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Ernst & Young & Co. (Public Accountants) lel: #9656 13 842 9500
4" Floor  Juflall Buliding Fax: 1966 13 BR2 7224

PO Blox 3795
Bulding & better h_' thoaay Ha57 RGBT
working world saudi Arabia i

Reqgisfration Numbern 45

LIMITED REVIEW REPORT TO THE SHAREHOLDERS
OF ADVANCED PETROCHEMICAL COMPANY AND ITS SUBSIDIARIES
(SAUDI JOINT 5TOCK COMPANY)

Scope of limited review:

We have reviewed lhe accompanying Interim condensed consolidated halance sheet of
Advanced Pectrochemical Company, a Saudi Joint Stock Company, (the "Company™) and iis
subsidiaries (collectively referred to as the "Group™) as al 30 June 2016 and Lhe related interim
condensed consolidated statement of income for the three and six months periods then ended
and interim condensed consolidated statement of cash flows for the six months period then
ended. These interim condensed consolidated financial statements have been prepared by the
Group's management and submitted to us together with the information and explanations which
we required. We conducted our limited review in accordance with the Standard on Review of
Interim Financial Reporting issued by the Saudi Organization for Certified Public Accountants
(SOCPA). The limited review consists principally of applying analylical procedures to financial
data and information and making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with Generally
Accepted Auditing Standards, the objective of which is the expression of an opinion regarding
the financial statements taken as a whole. Accordingly, we do not express such an opinion.

Conclusion of limited review;

Based on our limited review, we are not aware of any material modificalions that should be
made to the accompanying interim condensed consolidated linancial statements for them to be
in conformity with accounting standards generally accepted in the Kingdom of Saudi Arabia.
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ADVANCED PETROCHEMICAL COMPANY AND I'T'S SUBSIDIARIES

(SAUDIJOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET (UN-AUDITED)

AS AT 30 JUNE 2016
(All amounts in Saudi Riyals thousands unless otherwise stated)

MNote
ABSETS
CURRENT ASSETS
Civgh andd cash equivalents
Tride recejvnbles
Shori lerm inves!ments
Prepayments and ofher cormenl sssels
Inventories

TOTAL CURRENT ASSETS

MNON-CURRENT ARSETS

Availalle for sple nvestiments 4
bivvestment in uneonsolidnled sulsidiary 1
Invesiment in an associnied company 5
Property, plant nnd equipinznt

Tentnngrihle assels

Oilbver nom-ciurént usscls [i]

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

LIABILITIES AND SHAREIIQLDERS' EQUITY

CUHRRENT LIABILITIES

Acconnts payable, neorals and other cirent liabilities

Lnkal and Income tax provision

Drividends pryakle 7
Cterent portion of term foan

TOTAL CUORRENT LIABILITIES
NON-CURRENT LIABILITIES
Temm luwn

Sukuk
Fomployees terminal Denelits and other beneliis

TOTAL NON-CURRENT 1LIABILITIES

TOTAL LIABILITIES

SHAREHOLDERS' EOQUITY

Share capital I
Stalutory reserve
Unrealized gaingf{losses) on availuble for snle invesiments [

Betpined camings

TOTAL SHARENOLDERS EQUHTY

TOTAL LIADILITIESR Egﬂ‘ “s‘]l.-"l.RI HOLDE t(l:_lil \3
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30 June A0 Jung
2016 2015
384,150 198,374
276,273 293, 524
121,714 :
36,186 30,579
123,715 126,464
942,044 648,94 |
505,063 or2 1y
370 A0
f06,647 169,297
1,959,786 2,234,354
4,201 5,208
164,845 26,598
o, 043,052 3,056,901
202,277 20007
&.804 9370
128,232 127,003
0,00 A0,000
39313 497,190
30,000 0,000
DYE,493 Y |
54,452 42,052
1,082,945 110,093
1,462,258 1,607,283
1,635,950 1,639,950
353,138 sz
21860 (11,361}
565,840 405,817
1,580,794 2,340,618
43052 1,056,201

L‘_ ALIFA M, HIULHEM AJJ-I]-UUJ

- AL-GATAWI

hOHAM h-[F',D HoQATTTARNI
Finanee and Acconnting Morager




ADVANCED PETROCHEMICAL COMPANY AND ITS SUBSTTHARIES o <

(SAUDIJOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF INCOME (UN-AUDITED) 4 padioll

FOR THE THREE AND SIX MONTHS PERIODS ENDED 30 JUNT. 2016
(Al amounts in Saudi Riyals thousands unless otherwise staled)

Advanced

Sales
Cosl of sales

GROSS PROFIT
EXPENSES

Selling snd disteibution
Cieneral and administration

INCOME FROM MAIN OPERATIONS

Financial charpes

lealized gains/(losses) on available for sale investments, nel

Tmpairment losses against available [or sale investments
Oiher incomef{expenscs), nel

Share in results of an associnled company

Gain on disposal of shares in an associated company

NET INCOME FOR THE PERIOD
Earnings per share (SH)
Aftributable 1o income from main aperalions

Arributable o net income

Weighted average number of shares outstanding (in thousands)

. B ]

~ KIIALIFA A.é&L-MULnEM -
Chairman 0f the Board

For the siy months
period ended 30 June periol eoded 30 June

For (he three montlis

2016 005 2016 2015

Sd6407 735373 L0473 1203314
(345,030)  (171,375) _ (675863) (528,199)

201,277 263,998 ISE6I0 375,115
(2,481) (2,2006) (5,015) (4,761)
(7,232) (8264)  (17,743)  (16,486)

191,564 253,528 315852 353,868
(8,189) (4,185) (13,403) (7,944)

2,566 3,190 3,962 (4,341)
(9,027) > (26,223) =
,693 (5,500) 7,927 (5,232)
7,985 (3,579) 7,985 (3,579)

> - 16,044 .
186,592 243,145 332,144 332,772
1168 |.546 2048 2.158
1138 1483 2025 2.029
163,995 163,995 163,995 163,995

; M. AL-GARAWI
resident & CEO
n

- >

MOHAMMED 11, QALITANT
Finanee moul Accounting hanager

The attached notes 1 1o 11 form an intepral part of these interim condensed consolidated financial statements
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ADVANCED PEIROCHEMICAL COMTANY AND ITS SUBSIDTARIES

(SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (UN-AUDITED) 4 pa&to)

IFOR TILE 51X MONTIIS PERIOD ENDED 30 JUNE 2016
(Allsmounts in Sandi Riyals thousands unless otherwise stated)

_A-:Juuncen

OPERATING ACTIVITIES

el incomie for the period

Adjustments for:
Deprecintion
Amortizalion

1.0sses on dispesat of properly, plant and cquipmen

Realized (gains) losses on availoble for sale invesiments, nel

Ginin on dispesal of shares in an pssociated compuiy

Financial chorges

Employees terminal benefits snd other bienefils
Tmpairment losses against available or sale investments
Shawe in resulis of an nssocialed company

Changes in opernling nssels and finbilitics:

Trade reeeivables

Prepayments wnd other current wssels

Inventorics

Accounts pryable, accruals s other liabilities

Cash from opemling activities

Employees’ tenminal benefits and other benefils paid

Financial charpes paid
Fakal & Income tax paid

Met engh From oporaling sclivities

INVESTING ACTIVITIES

et movemend inonvailable for sale invesiments
Additions to shorl ferm investiments
Additions o fnvestment in an associaled compony

Additions lo intangible assels

Additions to propuerty, plant oed equipment
Peocceds from disposal of property, plant and vouipment

Proceeds from disposal of shares in an assogiated company

el movement in other non-gurrenl #5sels

Mel eash Gomf(nsed in) investing activities

FINANCING ACTIVITIES
Repayment of leon loan
Dividends poid

Board of dircetors” remuncrations paid

et eash used in Goancing aclivities

INCREASENDECREASE) IN CASH AND CASH EQINVALENTS
Cash and cash equivalents ot fhe beginning of the period

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIGD

=

IFor the six
muonths period

Far hie six
manths period

ended 30 June ended
ol 2016 30 June 15
332,144 kXA

104,709 89610

1,452 14,054

- 197

(3,962) 4,341

5 {16,044} -
13,403 7,044

9,862 T8

4 26,223 .
T.985) 3,579

459,802 459,621

{54,475) (95,4 72)

(6,004) {1,G:H8)

575 (3,116)

= (14,452) 50,518
385,380 A09.903

{1,0140) {1,260)

[(13,222) {9,734)

{20,084) (21,529

350,940 r 377,31

J32,70006 (501,308)

(121,714) -

{44, 463) {1 50,0800)

(0135) (1,306)

(58,708) (LS 171

- 7

#5843 -

23,673 1,582

206,632 (805,196}

{20,000) (10,000

{246,600) {A46,008)

{1,800 (1,800}

(268,400) {257,.508)

299,172 (R3,630)

&4.0R4 B, 004

384,156 _ 198,374

The attached notes | to 11 form an integral part of these interim condensed consolidated financial slatements
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ADVANCED PETROCHEMICAL COMPANY AND I'l'S SUBSIDIARIES P

(SAUDI JOINT STOCK COMPANY) ;g 'i;‘i
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (UN-AUDITED) i
FOR THE SIX MONTIIS PERIOD ENDED 30 JUNE 2016 (confinned) ﬂ—(? adiol
(All amounts in Saudi Riyals thousands miless othenwise stated) Advancet
For the skx For the six
months perlod maonths period
ended ended
Mole 3 June 3016 30 June 2015
Supplemental non-cash ransaclions:
Lividends declared during the period and nut yel paid 122,389 122,081
Unrealized gain on available for sele investments 118,803 20,788
Yakal and Income Lo provision charped to reluined earnings 3261 0281
Acerucd boned oF direclors’ remuncrations Q00 900
Cosls of Hore Ownceship Program [HOT) houses ansfcered from 6
properiy, plant, & equipment to HOP receivable 173,475 E
Amurlivation of prepaid lnancing costs reliled 1o Sukuk 236 __Aob

o

o f .‘
C .
KHALITA A. AL-MULHEM ABDL
Chairman of the Board =s

1, CAL-GARAWI

resident & CEQ

R

MOHAMMED 11, QATITARI
Finance and Accounting Munager

‘The attached notes 1 1o 11 forim an integral part of these interim condensed consolidated financial statements
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ADVANCED PETROCHEMICAL COMPANY AND ITS SUBSIDIARIES
{SATIDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE TITREE AND SIX MONTHS PERIODS ENDED 30 .JUNE 2016 (UN-AUIMTED)

7,
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(All amounts in Saudi Rivals thousands unless otherwise stated)

ORGANTZATION AND ACTIVITIES

Advanced Petrochemical Company (the “Company™) is a Saudi joint stock company, registered in Dammam,
Kingdom of Saudi Arabia under commercial registration number 2050049604 dated 27 Sha’ban 14261
{corresponding to 1 Oclober 2005), 'The paid up share capital of the Company is SR 1,639,950,(00 divided mto
| 653,995,000 shares of SR 10 each.

‘The interim condenséd consolidated financial statements as of 30 June 2016 include the financial statements of
the Company and the following subsidiaries (collectively referred to as the “Group™);

Effeetive

ownership

Advanced Renewable Encrgy Company ("AREC”) —nole a 10074
Advanced Global Investment Company (“AGIC™) note b 100

Miotes:

a-  Agdvanced Renewable Encrey Company (“AREC™), 1s a mixed limited liability company registered in Jubail.
Kinedom of Suudi Arabia under commercial registration No. 2055015327 dated 27 Rahi'l 1433H
{corresponding to 19 February 2012).

5% ol this investment is held under a related party’s name, on behall of the Group. The related party has
assigned its share to the Group and accordingly, the Group included 100% financial statements of AREC in
the interim condensed consolidated linancial statements.

b-  Advanced Global lnvestment Company (“AGIC™) is a mixed limited liability company registered in Jubail,
Kingdom of Saudi Arabia under commercial registration No. 2055017024 dated 12 Ramadan 1435H
(comesponding 1o T August 2001 2).

544 of this investmenl is beld under 2 related parly’s name, on behalf of the Group. The related party has
assigned its share to the Group and sccordingly, the Group included 100% financial statements ol AGH in
the interim condensed consolidated financial statcmengs,

Dhuring 2014, AGIC made 100% investment in Advanced Global Holding Limited ("AGHL"). & limited
liability company incorporated in Luxembourg. AGHL has not been consolidated in this interim condensed
financial statements lor the period ended 30 June 2016 (2015: same) duc lo the absence of any activitics
during the period and has immatenial financial position.

The Group is licensed to engage in production and selling Polypropylene, Polysilicon and Polysilicon downsiream
products which includes Photovoltaic eclls and Photovoltaic, and establishing, operating and invesling in
industrial projects including petrochemical, chemical, basic and conversion industrics and industries relating o
renewable eneroy within and outside Kingdom of Saudi Arabia.

BASIS OF CONSOLIDATION

The interim condensed consolidated financial stalements include the intenm condensed financial statements of
the Company and its subsidiaries. Subsidiaries arc consolidated from the date the Group obtains control until such
time as control ceases. Acquisitions of the subsidiaries are accounted lor using the purchase method ol accounting.
The interim condensed financial statements of the subsidiaries are prepared for the same reporting period as the
Company. using consistent accounting policics. All intra-gronp balances, transactions, income and cxpenses and
profit and lass resulting from intra-group transactions, are climinated in full.

=b



ADVANCED PETROCHEMICAL COMPANY AND I'T'S SUBSIDIARIES & <

(SAUDI JOINT STOCK COMPANY) Q;?gi
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL & oadioll
STATEMENTS (Confinued) Advanced

TOR THE THREE AND SIX MONTHS PERIODS ENDED 30 JUNE 2016 (UNAUDITED)
(All amounts in Saudi Riyals thousands unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES

These interin condensed consolidated financial statements have been prepared in accordance with accounting
standards gencrally accepted in the Kingdom of Saudi Arabia. The significant accounting policies adopled are as
follows:

Aceounting convention
The interim condensed consolidated financial stalements are prepared under the historical cost convention,
modified to include the measurement al fair value of available for sale investments.

Lise of cstimates

The preparation of the interim condensed consolidated financial slalements in conformity with generally accepted
accounting principles requires the use of estimates and assumptions that afTect the reported amounts of asscls and
Tiahilitics and disclosure of contingent assels and liabilities at the date of the interim condensed consolidated
financial statements and the reporied amounts of revenues and expenses during the reporting period. These
esfimates are considered reasonable in the given circumstances of the Group.

Cash and cash eguivalenls
Cash and cash equivalents consist of bank balances, cash on hand, short term Murabuhia that is readily converiible
into known amounts of cash and have original maturitics of three months or less.

Trade receivables

‘Irade receivables are stated at the original inveice amount less an allowance for any wicollectible amounts. An
estimate lor doultfal debt is made when the collection of the trade receivables amount is considered doubtful.
13ad dehits are written oll as incurred.

Inventories
Inventories are stated at the lower of cost and net realizable value, with due allowance for obsolele or slow moving
items. Cosl is determined as follows:

Raw materials, consumables and spare parts - purchase cost.ona weighted average basis,

Production in progress and finished products - cost of dircet materials and labor plus  attributable
overheads based on a normal level of activity.

Available for sale investments

After initial recognition, investments purchased neither with the intention of bring held to matority nor for trading
purposes are classified as available for sale investments and are measured at fair value. Unrealized gains and
losses are reported as a separate component of sharcholders” equity until the investment is derecognized or Lhe
investment is determined to he impaired. On derecognition or impairment the cumulative gain or loss previously
reporied in shareholders” equity 1s included in the interim condensed consalidated statement of income for the
perind.

Investment in unconsolidated subsidiary
Investment in unconsolidated subsidiary which is considered immaterial is accounted for under the equity method,

Investment in an associated company

The Group's investment in an associated company is accounted for using the cquity method of accounting. An
associale is an entity in which the Group has significant influcnce and which is neither a subsidiary nor a joint
venure.



ADVANCED PETROCHEMICAL COMPANY AND ITS SUBSIDIARIES
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS {Continucd)

FOR THE THREE AND 51X MONTHS PERIODS ENDED 30 JUNE 2016 (UNAUDITED)

(All amounts in Saudi Rivals thousands unless otherwise stated)
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Troperty, plant and equipment

Property, plant and equipment arc stated al cost less accumulated depreciation and any impairment of value
Construction work in progress is not depreciated. The cost of other property, plant and equipment is depreciated on
a straight line basis over the estimated useful lives of the assets,

Lmprovements on assels are amortized on a straight-line hasis over the shorter of the uselul life of the improvement
ar the related assets,

Fxpenditure for repair and maintenance are charged to the interim condensed consolidated statement of income.
Tmprovements that increase the value or materially extend the life of the related assets are capitalized.

Trirncround maimienanece

Planned turnaround maintenance costs are capitalized and depreciated over the period until the date ol next
planned umaround, Should unexpeeled turmaround occur prior to the previously envisaged date of plarmed
urmaround, then the remaining net book value is Immediately expensed and the new wmaround costs are
capitalized and depreciated over the period likely to benelit lrom such costs. Planned twrnaround maintenance
costs are included under the assets in the interim condensed consolidated balance shect

The estimated useful lives of the principal classes ol assets are as follows:

Years
Plants 20
Buildings a3
Machinery and equipment 1]
FFurniture, fixtures and office equipment 3-8
Catalysis 2-%8
Laboratory and safety cquipment 5
WVehicles and trucks 4-10
Leasehold improvements 10

Capilal spare parts

Capilal spare-parts which are considered essential to ensure continuous plant operation, are classified under
tangible assets, and are depreciated using the straight-line method over 20 years. The following two conditions
musl apply to all capitalized spare-pans:

- They are not readily available in the market, or unavailable.
- “heir manufacturing requires an extended time 1o complete.

Employees’ home ownership program

Ihe Company has a llome COwnership Program (HOT) that offers eligible Saudi cmployees home ownership
opportunities. Unsold housing units constructed for cventual sale to eligible Saudi employees are included under
property, plant and cquipment and depreciated over useful hife. Upon signing the sale contract, the related cost
and accumulated depreciation arc derecognized and the loans receivable from the employees in respect of the
purchase of the housing unils are classified under long term assets as “other non-current assels”. Installments
recoverable within twelve months period from the date of the balance sheet are clussilied under current assels as
“prepayments and other current assels”.



ADVANCED PETROCITEMICAL COMPANY AND ITS SUBSIDIARIES @& 5

(SAUD! JOINT STOCK COMPANY) .3*@:
NOTES TO TIE INTERIM CONDENSED CONSOLIDATED FINANCIAL A paaiali
STATEMENTS (Continued) Advanced

FOR THE THREE AND STX MONTHS PERIODS ENDED 30 JUNE 2016 (UNAUDITED)
(Al amounts in Saudi Rivals thousands unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible asseis

Casts that have future benefits are initially recogmized as intangible assets. Tntangible assets are amortized over o
period not exceeding seven years. The amontization expenscs are included under cost of sales in the interim
condensed consolidated statement of Income.

Tmpairment of non-vurrent asscls

The Group reviews the carrying values of its non-current assets for impairment when events or circumstances
indicate thal carrying value may not be recoverable, 1 such indicators oxist, the recoverable amount of the assel
iz estimated in order to determine the extent of impairment (if any), Where it is not possible (o estimate the
recoverable amount of an individual assel, the Group estimates the recoverable amuount of the cash pencrating
unit 10 which the asset belongs,

The carrying value of the assct (or cush generating unit) is reduced to the recoverable value when the recoverable
value is below the carryving value, Impairment loss is recognized as expense when incurred.

Where an impairment loss subsequently reverses, the carrving valve of the asset is increased to the revised
estimate of ils recoverable amount, so that the increased carrying amount dovs nol exceed the carrying amount
that would have heen delermined had no Impairment loss been reeognized for the asset in prior years. The reversal
of impairmenl loss is recognized as income once identified.

Acconnts payable and aceruals
Liabilities are recosnized for smounts 1o be paid in the future for goods or services received, whether billed by

the supplier or not.

Provisions
Provisions are recognized when the Group has an obligation (legal or constructive) arising from a past cvent, and
the costs 1o settle the obligation are both probable and ableto be reliably measured.

Lakat and income tax

Zakat and income tax are provided for in the interim condensed consolidated financial statements bascd on the
interim perind share of the estimated zakat and income tax for the whole year. Differences between the estimated
zakat and income tax for the interim period and the provision that is calculuted based on the detailed calculation
at year end are accounted lor al that time.

"T'he liahility is chargcd to retained earnings. Additional amounts, il any, that may become due on finalization of
an asscssment are sccounted for at that time.

Employees' terminal benefits and vther benefits

Emplovees! tevminal henefits
Provision is made for amounts payable under the Group's policies applicable to employees accumulated periods
of service al the interim condensed consolidsted balance sheel date.

Emplovees” savivg plan

The Group maintains an employees' saving plan for its Saudi employees. The contributions [rom the participants
are deposited in separate hank account and liability is established for the Group's contributions. The Group's
contribution vnder the saving plan is charged (o the interim condensed consolidated statement of income.



ADVANCED PETROCHEMICAL COMPANY AND ITS SUBSIDIARIES - e

(SAUDI JOINT STOCK COMPANY) .‘?'!;;
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCTAL g
STATEMENTS (Continued) Advanced

FOR THE THREE AND 81X MONTHS PERIODS ENDED 30 JUNE 2016 (UNAUDITED)
(Al amounts in Sandi Riyals thousands unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICTES (confinucd)

Dividends
Dividends are recognized as a liability at the time of their approval by the General Asscmbly. Interim dividends
are recorded s and when approved by the Board of Directors,

Revenue recogoifion

For international markels, all products are sold to the marketers, while for local markets (Saudi Arabiy and GCC
countries) the products are sold directly by the Group. Upon delivery to the markelers, sales are recorded al
provisional sales prices that are later adjusted bascd upon actual selling prices received by the marketers from
third partics, afier deducting the costs of shipping and marketing [ees eic. Adjustments arc made, as they become
known to the Group. Sales in local markets are recognized upon delivery of products to customers,

Fxpenses

Selling and distribulion expenses principally comprise of costs incurred in the distribwtion and sale ol the Group's
products. All other expenses other than cost of sales, financial charges, realized losses on available for sale
investments and impairment losses against available for sale investments arc classified as general and
adminislration expenses.

Cieneral and administration expenses include dircet and indirect costs not specilically part of production costs as
required under generally accepled accounting principles. Allocations between gencral and administration
expenses and production costs, when requived, are made ona consistent hasis.

Leasing
Leases are classificd s capilal leases whenever the erms of the fease transfer substantially all of the risks and
rewards of ownership to the lessee,

Ciperating leases are charged to interim condensed consolidated stalement ol income on a straighi-line basis over
the term of the operating lease.

Borrowing cosis
Horrowing cosls that are directly attributable Lo the acquisition, construction for a long period or production of a
qualifying asscl, are capitalized as part of the cost of that asset,

Cupitalization of borrowing costs ceases when substantially all the activities necessary Lo prepare the qualifying
assed for its intended use are completed.

Earnings per share
I3asic earnings per share [rom net income are calculated by dividing the net income for the period by the weighted
average number of shares outstanding at period end.

Basic carnings per share from main operations are calculated hy dividing income from main operations for the
period by the weighted average number of shares outstanding a1 perind end.

Ioreign currency lransaclions

Ivansactions in forcign currencies are recorded in Saudi Riyals at the rate of cxchange rling at the dale ol the
transaction, Monetary assets and liabilities denominated in foreign currencics are retranslated at the rale of
exchange ruling at the interim consolidated balance sheet date. All difTerences are taken to the inlerim condensed
consolidated statement of income.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL iLo 1

STATEMENTS (Continued)
FOR THE THREE AND STX MONTIIS PERIODS ENDED 30 JUNE 2016 (UNAUDITED)
(All amounts in Saudi Riyals thousands unless otherwise stated)

Advanced

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Segmental Analysis

A scgment is 4 distinguishable component of the Group that is engaged in providing products or services (a
business segment) or in providing products or services within a particular economic environment (a geographic
segment), which is suhject to risks and rewards thalt are different from those of other sepments.

Substantially all of the Group's operations are related to one operating segment which is the production and selling
Palypropylenc. Substantially all of the Group’s operations are conducied in the Kingdom of Saudi Arabia and
accordingly sesmental analysis by seographival and operating segment has not been presented.

Fair values

For investments traded in arganized markets, fair value s determined by relerence o guoled market bid prices.
The fair value of interest-bearing ilems is estimated based on discounted cash flows using interest rates for iems
with similar terms and risk characteristics.

Results of interim period

The Group has made all necessary adjustments which are important in order 1o present fairly in all material respects
the interim condensed consolidated lnancial position and results of operations. The interim condensed consolidated
financial results may not be considered an accurale basis for the actual resulis for the whole vear.

4.  AVAILABLE FOR SALE INVESTMENTS

AL 30 June 2016, available for sale investments includes strategic invesiment in another listed entity  and
investiments in discretionary portfolios and marketable securitics managed by local financial institutions and arc
presented at fair value, The balance includes restricted cash amounting 1o SR 23.95 million (30 June 2015 SR
10,08 million) classified as part of investments avatlable for sale,

Management has performed a review of investments to assess whether impainment has occurred in the value of
these investments. Based on the review, management has recorded impairment losses of SR 26.22 million (30
June 2015: nil} in the interim condensed consolidated statement of income for the six months period in respect
of investments available (or sule.

5 INVESTMENT IN AN ASSOCTATED COMPANY

On 3 September 2014, the Board of Dircclors of the Group approved the equily investment in PDH Plant with
Sk Gas (the “IV Co.7), for the production of TPropylene in South Korea, through AGIC, The total cost of the
project iz approximately 1155 900 million (SR 3.37 billion) and the project iz financed 40% by equiry from
sharcholders and 60% by the 1Y Co. through borrowing from lenders. AGIC previousty owns 35% equily stake
which was financed and guaranieed by the Group. Total commitment of the Group lor investment in the associate
was TS5 125 14 million (SR 46923 million) which was [ully paid in fanuary 2016, The project has commenced
the trial production in March 2016 and started commercial operations from April 1, 2016 with a designed capacity
of GO0.000 metric tons (MT) per annum.
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A INVESTMENT TN AN ASSOCTATED COMIPPANY (continued)

O 19 January 2016, the Group annmumced in Tadawul the admission of Petrochemical Tndustries Company (T'TC),

a [00% owned subsidiary of Kuwail Petrolcum Corporation (the nationa] oil company of State of Kuwail, KPC)

as a drd joint venture partner in the IV Co. PIC has acquired 253% equity and AGIC has sold 5% of its equity

ownership in the IV Co. Accordingly, the neve sharcholding of the 1V Co. s 45% by SK Gas, 30% by AGIC and

25% by PIC. As a resull of this transaction, the Group has recorded a gain in the interim condensed consolidaied

statement of income amounting to SR 1004 million (30 June 2015: nil) and the sales proceeds have been received

in {ull during the month of June 2016,

6. OTHER NON-CURRENT ASSETS
3 June 3 June
Mg 2016 2013

Employees” home ownership prograem (nole ) 160,503 -

Employee Share Ownership Program (nole b) 3,000 25,056

Others {note ) 1042 1.542

164,545 26,598

a) I represents balances related to employees’ Home Ownership Program (HOP).  The Company staried
building residential hovses for its employees in 2013; and in May and June of 20016, a total of 112 hovsing
units were distributed to direct hire Saudi employees under a long term repayment agreement. The employee
pays 17% of his monthly basic salary in addition 1o his housing allowance which is being applied as loan
repayment/installment uniil the total HOP loan is fully repaid.

1) Duoring 2012, the Roard of Directors approved an Employee Share Ownership Progeam ("ESOP") which

provides @ 5 year service benefits 1o cligible employces effective 1 June 2002, These employees, subject (o
their subscription o ESOF and meeting the underlying conditions, are given an option to buy the Company’s
shares, at an agreed cxercisc price, at a future date (the "vesting date”) once they become fully cntitled 1o the
shares, The LSOP cost is recognized as an expense over the period in which the service conditions are
fulfilled by the employees.
Tn relation to ESOP, the Company purchased its shares at SR 30 million through a local financial institution
under a custody arrangement and these shares are held by the loeal Gnancial institution as the Group al no
point will become legal owner. The valoe of such shares has been recorded under other non-corrent assefs.
The cligible employees will repay the exercise price of the shares to the Company at the completion ol the
vesting period. During the period, the Company has collected the dividend peitaining to the current and prior
periods amounting to SR 21.71 million from a local financial institution {acting as the custodian) on behall
of the employees and the Company has adjusted the same with the LSOP receivables [rom employees.

¢} Onhers represent amount due from a related party (key management personnel of the Company).
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7. DIVIDENDS

On 17 May 2016, the Board of Directors resolved 1o distribule interim eash dividend for the sceond quarter of
2016 of SR (.75 per share (1otaling SR 123 million).

On 1 March 2016, the Buard of Directors resolved to distribule interim cash dividend for the first quarter of 2016
ol SR 0.75 per share (totaling 512 123 million),

In Movember 2015, the Board of Dircelors proposed to distribute final cash dividend of SR 0.75 per share (1otaling
to SK 123 million} for the fourth quarter of 2015, This has been approved by the General Assembly in their
meeting held on 1 March 2016,

§ COMMITTMENTS

Capital commitments contracted bul not yvet incurred amounted to SR 131.9 million in respect of the emplovee
home ownership program (30 Junc 2015: SR 1945 million),

The Group has signed an agreement for the purchase of 80,000 MT per annvm of propylenc (an intermediate
product) which have been used in the production of polypropylene since 1 Qctober 2014.

9. CONTINGENCIES

The Group’s banker has given payment guarantees on behall of the Group in favor of Saudi Arameo for the
propane and sales gas supply agreements and others amounting o SR 302,19 million (30 June 2015: SR 452.03
million).

The Company has been liling its annual Zakat and Income Tax relumns with the General Authority of Zakal and
TFax (“the GAZT™) for the years from 2005 1o 2015, However, there is no assessment received so far lrom the
GAZT with respect to those vears,

The Zakat base has been computed based on the Company’s understanding of the zakat repulations enforced in
the Kingdom of Saudi Arabia. However, the zakal regulations in Saudi Arabia are subject lo dilferont
interpretations and a new zakat regulation is expected to be announced in due course. Accordingly, the
assessments to be raised by the GAZT lor those years could he different from the retumns filed by the Company.

. RELATED PARTY TRANSACTIONS AND BALANCES

Related parties represenls sharcholders, associated company, key personnel of the Company and entitics
controlled, juintly controlled or significamtly influenced by such parties.

Cruring the period, no signilicant transactions with the resulting balances were entered into with the related parties
ather than those disclosed under notes | and 6 to the inmerim condensed consolidated financial statements.

11, COMPARATIVE FIGURES

Certain of the prior period amounts have been reclassified to confonn with the presentation in the current period.



