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Independent Auditor’s Report on the Audit of the Financial
Statements To the Shareholders of Saudi Kayan Petrochemical
Company (A Saudi Joint Stock Company)

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Saudi Kayan Petrochemical Company (Saudi Kayan - A Saudi Joint
Stock Company (“the Company”), which comprise the statement of financial position as at 31 December 2017,
and the statement of income and other comprehensive income, statement of changes in equity and statement of
cash flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at 31 December 2017, and its financial performance and its cash flows for the year then ended
in accordance with International Financia] Reporting Standards that are endorsed in the Kingdom of Saudi Arabia
and other standards and pronouncements that are issued by the Saudi Organization for Certified Public
Accountants.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the Kingdom
of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the Company in accordance
with professional code of conduct and ethics endorsed in the Kingdom of Saudi Arabia that are relevant to our
audit of the financial statements, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matiers were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our audit addressed the matter is provided in that
context.

We have fulfilled the responsibilities described in the auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of the
financial statements. The results of our audit procedures, including the procedures performed to address the
matters below, provide the basis for our andit opinion on the accompanying financial staiements.
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Independent Auditor’s Report om the Audit of the Financial
Statements To the Shareholders of Saudi Kayan Petrochemical
Company (A Saudi Joint Stock Company) (continued)

Key Audit Matters (continued)

The key audit matter

How the matter was addressed in our audit

Transition to IFRS

As a result of the regulatory requirement in the
Kingdom of Saudi Arabia, effective 1 January 2017,
the Company is required to prepare the financial
statements in accordance with International Financial
Reporting Standards (“IFRS™) as issued by the
International Accounting Standards Board (“IASB™)
and as endorsed in the Kingdom of Saudi Arabia
(“KSA”).

For all periods up to and including the year ended 31
December 2016, the Company prepared and published
its audited financial statements in accordance with
Generally Accepied Accounting Principles (GAAP)
issued by SOCPA in KSA (SOCPA GAAP).

The financial statements for the year ended 31
December 2017 are the Company’s first annual
financial statements in accordance with IFRS as
endorsed in KSA.

Accordingly, the Company has applied IFRS as
endorsed in KSA for preparation of its financial
statements for the year beginning 1 January 2017, as
well as for presenting the relevant comparative
periods. In compliance with requirements of IFRS 1
as endorsed in KSA, the Company’s opening
statement of financial position was prepared as at 1
January 2016 after incorporating required adjustments
to reflect the transition to IFRS as endorsed in KSA
from the previous SOCPA GAAP. The Company has
assessed the impact and signficant adjustments are
made on transitioning from SOCPA GAAP to IFRS as
endorsed in KSA in the Company’s opening statement
of financial position and financial statements as at 1
January 2016 and 31 December 2016, respectively.

‘We considered this as a key audit matter since the first
time adoption of IFRS has significant impact on the
financial statements from the recognition,
measurement and disclosure perspective.

Refer to note 6 to the financial statements for the
details of transition and reconciliation adjustments
between SOCPA GAAP and IFRS as endorsed in
KSA.

We performed the following procedures in respect of
the transition to IFRS as endorsed in KSA:

*  Assessed the appropriateness of the
implementation of TFRS as endorsed in KSA in
accordance with the provisions of IFRS 1;

* Assessed the appropriateness of the
accounting policies adopted;

«  Evaluated the position papers on technical
matters, detailed implementation plans (DIPs) and
GAAP differences identified by the Company’s
Management;

= Tested the sample of adjustments (including
calculation and recording) made to wvarious
balances and transactions to bring them in line
with IFRS as endorsed in KSA;

»  Assessed the appropriateness of disclosures
made in relation to the transition impact from
SOCPA GAAP to IFRS as endorsed in KSA; and

= Assessed the appropriateness of exceptions to
retrospective application of other IFRSs as
endorsed in KSA and optional exemptions availed
by the Company from full retrosective application
of certain IFRSs as endorsed in KSA, in preparing
the financial statements.
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Independent Auditor’s Report on the Audit of the Financial
Statements To the Shareholders of Saudi Kayan Petrochemical
Company (A Saudi Joint Stock Company) (continued)

Key Audit Matters (continued)

The key audit matter

How the matter was addressed in our audit

Uncertain Zakat Position

During the year, the General Authority of Zakat and
Tax (“GAZT™) issued the zakat assessments for the
years from 2012 to 2015 with an additional liability of
SR 144 million. The Company has filed an appeal
against the assessments.

The Company’s management is of the view that they
will win this appeal and based on that they did not
account for the additional zakat liability.

The accounting for this uncertain zakat positions
comprises significant judgement by the management
mainly in the area whether to recognise this uncertain
position as a contingent liability or as a provision.

Given the high level of management’s judgement we
considered this area to be important for our audit.

We performed the following procedures in relation to
the additional assessed zakat liability:

e  Evaluated this zakat case by evaluating the report
issued by the GAZT;

® Gained an understanding of the process
management followed to assess the impact of the
assessment;

e Evaluated the zakat opinion of management’s
experts obtained by the Company on the
respective case;

e  Together with specialists in our team, evaluated
the reasonableness of management’s assessment
for the accounting of the uncertain zakat position
in the light of zakat regulations, recent practices

of GAZT and merits of the appeal filed with the
GAZT against the assessments raised; and

e Assessed the appropriatness of the disclosure
made in relation to the contingent liability in
respect of the additional liability for the zakat
assessed and the status of the related appeal.

Other information included in the Company’s 2017 Annual Report

Other information consists of the information included in the Company’s 2017 annual report, other than the
financial statements and our auditor’s report thereon. Management is responsible for the other information in its
annual report. The Company’s 2017 annual report is expected to be made available to us after the date of this
auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

When we read the Company’s 2017 annual report, if we conclude that there is a material misstatement therein,
we are required to communicate the matter to those charged with governance.






































































































































































































