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LIMITED REVIEW REPORT July 27, 2016

To the shareholders of Basic Chemical Industries Company:
(A Saudi Jolmt Stock Company)

Scope of review

Wae have reviewed the accompanying Interim consolidated balance sheat of Basic Chemical Industries
Company (the "Company”™) and Its subsidiaries {collectively relerred to as the "Group®) as of June 30,
2016 and the interim consolidated Income statement for the three-month and six-month periods ended
June 30, 2016, and the Interim consolidaled statement of cash flows for the six-month period then ended
and the related notes which form an integral part of these interim consoclidated financial statemants.
These interim consclidated linancial statements are the responsibility of the Group's managemant and
have been prepared by them and submitted to us together with all the information and explanations
which we required.

Wae conducted our limited review in accordance with the standard of Review of Interim Financial
Reporting issued by the Saudi Organization for Cartified Public Accountants. A limited review consists
principally of applying analytical procedures to financial data and Information and making inquiries of
persons responsible for flnancial and accounting matters. The scope of such limited review is
substantially lass than an audit conducted In accordance with auditing standards generally accepted In
Saudi Arabla, the objective of which is the expression of an opinion regarding the financial statements
taken as a whole. Accordingly, we do not exprass such an opinion,

Review conclusion

Based on our limited review, we are not aware of any material modifications that should be made to the
accompanying interim consolidated financial statemants for them to be in conformity with accounting
standards generally accepted in Saud| Arabia,

Pricew

By:
Ali H. Al Basri
License Number 409

PricewaterhouseCoopers, License No, 25,
Al Hugayet Tower, P.0. Box 467, Dhahran Airport 31932, Kingdom of Saudi Arabia
T: +966 (13) 849-6311, F: +966 (13) 840-6281, www.pwe.com /middle-east



BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES

(& Saudi Joint Stock Company)
Interim consolidated balance sheet
(Al amounts in Saudi Riyals unless otherwise stated)

Naote

Ansets

Current assaets

Cash and cash equivalenis
Short-lerm deposits

Accounts recanable

Invenioncs

Prepaymenis and other moeivable

Mon-curront assels
Invastment in an associato 1
Propeny, plant and equipmeni

Total assets

Liabilities

Current llabilities

Accounis paypble

Accrued and other habimbes
Zakat and mcome tuxes payable

Mon-current lability

Employes termination benahis

Total liabilities

Equity

Equity atlribwable lo shareholders of the Company
Share capial
Statulory reseve
Retained earnings

Total sharcholders’ equily

Non-controlling Interasts

Total eoquity

Total liabilities and eoquily

Contingencles and commitmanis §

The pcoeomparying notes from 1 1e 5 Torme an inbegrsl pa) of Dese pteom o

June December June

30, 2016 3, 2016 30, 2016
{Unaudited} {Audited) {Unaudited)
154,643,386 153,850,221 138, 5668, 305
60,000,000 40,000,000 -
138,960,626 AT 288 164 608,435
99,308,819 118,620, 182 116 664, 589
13,283,627 12,136,306 14,579,357
468,186,458 483 403,078 438 910 896
458,819 37280 -
193,287,809 20,1585 348 206, 126, 526
193,746,628 202,537 977 206,726,526
659,033,088 B85 B4 855 B42 637 223
35,313,404 A3.706.813 40,885,237
43,788 344 AL 33h, 706 33602543
11,305,330 10,404 HH1 5,187 G628
90,417 078 45 447, 1b0 0,405 608
24,079,254 23,127,096 22 309 526
114,496,332 A8 574 286 101, BAS, 334
276,000,000 & D0, D0 2785 000,000
46,516,851 a4 345 710 41 BHEE 212
140,980,583 TAB B40 385 126,912 B36
462 497 434 ABH FBE 103 A4 A1 D4R
52,938,320 55 DB 566 96,940,840
B45436,754 b7 U67 G6Y 540, 451, 580
655,033,086 GES 941,955 BA2 Gar 222

wnlolated hinancial slaleghent




BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES
(A Saudi Joint Stock Company)

Interim consolidated Income statomont

[All amounts in Saudi Rivals unless otherwise staled)

For the three-month pericds For the sik-maonth periods
— ended June 30, ended June 30,
2018 2016 2016 2016

{Unaudited) {Unaudited) {Unaudited) {Unaudited)

Sales 148,340,430 161 477,875 296,277,368 317 606,948
Cest of sales (108,335,895) (124 706.662) (222,381431) (249,577 560)
Gross profit AD.004, 736 36 771,213 71,8856 837 B8 020 388

Operating expenses

Selling and distribution (12,76G,187) (1302.864)  (24,573,747) (5 486, 1 10)
General and adminisiratve {B,127 588} (B010,887)  (11,147,539) (17,301,680)
Income from operations 18,110,960 14 65T 452 36,174,651 25,281,588

Other income (oxponses)
Sharm n nel meome {loss) of an

ansOCiahE (16,471) i BB, 188 {275,287
Financial income 562, 544 55438 841,433 53,438
Cher, nol 1,165,355 1810812 538,084 1,978,407
Income before zakal and .

non-contrabling rferests 20,822,188 16421 /a2 a8 B40 A6R 27 016 B4R
Zubal {1,645, 100) (1,771, 438) {3,935 045) (3,653.578)

Incorme befors non-controlling

Inberrests 19,477,189 14 GBS0 363 35,705,317 24 383,000
Man-controlling interests (7,580, 548) (7347 738  (13,993,986) (13,302 088
Mot income for the period 11,586,641 { M2 625 21,711,301 10,060,881

Earnings per share (Mote 2.18):
= Income frerm operations 0.70 153 1,28 0 &2

= Net incoma Tor the penod 0.42 a7 0.79 DAy

Wirighted average number of
sharos outstanding 27 500,000 & 00 000 27,600,000 44,600,000

The accompanying notes from 1 1o 5 form an nlegral part of these nenm consabidated inancial statements
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BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES
(& Saudi Joint Stock Company)

Intarim consolidated cash flow state ment

(AL armounis in Salo “I'.IJ:'IH-I. wnlaas olhanyise slalod)

MNote

Cash flows from operating activities
Net income for the panod
Adjustments for non-cash items
Depreciaion
(Gam) pes or disposal of property and equipment
Shara in net [ ncome) loss of on asseoiate
Income appicable o non-controdhing manests
Changes in working capital
Acoounis receivablhe
Inwenlones
Prepayments and other recen/able
Accounls payable
Accrued and other liabililes
Zakat and income tax payable
Emoployee lermination benefils
Net casb geneated from operating actvilses

Cash flows from investing activitics

Shart-tenm deposits

Purchase of property, plant s egquiprme
Proceseds from disposal ol proparty and oguipment
Nel cast ublized nonvesing achiviies

Cash Hlows from financing activithes

Evidends paid 4
Dt neds pand by subssichanes o non- conlrollicg inlerests

et casr utilizad n inancing actvities

Met change in cash and cash equivalonts
Cash and cash eouivalents af buegermeg of peiexd

Cash and cash pguivalents al end of period
Supplemental cash flows information;

Mon-cash linancirsg activily-
Income taxes chirged 1o nor-conlrolling maerests

The peoompanying neles from 1 be 5 foem o otegrad et ol hede mlenm consolidaled irancial statermen

For the six-+nonth periods
ended June 30,

2016 2018
(Unaudited) {Unaudited)
29,741.3H 10,060,881
14,714,184 15, 081 BA3

{176,192) 18,899
(BB, 188) 275,287
13,883 886 13.202.088
18,828 643 (18,815 053)
20,320,383 (3,B18,175)
[1,147.321) {2,470.006)
[8,393,409) 14,086,761
2,462,548 (1,695 274)
{1,710,483) {6,822.748)
862,168 42581
A1, 465, 620 18,456,274
(20,000,000) .
(6,061 660} (12,690 916)
391,206 28,800
{25,660,455) [12 66, ¢ 16)

{27,500,000) (27, 500.000)
{27,625000) :

(55,025,000 {27,500,000)
TH4 165 (20, 0% B
152,859,221 160,574,206
154 643 286 159 968 05
[2,611,232) (2,413,315

-



BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES

(A& Saudi Jolnt Stock Company)

Motes to the interim consolidated financial statements

For the three-month and six-month periods ended June 30, 2016 (Unaudited)
(Al amounts in Saudi Rivals unless otherwise stated)

General information

Basic Chemical Industries Company (the “Company” or “BCI") and its subsidiaries (collectively the "Group”)
consist of the Company and its subsidiaries as indicated below. The Group is principally engaged in the
manufacturing of various chemicals as wall as lo purchase, formulate, process, export, import, market, distribute
and act as an aganl for the sale of chemicals, also management and maintenance of projects and factories.

The Company is a Saudi joint stock company registered in the Kingdom of Saudi Arabla under commercial
registration {"CR") Mo, 2050002795 issued in Dammam on 28 Dhul Al Hijjah 1392 H (February 2, 1873). The
registerad address of the Company is P.O. Box 1053, Dammam 31431, Kingdom of Saudi Arabia.

On January 11, 2015, the Company signed a memorandum of understanding ("MOU") to form a jeint ventura
project with Ebrahim A, Juffali & Brothers ("Juffali®}, a Saudi Arabian enterprise, for producing chlorine and its
darivatives with an estimated production capacity of 200,000 ton per year. During the three-month period ended
June 30, 2016, the Company and Juffali have concluded not to extend the MOU and not to proceed further with
this project.

The accompanying Interim consolidated financial statements include the accounts of the Company, and its
following various subsidiaries, operating under individual CRs mantionad below;

Effective ownership percentage at

June 30,

2016 2015

Basic Chemicals Nafional Company ("BCNG") 100% 100%
Chemical Marketing and Distribution Company Limited ("CMDC*) 100% 1009
Saudi Water Treatment Company ("SWTC") 100% 100%
Huntsman AFPC (*HAPC") 49% 48%
Mational Adhesives Company Limited (*MAL") 47% AT%%

HAPC and MAL are consolidated as they are controlled and managed by the Company.

During 2013, CMDC acquired 50% equity interest in Mars Chemical Marketing and Distribution Company
Limited (*Mars-CMDC"), a limited liability company incorporated in Qatar under CR Mo, 56882 issued on 12
Ramadhaan 1433 H (July 31, 2012). Mars-CMDC is engaged in markeling and distribution of various chemicals,
solvents, additives, catalysts, plastics, polymers and resins, CMDC accounts for Mars-CMDC as an associate
under the equity method of accounting.

The accompanying interim consolidated financial statemeants were authorized for issuance by the Company's
Board of Directors on July 27, 2016

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these interim consolidated financial statements
are sal out below. Thesa policies have been consistently applied to all pericds presentad.

21 Basls of preparation

The accompanying interim consolidated financial statements have been prepared under the historical cost
convention on the accrual basis of accounting, and in compliance with the Standard of Accounting for Interim
Financial Reporting issued by the Saudi Organization for Certified Public Accountants, Significant accounting
policies adopted by the Group for preparing such interim consolidated financial statements are consistant with
the accounting pelicies described in the 2015 annual audited consclidated financial statements of the Group,

The accompanying intarim consolidated financial statements include all adjustments comprising mainly of
normal recurring accruals considered necassary by the Group's management to present a fair statement of the
financial position, results of operations and cash flows. The interim results of the operations for the three-month
and six-month periods ended June 30, 2016 may not represent a proper indication for the annual results of
operations. These interim consolidated financial statements and notes should ba read in conjunction with the
annual audited consolidated financial statements and the related notes for the year ended December 31, 2015,



BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES

(A Saudl Joint Stock Company)

Motes to the Interim consolldated financlal statements

For the three-month and six-month periods ended June 30, 2016 (Unaudited)
(Al amounts in Saudi Riyals unless otherwise stated)

2.2 Critical accounting estimates and judgments

The preparation of interim consolidated financial statements in conformity wilh generally accepled accounting
standards requires the use of cartain critical estimates and assumplions that affect the reported amounts of
assets and liabllities and disclosure of contingent assels 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 reascnable under the circumstances. The Group makes estimales and assumptions
concerning the future. The resulting accounting estimates will, by definition, seldom equal the related actual
rasulls.

2.3 Foreign currency translations
(a) Reporiing currency

Thesa interim consolidated financial statements are presented in Saudi Riyals, which is the reparting currency
of the Group.

(k)  Transactions and balances

Foraign currency transactions are translated into Saudi Riyals using exchange ratas pravailing at the dates of
the transactions, Foreign exchange gains and losses resulting from the settlement of such transactions and
fram the translation at the year end exchange rates of monetary assels and liabilites denominated in foreign
currencies are recognized in the interim consolidated income statement. The net amounts of foreign exchange
gains and losses were not significant for the threa-month and six -month periods ended June 31, 2016 and
2015,

24  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.

25 Short-term deposits

Short-term deposits include placements with banks and other short-term highly liquid investments with original
maturities of three months or more but not more than one year from the purchase date,

26 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 o the original terms of the recelvables. Such provisions are charged to the interim
consolidated income statement and reported under “General and administrative expenses”. When an account
recelvable is uncollectide, it is written-off against the provision for doubtful debts. Any subsequent recoveries
of amounts previously written-off are credited against “General and administrative expenses” in the interim
consolidated income slatement.

2.7 Inventories

Inventories ara carried at the lower of cost or net realizable value, Cost is determined using the weighted average
method. The cost of finished products include the cost of raw materials, labor and production overheads,

Met realizable value is the estimated selling price in the ordinary course of business, less the costs of completion
and selling expanseas.



BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES

(A Saudl Joint Stock Company)

Notes to the Interim consoclidated financial statements

Far the three-month and six-month perlods ended June 30, 2016 {Unaudited)
{All amounts in Saudi Riyals unless otherwise stated)

2.8 Investments
(a) Subsidiaries

Subsidiaries are entities over which the Group has the power to govemn the financial and operating policies to
obtain economic benefit generally accompanying a sharehelding of more than one half of the voting rights.

The existence and effect of polential voting righls that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity, Subsidiaries are fully consalidated from the date on
which control is transferred to the Group. They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an
acquisition is measured as the fair value of the assels given or liabilities incurred or assumed at the date of
acquisition, plus costs directly attributable to the acquisition,

Intar-company transactions, balances and unrealized gains on transactions between Group companies ara
eliminated. Unrealized losses are also eliminated.

[{=)] Associates

Associales are entities over which the Group has significant influence but not control, generally accompanying
a shareholding of betwaen 20% and 50% of the voting rights. Investments in associates are accountad for using
the equity method of accounting and are initially recognized at cost.

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

Unrealized gains on fransacticns between the Group and its associales are eliminated to the extent of the
Group's interast in the associates, Unrealized losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transfarred,

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

29 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation, except construction in progress
which is stated at cost. Land Is not depreciated. Depreciation is charged to the interim consolidated income
statement, using the straight-line method, to allocate the costs of the related assets to their residual values over
the following estimated useful lives:

Number of years
. Buildings and leasehold improvements 25
. Plant and machinery 15
. Furniture, fixtures and office equipment 3-5
. Motor vehicles ¥ il

Leasshold improvements are depreciated over the lowar of estimated useful life or lease lerm,

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

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



BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES

(A Saudi Joint Stock Company)

Motes to the Interim consolidated financial statements

For the three-month and six-month periods ended June 30, 2016 (Unaudited)
{All amounts in Saudi Rivals unless otherwise stated)

210 Impalrment of non-current assets

Mon-cumrent assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable, An impairment |oss is recognized for the amount by which the carrying
amount of the asset exceads its recoverabla amount which is the higher of an asset's fair value less cost to sell
and value in use, For the purpose of assessing impairment, assels are grouped at lowest levels for which there
are separately identifiable cash flows (cash-generating units). Non-current assets that suffered impairment are
reviewad for pessible reversal of impairment at each reporting date. Where an impaimment loss subseguently
reversas, the carrying amount of the asset or cash-generating unit is increased to the revised estimata of ils
recoverable amount, but the increased cammying amount should not exceed the camying amount that would have
been dalemmined, had no impairment loss been recognized for the assels or cash-ganerating unitin prior years.
A reversal of an impairment loss s recognized as income immediately in the interim consolidated income
staterment.

2.11  Accounts payable and accruals

Liabilities ara recognized for amounts to be paid for goods and services recaived, whether or not billed to the
Group.

212 Zakat and taxes

The Company is subject 1o zakat in accordance with the regulations of the Department of Zakat and Incoma
Taxes (the "DZIT"). Foreign shareholders in the consolidated subsidiaries are subject to income tax, Income tax
provisions related to the foreign shareholdars in such subsidiaries are charged to tha non-controlling interasts,
Pravision for zakat for the Company and zakat related to the Company’s ownership in the subsidiaries is charged
to the interim consolidated income statement, Additional amounts payable, if any, at the finalization of
assassments are accounted for when such amounts are determined.

The Group withholds taxes on certain transactions with non-resident parties, including dividend payments to
foreign shareholders of the subsidiares, in the Kingdom of Saudi Arabia as required under Saudi Arabian
Income Tax Law,

213 Employee termination benefita

Employes tarmination benefits required by Saudi Labor and Workman Law are accrued by the Group and charged
to the intenm consolidated income statement. The liability is calculated at the cumrent value of the vasted benefits
to which the employee is entitied, should the employee leave at the interim consolidated balance shest date.
Termination payments are based on employees’ final salaries and allowances and their cumulative years of
sonice, as stated in the labor law of Saudi Arabia

214 Rovonues

Revenues are recognized upon delivery of the products or on performance of services. Revenues are shown
net of cerlain expenses and after eliminating sales within the Group.

215 Selling, distribution and general and administrative expenses

Selling, distribution and general and administrative expenses include direct and indiract costs not specifically
part of cost of sales as required under generally accepted accounting standards. Allocations batween selling,
distribution, and general and administrative expenses and cost of sales, when required, are made on a
consistent basis.

216 Dividends

Dividends are recorded in the interim consolidated financial statements in the peried in which they are approved
by shareholdars of the Company.

217 Operating leases
Rental expense under cperating leases is charged to the interim consolidated income slatement over the pariod

of the respective lease. Rental income is recognized on the accrual basis in accordance with the terms of tha
caonlracts,



BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES

(A Saudl Joint Stock Company)

Motes to the Interim consolldated financlal statements

For the three-month and six-month periods ended June 30, 2016 (Unaudited)
(All amounts in Saudi Riyals unless otherwisa stated)

218 Earnings per share

Earnings per share for the three-month and six-month periods ended June 30, 2016 and 2015 has been

computed by dividing the operating income and net income for each period by weighted average number of

shares oulstanding during such periods.

219 Segment reporting

(a)  Business segmant

A business segment is group of assets, operations or entities;

] engaged in revanue producing activitias;

(i) results of its operations are continuously analyzed by management in order to make decisions related
to resource allocation and performance assessmeant; and

fii)  financial information is separately available.

(b}  Geographical segment

A geographical segment is group of assets, operations or entities engaged in revenue producing activities within

a particular economic environmant that are subject to risks and returmns different from those operating in other

econamic environments,

2.20 Statutory raserve

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia, the Company transfers 10%

of the net income for the year to a statutory reserve until such reserve equals 30% of its share capital. The

statutory reserve in the accompanying interim consolidated financial statements is the statutory reserve of the

Company. This reserve currently is not available for distribution to the shareholders of the Company,

Segment information

The Group operates principally in the following business segments:

{i} Manufacturing, seling and trading of various types of chemicals; and
(i) Manufacturing and selling of adhasive and othar matarials.

Selected financial information for the six-month periods ended June 30, 2016 and 2015, summarized by the
above business segments, was as follows:

Adhesive and

Chemicals other materials Total
2016 (Unaudited)
Sales 178,447 456 117,829,912 206,277,368
Met income 10,711,277 11,000,054 21,711,311
Depreciation 11,027,379 3,686,805 14,714,184
Property, plant and equipmeant 138,930,906 54,356,903 193,287,809
Total assets 466,150,343 193,782,743 669,933,086
2015 (Unaudited)
Sales 186,101,741 131,505,207 317,606,948
Met income 53,275 10,007,706 10,060,981
Depreciation 11,172,104 3,919,779 15,091,883
Praperty, plant and equipment 150,755,408 55,971,118 206,726,526
Total assets 433,716,187 208,921,035 642 637,222

The Group's operations are principally conducted in Saudi Arabia.

10



BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES

(A Saudl Joint Stock Company)

Motes to the Interim consolldated flnancial statements

For the three-month and six-moenth periods ended June 30, 2016 (Unaudited)
(All amounts in Saudi Riyals unless otherwise stated)

Dividends

The shareholders of the Company in their general assembly meeting held on May 15, 2016 approved dividends
of Saudi Riyal 1.0 per share, amounling to Saudi Riyals 27.5 million during the six-month period ended Juna
30, 2016 which wera fully paid during the period.

Contingencles and commitments

{i The Group was conltingantly liable for bank guaranteas and letters of credit issued in the nomal coursa
of business amounting to Saudi Riyals 17.3 million as of June 30, 2016 (2015: Saudi Riyals 13.7
million};

{ii) The capital expenditure contracted by the Group but not yel incurred Gl June 30, 2016 was

approximately Saudi Riyals 20.3 million (2015: Saudi Riyals 32.8 million};

{iiiy The Group has received additional zakat assessmeants from the DZIT in 2012 amounting to Saudi
Riyals 10.4 million for the years 2003 through 2010. The Group has filed appeals against such
addifional assessments, which are at various appellate levels and the management believes that no
material liability wilt arise upon the ultimate resolution of these appeals and accordingly, no provision
for such additional assessmenis have been recorded In the accompanying intarim consolidated
financial statements.
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