Saudi Arabian Fertilizers Company (SAFCQ)
(A Saudi Joint Stock Company)

INTERIM FINANCIAL STATEMENTS (UN-AUDITED) AND
AUDITORS’ LIMITED REVIEW REPORT

FOR THE THREE AND S1X MONTHS PERIODS ENDED
30 JUNE 2016



S Ernst & Young & Co. {(Public Accouniants) Telk +966 13 8499500
%% A" Hoor — juffali Buitding Fax: +9606 13 882 7274
1 0 Box 3795

Buildim‘; a better Al ihobar 31952
working world Saudi Aratia WYWL.EY.C0m
Registraltion Bumber: 4%

LIMITED REVIEW REPORT TO THE SHAREHOLDERS
OF SAUDI ARABIAN FERTILIZERS COMPANY (SAFCO)
A SAUDI JOINT STOCK COMPANY

Scope of limited review:

We have reviewed the accompanying interim balance sheet of Saudi Arabian Fertilizers
Company ("SAFCO" or the "Company™), a Saudi Joint Stock Company as at 30 June 2016
and the related interim statement of income for the three and six months periods then
ended and the interim statements of cash flows and changes in shareholders’ equity for the
six months period then ended. These interim financial statements have been prepared by
the Company 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 (SQCPA). The limited review consists principally of applying analyticaf
procedures to financiai data and information and making inguiries 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 modifications that should be
made to the accompanying interim financial statements for them to be in conformity with
accounting standards generally accepted in the Kingdom of Saudi Arabia.
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Saudi Arabian Fertilizers Company (SAFCO)
(A Saudi Joint Stock Company)

INTERIM BALANCE SHEET (UN-AUDITED)
As at 30 June 2016

Note
ASSETS
CURRENT ASSETS
Cash and cash equivalems
Short term deposits
Accounts receivable
Prepayments and other receivables
Inventories
Heme ownership receivable - current portion

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Investment in an associate
Available for sale investments
Property, plant and equipment
Home ownership receivable
Employees' advances

Deferred costs

TOTAL NON CURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES

Accounts payable and accruals

Dividends payable

Zakat provision

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITY
Employee's terminal benefits and saving plan
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY

Share capital

Statutory reserve

General reserve

Retained eamings

Unrealized gain from available for sale mvestments

TOTAL SHAREHOLDERS' EQUITY

(P8}

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

. >
o o - .
R Sl e oo
Designated Member
Abdulaziz H. Al-Habdan

Company’s President
Ahmed M, Al Jabr

The anached notes form an integral part ot these interim financial statements.

2016 2413
SRGON" SR"000"
877,938 1,364,313
- 720.000
383,953 518,729
181,059 {15,289
478,112 403.389
17,579 12.610
1,938,641 3.127.330
676,347 668.199
397,747 514,765
5,294,254 4,821,755
138,207 64.007
12,350 1464
12,779 16,519
6,531,684 £.096.709
e Bd70.328 9,224,039
619,305 304,849
809,065 179,260
28.941 50,720
1,457,311 534 859
617.724 580,511
2,075,035 F.113,370
4,166,667 4.166.667
1,879,710 1.666.667
45,105 45,105
966 1.810,370
302,842 419.860
6,395,290 8.108.669
8470325 99234639
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Finance Director
Abdulialy A. Al Ghamdi




Saudi Arabian Fertilizers Company (SAFCO)

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF INCOME (UN-AUDITED)

For the three and six months periods ended 30 June 2016

Sales
Cost of sales

GROSS PROFIT

Generat and administration expenses
INCOME FROM MAIN OPERATIONS

Other income, net
INCOME BEFORE SHARE IN RESULTS OF
AN ASSOCIATE AND ZAKAT

Share in results of an associale
INCOME BEFORE ZAKAT

Zakat
NET INCOME FOR THE PERIOD

Earning per share (SR) :

Afttributable to income from main operations
Attributable to net income

Weighted average number of shares
cutstanding (in thousands)

Designated Member
Abdulaziz H. Al-Hahdan

For the three months

For the six months period

period ended 30 June ended 30 June
2016 2013 2016 2015
SR"000" SR"“G00™ SR"000" SR0UG"
709,853 §83,745 1,401,083 1,846,163
(445.075) (329.735) (865.047) {689.061)
264,778 553.99¢ 536,036 {137,102
{17.025) {16,657} (32,23  (36918)
247,753 337,333 503,802 1,120,184
17.024 43340 34745 46,233
264,777 580,673 528,547 1166417
36,203 31.587 67,298 52.318
300,980 612,260 595,845 1,218,735
(1,500) {16.500) {10.500) (33,000
e 299480 595760 ____ SBS345 1,185,735
S Ny 7 S—— X  UE: 1 —— . 1
e 316,667 e 310,667 416,667 . 416,667
_‘_"____.-—ﬂ‘f-"»—%))- J
;}. - ‘:?/

Company’s President

Ahmed M. Al Jabr

The attached notes form an integral part of these interim financial stalements,

Finance Director
Abdeilah A. AT Ghamdi
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Saudi Arabian Fertilizers Company (SATCO)
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)

Six months period ended 30 June 2016

OPERATING ACTIVITIES
Income before zakal
Adjustments for:
Depreciation and amortization
Share in results of an associate
Dividends income from available for safes investments
Financial income, net

Changes in operating assets and liabilities:
Receivables
Inventories
Payables

Cash from operations

Emplovees' terminal benefits and saving plan, net
Employees’ home ownership program, net

Zakat paid

Net cash from operating activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Dividends received

Financial income received

Praceeds from disposal of property, plant and eguipment
Short term deposits

Net cash used in investing activities

FINANCING ACTIVITY
Dividends paid and directors’ remuneration

Net cash used in financing activity
DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents al the beginning of the period
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

The atzached notes form an integral part of these interim financial statements,

Perind from the beginning of
the vear to 30 June

2016 2005
SR"G60" SRUH60™
595,845 1.218.738
220,243 167,080
(67,298) (52,318)
(14,236) (9,490}
(11,501) (4.526)
723,053 1.319.481
341,139 112,226
(43,478) (16,511}
55,207 57,929
1,076,011 1,473,125
21,768 27,923
9,415 6.531
(52,199) (69.934)
1,054,995 1.437.445
(409,961) (140,010}
14,236 139.236
11,501 4,526
. 802
. . {720.000)
(384.224) (715.446)
(1.252.872) {997,780)
(1.252.872) (997.780)
(582,101) (275.781)
1,460,039 1,640,094
eSO 1,304,313
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Saudi Arabian Fertilizers Company (SAFCO)
(A Saudi Joint Stock Company)
INTERM STATEMENT OF CASH FLOWS (UN-AUDITED) - continued

Six months period ended 30 June 2016

Supplemental non cash transactions;

Period from the beginning of
the year to 34 June

2016 2013

SR000" SR"00G
Dividends receivable - 9,490
Transfer from property. plant and equipment 10 home ownership receivable 70,882 ... ..47326

e f/_

T .
Designated Member Company’s President Finance Director
Abdulaziz H. Al-Habdan Ahmed M, Al Jabr Abdutlah A, Al Ghamdi

The attached notes form an integral part of these interim financial statements.
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Saudi Arabian Fertilizers Company (SAFCO)
(A Saudi Joint Stock Company)

NOTLES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
A1 30 June 2016

1 ACTIVITIES

Saudi Arabian Fertitizers Company {the "Company™ or "SAI'CO") is 2 Saudi Jeint Stock Company tncorporated
under Royal Decree Number M/13 dated {1 Jumada | 1385H (corresponding io 7 September 1965). The
Company was initially registered in the city of Dammam with Commercial Registration number 2055001841
dated [ Dhi al-Hijjah 1385H (coresponding to 24 March 1966), and fater on the Company's head office was
shifted ta Jubail Induswial City with commercial registration number 2055002359 dated 2% Shawwal 1411H
(corresponding ta 14 May 1991). The previous commercial registration was converted 1o a branch.

The Corapany’s present principal business activity is the manufacture and couversion of Eres and Ammonia.

SAFCO helds a 50% equity interest in Nationa! Chemical Fertilizers Company ("1bn Al Baytar"), 3.87% equity
interest in Arabian Industrial Fibers Company ("Ibn Rushd”), and 1.69% equity interest in Yanbu National
Petrochemicals Company ("Yansab").

2 SIGNIFICANT ACCOUNTING POLICIES

These interim financial statements have been prepared in accordance with accounting standards generally
aceepted in the Kingdom of Saudi Arabia. The significant accounting pelicies adopied are as follows:

Accounting convention
These interim financial statements are prepared under the historical cost convention except for the meastrement of
available for sale investments at fair value,

Use of estimates

The preparation of interim financial statements in conformily with generally accepied accounting principles
requires the use of estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of centingent assets and liabilities at the date of the interim financial statements and the reported
amounts of revenues and expenses during the reporting period. These estimates are considered reasonable in the
given circumstances of the Company.

Cash and cash equivalents
Cash and cash equivalents consist of bank balances, cash on hand, short term Murabahat that is readily convertible
into known amounts of cash and have original matarities of three months or less.

Short term deposits
Short term deposits are deposits with financial institutions that are readily convertible into known amounts of cash
and have a maturity of more than three months and less than one year.

Accounts receivable

Accounts receivable are stated at the oniginal invoice amount less an allowance for any uncollectible amounts. An
estimate for doubtful debt is made when the collection of the account receivable amount is considered doubtful,
Bad debts are written off as incurred.

Inventories

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

Raw materials, consumables and spare parts - purchase cost on a weighted average basis

Finished producis - cost of direct materials and labour plus anributable
overheads based on a normal level of activity,

~}




Saud: Arabian Fertilizers Company (SAFCQO)
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)-continued
At 30 lune 2016

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Available for sale investments

These represcat investents which are neither bought with the intention of being held to maturity nor for trading
purposes. Such investments are stated at fair value, Changes in fair value are credited or charged to the statement
of changes in sharcholders' equity. Where there is an ebjective evidence that invesiments may be impaired, the
estimated recoverable amount of those investments is determined and any impairment toss for the difference
between the recoverable amount and the carrying amount is recognised o the stalement of incomne.

Dividends from available for sales investments are recognized when dividends are declared,

Investment in an associate

Investment in companies where the Company effectively participates in the financial and operational decisions of
those investee companies, normally when the company acquire share between 20% to 50%, are accounted for
using the equity method.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in value.
Construction work in progress is nol depreciated. The cost of other property, plant and equipment is depreciated
on 2 straight line basis over the estimated useful [ives of the assets.

Turmaround costs related to major maintenance, which normally benefit more than one yvear are capitalised and are
depreciated aver the period until the date of the next planned turnaround. Should an unexpected turnaround occur
prior to the previously envisaged date of planned tumaround, then the previously undepreciated costs are
immediately expensed and the new turnaround costs are depreciated over the period likely to benefit from such
costs.

Expenditures for repeir and maintenance are charged to income. Improvement that increase the value or materially
extend the life of the related assets are capitalized.

Capital spare-parts which are considered essential te ensure coutinuous plant operation, are classified under
“property, plant and equipment” under the tangible assets, and are depreciated using the straight-line method in
accordance with the applicabie depreciation rates. The following two conditions must apply to all capitalized
spare-parts:

- They are not readily available in the marker, or unavailable.
. Their manufacturing requires an extended time to complete.

Deferred costs

Deferred costs represent the cost incurred for developing the infrastructure of land that will be used by the home
ownership program {the “HOP™) in the future. Deferred costs are classified under non-current assets and
amortized over 5 years.

The amortization expenses are included under cost of sales in the interim statement of income.

Impairment of nop-current assets

The Company reviews the canying values of its non-current assets for impainment when events or circumstances
indicate thal carryving value may not be recoverable. If such indicators exist, the recoverable amount of the asset is
estimated in order to determine the extent of impainnent (if any). Where it is not possible to cstimate the
recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash generating
unit to which the assct befongs.

The carrying value of the asset (or cash geperating unit) is reduced 1o the recoverable value when the recoverable
value is below the carrying value, bopairment loss is recognized as expense when incurred.

Where an bmpairment Joss subsequenily reverses, the carrying value of the asset is increased to the revised
estimate of its recoverable amount, so that the increased carryving amount dees not exceed the carmving amotnt that
would have been determined had no impairment Joss been recognized for the asset in prior yvears, The reversal of
ipainuvent loss is recognized as income once identified.




Saudi Arabian Fertilizers Company (SAFCO)
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AU DITED)-continued
AL 30 June 2016

2 SIGNIFICANT ACCOUNTING POLICIES (continned)

Employees’ home ownership program

The Company has a Home Ownership Program that offers efigible Saudi employees home ownership (the "HOP")
opportunities, Unsold housing units constructed for eventual sale 10 eligible Saudi employees are included under
property, plant and equipment and depreciated over 33 vears. Upon signing the sale contract, the related cost and
accumulated depreciation are derecognized and the loans receivable from the employees in respect of the purchase
of the housing urils are classified under long term assets and are recovered over a period not exceeding fwently
years, Installments recoverable within twelve months peried from the date of the balance sheet are ¢lassified under
current assets.

Accounts payable and accruals
Liabilities are recognized for amounts to be paid in the fitare for goods or services received, whether hilled hy the
supplier or not.

ZLakat

Zzkat is provided for in the interim financial statements based on the period share of the estimated zakat for the
whole year and it charged to interim statement of income, Differences between the edtimated zakat for the interim
period and the zakat provision that is caiculated based on the detailed calculation of the zakat base at year end are
accounted for at that time.

Employees' terminat benelits
Provision is made for amounts pavable under the Company's policies applicable 10 employees accumulated
periods of service at the interim balance sheet date.

Employees’ saving plan

The Company maintains an employees” saving plan for Saudi employees. The contributions from the participants
are deposited in separate bank account and Hability is established for these contibuiions. The Company’s
contribution under the saving plan is charged 10 the interim statement of income.

Dividends
Dividends arc recognized as a liability at the time of their approval by the Gereral Assembly. Interim dividends
are recorded as and when approved by the Board of Directors.

Revenue recognition
In general, most of the Company’s sales are made to SABIC {tbe "Marketer”™). Upen delivery of products to the
Marketer. sales are recorded at provisional selling prices net of selling, distribution apd marketing expenses paid
directly by (e Marketer. These selling prices are later adjusted based upon actual selling prices received by the
Marketer from third parties

Expeunses
Expenses related to executive management are classified as general and administration expenses. All other costs
arc considered as cost of sales.

Technology and inoovation cost
Techaology and mnovation cost are expensed when incurred.

Earnings per share
Busic earnings per share from nel income are caleulated by dividing Gie net inceme for the pariod by the weighted
average number of shares outstanding at period end.

Basic eamings per share from main operations are calculated by dividing income from main eperations for the
S ) 5 P
period by the weighted average number of shares outstanding at period end,




Saudi Arabian Fertilizers Company (SAFCO)
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)-continued
At 30 June 2016

2 SIGNIFICANT ACCOUNTING POLICIES {continued)

Foreipn currency {ransactions

Transactions in foreign currencies are recorded in Saudi Rivals at the rate of exchange ruling af the date of the
transaction. Monetary assets and liabilitics denominated in foreigm currencies are retranslated ar the rate of
exchange ruling at the interfim balance shect date. All differences are taken to the interim statement of income .

Segmental Analysis

A segment is a distinguishable component of the Company that is engaged in providing products or services {a
business segment} or in providing products or services within a particular economic eavironment (a geographic
segument}, which is subject to risks and rewards that are ditferent from these of other segments.

Substantzally ali of the Company’s operations are related to one operaling segment which is fertilizers including
the production of Urea and Ammenia in one location. Accordingly, segmental analysis by geographical and
operating segment has nol been presented.

Fair values
For investments traded in organised markets, fair value is detennined by reference to quoted market bid prices.

For unquoted equily investments, fair value is determined by reference 1o the related value of a similar
investments io case such value is not determinablz the cost is considered the fair value.

Results of the interim period

The Company has made ail necessary adjustments which are important in order to present fairly in all materiat
respects the interim financial pesition and results of operations. The interim financial results may not be
considered an accurate basis for the actual results for the whole year.

3 SHARE CAPITAL

Shiare capital is divided into 416,666,667 shares (2015; 416,666,667 shares) of SR 10 each.

4 DIVIDENDS

On 11 Ramadan 1437H {corresponding to 16 June 206), the Board of Directors approved to distribute interim
cash dividends amouniing SR 1.5 per share (SR 623 million in totah) for the first haif of 2016. The dividends have
been paid during July 2014,

On 24 Safar 1437H (cormresponding to 6 December 2015), the Board of Directors approved to distribute cash
dividends amounting SR 3 per share (SR 1,250 miliion in 1oal) for the second half of 2015. This has been
approved by the General Asserubly in their meeting held on 21 Jumada' If 1437H (comespending o 30 March
2016) and has been paid on 10 April 2016,

On 18 Ramadan 1436H {corresponding to 5 July 2013), the Board of Directors approved to distribute interim cash
dividends amounting SR 3 per share (SR 1,250 million i fotal) for the first half of 2015. The dividends have heen
paid during 2013,

On 13 Raby' | 1436H (corresponding to 4 Januvary 2015}, the Board of Directors approved tw distribute cash
dividends amounting SR 3 per share (SR 1,000 million in totah) and 25% bonas shares (totaling to SR 833
million} for the second half of 2014, This has been approved by the Exwraordinary General Assembiy in their
meeting held on 17 Jumada' If 1436H corresponding to 6 April 2015 and has been paid accordingly during 2015,

0




Saudi Arabian Fertilizers Company (SAFCO)
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED-contnued
AL 30 June 2016

5 CAPITAL COMMITMENTS

The Board of Direclors approved in their meeting held on 17 Jumada B 1436H (corresponding to 6 April 2015) a
capital project to supply and build up the new electricity station for SAFCO I and SAFCO 1] at the Cempany’s
complex in Jubail Industrial City at an estimated cost of SR 276.27 million. Total expenditure incuired up il 30
June 2016 amounted to SR 101.85 million in relation to this project.

The Board of Directors approved in their meeting held on 18 Ramadan 1436H {corresponding to S July 2G15) a
reliability project for SAFCO IV at the Company’s complex in Jubail Industial City with an cstimated
procurement and coustruction cost of SR 747 million. Total expenditure incurred up till 30 June 2016 amounted
to SR 205 miilien in relation to this project.

Morcover, the directors approved future capital expenditure in relation to other projects with an amount of SR
997.25 million (2015: SR 327 million},

6 COMPARATIVE FIGURES

Certain of the prior period’s amounts have been reclassified to conform to the presentation in the current period.




