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Independent auditor’s report on review of condensed 
consolidated interim financial statements 

To the Shareholders of Sahara International Petrochemical Company 

Introduction 

We have reviewed the accompanying 31 March 2020 condensed consolidated interim financial statements 
of Sahara International Petrochemical Company (“the Company”) and its subsidiaries (“the Group”) which 
comprises: 

• the condensed consolidated statement of financial position as at 31 March 2020;

• the condensed consolidated income statement for the three months period ended 31 March 2020;

• the condensed consolidated statement of profit or loss and other comprehensive income for the three

months period ended 31 March 2020;

• the condensed consolidated statement of changes in equity for the three months period ended 31

March 2020;

• the condensed consolidated statement of cash flows for the three months period ended 31 March 2020;

and

• the notes to the condensed consolidated interim financial statements.

Management is responsible for the preparation and presentation of these condensed consolidated interim 
financial statements in accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed in the 
Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on these condensed consolidated 
interim financial statements based on our review. 

Scope of review 

We conducted our review in accordance with the International Standard on Review Engagements 2410, 

‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’ that is endorsed 

in the Kingdom of Saudi Arabia. A review of interim financial information consists of making inquiries, 

primarily of persons responsible for financial and accounting matters, and applying analytical and other 

review procedures. A review is substantially less in scope than an audit conducted in accordance with 

International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia, and consequently 

does not enable us to obtain assurance that we would become aware of all significant matters that might be 

identified in an audit. Accordingly, we do not express an audit opinion. 

KPMG Al Fozan & Partners Certified Public Accountants, a 

registered company in the Kingdom of Saudi Arabia, and a non- 

partner Member firm of the KPMG network of independent firms  

affiliated with KPMG International Cooperative, a Swiss entity



Independent auditor’s report on review of condensed 
consolidated interim financial statements 
To the Shareholders of Sahara International Petrochemical Company (Continued) 

For KPMG Al Fozan & Partners 
Certified Public Accountants 

Abdulaziz Abdullah Alnaim 
License No: 394 

Al Khobar 
Date: 17 May, 2019 

Corresponding to: 24 Ramadan, 1441H 

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the accompanying 31 

March 2020 condensed consolidated interim financial statements of Sahara International Petrochemical 

Company and its subsidiaries are not prepared, in all material respects, in accordance with IAS 34, ‘Interim 

Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia. 
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(i) Document Results/Findings


ID Activity Reference Short Description Detailed Description of Risk Results and Findings


SR1


2.5.3 Other risk assessment 
procedures


1. Revenue recognition / 
Provisional pricing.


2. Understatement of losses 
related to expected credit 
losses or erroneous calculation 
of ECL related to trade 
receivables.


Revenue recognition as per IFRS 15: 1
- There is a risk of fraud relating to 
false sales during the period, for 
example by recording sales to 
marketer i.e. Sipchem Marketing 
Company of goods that are merely 
shipped to SMC and may not be 
subsequently sold to third party 
customers. Without eliminating the 
sales to SMC and consequently 
overstating revenue. 2- There is also a 
risk of fraud relating to sales cut-off as 
at the period end, for example 
overstating revenue by recording sales 
made in a subsequent accounting 
period in the current period/ or 
understating revenue by deferring 
recording sales made in the current 
accounting period to a subsequent 
period. 3- Further, the goods are sold 
at provisional prices to the marketers 
and certain price adjustments may 
come once the Goods are sold to 
ultimate customers. The provisional 
prices may not be adjusted at year end 
for un-sold stock where actual prices 
are different from provisional prices. 
Accordingly, management to meet 
specific stake holder expectations and 
achieve certain KPIs may manipulate 
revenue transactions to achieve 
desired results. Therefore, our audit 
procedures over revenue recognition 
requires special audit consideration 
because of the nature of the risk and 
the potential for intentional 
misstatements to the completeness, 
existence (occurrence) and accuracy of 
the revenue. Management may 
manipulate provisional price 
adjustments, or report sales that are 
not yet sold to third party customers. 
Further, DAT sales to customer 
premises for petrochemical products 
may be recognized at FOB or vice 
versa. NOTE: Revenue streams is 
primarily sale of petrochemical and 
related products and follow a same 
pattern for initiation, processing and 
recording. A very small revenue is 
generated from specialized products 
which is recognized over time. The 
revenue from such business accounts 
for < 1% of total revenues. We have 
therefore, combined revenue in 
significant accounts and disclosures 
and have not shown this separately. 
Although, specific procedures are 
performed on revenue generated from 


(?) Significant risks associated with significant account(s) and disclosure(s)


1.7.1.2.1 Summary of risks







such contracts to verify the CEA of 
revenue. Revenue stream generally 
follow the same nature, complexity, 
risks, processes and controls other 
than the insignificant amount for Be-
spoke specialized products. ECL 
Model and impacts on valuation of 
Receivables: There may be a potential 
impairment of trade receivables from 
measurement of expected credit losses 
(ECLs). The preparation of the 
estimate of impairment including the 
calculation of ECLs, assessment of 
significant increases in credit risk and 
other related matters (e.g. definition of 
default and significant increase in 
credit risk) involves subjective 
judgements and uncertainties, which 
requires special audit consideration 
because of the likelihood and potential 
magnitude of misstatements to the 
valuation of and disclosures for trade 
receivables. Further, management may 
intentionally understate the provision of 
expected credit losses based to 
achieve desired results including KPIs. 


SR2


● F.3 Audit Program
● 2.5.3 Other risk assessment 
procedures


Impairment of Property, plant 
and equipment


There is a potential impairment of 
assets arising from fluctuation in prices 
of petrochemical Products with low 
margin for certain CGUs, in particular 
IDC and PBT CGUs. The identification 
of indicators of impairment and the 
preparation of the estimate of the 
recoverable amount of an asset or 
cash-generating unit involves 
subjective judgments and 
uncertainties, which requires special 
audit consideration because of the 
likelihood and potential magnitude of 
misstatements to the valuation and/or 
disclosures for Property, plant and 
equipment. There is a risk that 
Property, plant and equipment and 
other non-current assets are 
recognized at amounts above their 
recoverable amounts due to adverse 
market conditions (e.g. failing 
petrochemical product prices) or 
competition by Chinese companies for 
certain products which may result in 
impairment of these assets.







Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Sales ☑ ☑


Detailed Description


Revenue recognition as per IFRS 15:


1- There is a risk of fraud relating to false sales during the period, for example by recording sales to marketer i.e. Sipchem Marketing Company of goods that are 
merely shipped to SMC and may not be subsequently sold to third party customers. Without eliminating the sales to SMC and consequently overstating revenue.  


2- There is also a risk of fraud relating to sales cut-off as at the period end, for example overstating revenue by recording sales made in a subsequent accounting 
period in the current period/ or understating revenue by deferring recording sales made in the current accounting period to a subsequent period.


3- Further, the goods are sold at provisional prices to the marketers and certain price adjustments may come once the Goods are sold to ultimate customers. 
The provisional prices may not be adjusted at year end for un-sold stock where actual prices are different from provisional prices. 


Accordingly, management to meet specific stake holder expectations and achieve certain KPIs may manipulate revenue transactions to achieve desired results. 
Therefore, our audit procedures over revenue recognition requires special audit consideration because of the nature of the risk and the potential for intentional 
misstatements to the completeness, existence (occurrence) and accuracy of the revenue. Management may manipulate provisional price adjustments, or report 
sales that are not yet sold to third party customers. Further, DAT sales to customer premises for petrochemical products may be recognized at FOB or vice 
versa. 


NOTE:
Revenue streams is primarily sale of petrochemical and related products and follow a same pattern for initiation, processing and recording. A very small revenue 
is generated from specialized products which is recognized over time. The revenue from such business accounts for < 1% of total revenues. We have therefore, 
combined revenue in significant accounts and disclosures and have not shown this separately. Although, specific procedures are performed on revenue 
generated from such contracts to verify the CEA of revenue. Revenue stream generally follow the same nature, complexity, risks, processes and controls other 
than the insignificant amount for Be-spoke specialized products. 


ECL Model and impacts on valuation of Receivables:


There may be a potential impairment of trade receivables from measurement of expected credit losses (ECLs). The preparation of the  estimate of impairment 
including the calculation of ECLs, assessment of significant increases in credit risk and other related matters (e.g. definition of default and significant increase in 
credit risk) involves subjective judgements and uncertainties, which requires special audit consideration because of the likelihood and potential magnitude of 
misstatements to the valuation of and disclosures for trade receivables. Further, management may intentionally understate the provision of expected credit 
losses based to achieve desired results including KPIs. 


SR3


4.5.6 Summary of control deficiencies


Compliance with Debt 
Covenants


- Sipchem(Group) has several long 
term commercial loans obtained from 
local and commercial Banks. The loans 
have certain financial ratios covenants 
attached that are required to be 
maintained. - There is a risk that in 
case of any breaches of loan 
covenants, the relevant financial 
institutions may demand repayment of 
the their loans immediately or on 
accelerated terms. - Loan agreements 
can be regularly modified, potentially 
triggering the need to assess whether 
derecognition of the existing loan and 
recognition of a new loan is required. - 
Over-borrowing places pressure on net 
margins and liquidity risk management. 
- Companies occasionally do not 
account for the borrowings at the 
effective interest rate. Failure to comply 
with covenants requirements, 
according to the term and conditions of 
Borrowing arrangements, financial 
institution have the ability to recall the 
loan given at any time,This will lead all 
the non current borrowing portions to 
be classified as current borrowings. 


Refer 1.7.1.2.1.0010







Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Long term loans and current portion of long term loans ☐ ☑


Risks that have a pervasive effect (financial statement level risks)


Document the effect on the review of interim financial information


ID Activity 
Reference Short Description Detailed Description of Significant Risk Effect on Interim Review


- Sipchem(Group) has several long term commercial loans obtained from local and commercial Banks. The loans have certain financial ratios  covenants 
attached that are required   to be maintained.


- There is a risk that in case of any breaches of loan covenants, the relevant financial institutions may demand repayment of the their loans immediately or on 
accelerated terms.


- Loan agreements can be regularly modified, potentially triggering the need to assess whether derecognition of the existing loan and recognition of a new loan is 
required.


- Over-borrowing places pressure on net margins and liquidity risk management.


- Companies occasionally do not account for the borrowings at the effective interest rate.


Failure to comply with covenants requirements, according to the term and conditions of Borrowing arrangements, financial institution have the ability to recall the 
loan given at any time,This will lead all the non current borrowing portions to be classified as current borrowings.


Accounts receivable ☑ ☑


There is a potential impairment of assets arising from fluctuation in prices of petrochemical Products with low margin for certain CGUs, in particular IDC and PBT 
CGUs.  The identification of indicators of impairment and the preparation of the estimate of the recoverable amount of an asset or cash-generating unit involves 
subjective judgments and uncertainties, which requires special audit consideration because of the likelihood and potential magnitude of misstatements to the 
valuation and/or disclosures for Property, plant and equipment.


There is a risk that Property, plant and equipment and other non-current assets are recognized at amounts above their recoverable amounts due to adverse 
market conditions (e.g. failing petrochemical product prices)  or competition by Chinese companies for certain products which may result in impairment of these 
assets.


Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Property, plant and equipment ☐ ☑







Sign Off History    


Status User Date


Reviewed Dale Clark 5/15/2020


Reviewed Furqanullah Khan 5/11/2020


Reviewed Faiz  Silachi 5/4/2020


Prepared Ruwantha Cooray 5/3/2020


SR new Going Concern issue related to COVID-19 Recent development of coronavirus (COVID-
19) and global recession are impacting the 
businesses in form of economic contraction, 
the applicable standard requires management 
to assess its impact on business and their 
projections / forecast. Also management need 
to assess whether this require post balance 
sheet event disclosure in the financial 
statements. These circumstances have already 
started impacting the business activities and 
may pose additional risks to financial 
projections / forecast. Also, the carrying 
amounts of assets and liabilities reported as of 
31 March 2020 may require material 
adjustments in the next financial year due to 
uncertainty caused by such events. Given the 
significance of the impact, we require 
management’s formal assessment on the 
magnitude of the disruptions caused by global 
recession and COVID-19 outbreak on the 
business. Also, its consequent impact on future 
projections / forecast and going concern 
assumption including the assessment of 
recoverability of assets reported as of 31 March 
2020. We also require management’s 
assessment/ consideration of disclosure of 
such events and estimate of its financial impact 
(if practicable) or a qualitative description of its 
subsequent operating situations in the financial 
statement as post balance sheet event. 


Refer 1.7.1.1.1.0010







Review Note


Review Note Response 
Text


Reopen 
Note


Reopen 
Response


Assigned 
To


Due Date Addressed 
By


Reference Created By Created On


Attach 
COVID-19 file 
note we 
prepared for 
year end in 
this section. 


attached 
1.7.1.2.1.005
0


Ruwantha 
Cooray


Ruwantha 
Cooray


Faiz  Silachi 5/4/2020


Attach 
impairment of 
CGU memo.


Attached in 
1.7.1.2.1.004
0


Ruwantha 
Cooray


Ruwantha 
Cooray


Faiz  Silachi 5/4/2020


Attach ECL 
memo 
prepared by 
FRM team. 


Covered 
under covid 
19 WP


Ruwantha 
Cooray


Ruwantha 
Cooray


Faiz  Silachi 5/4/2020


Attach 
working / 
memo on 
held for sale 
assets


Attached in 
1.7.1.2.1.003
0


Ruwantha 
Cooray


Ruwantha 
Cooray


Faiz  Silachi 5/4/2020







