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

At 30 September 2020

1 CORPORATE INFORMATION 

2 BASIS OF PREPARATION

2.1 Basis of measurement

2.2 Presentation and functional currency 

2.3 New standards, interpretations and amendments adopted by the Company 

3

The preparation of the Company’s interim condensed financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
accompanying disclosures, and the disclosure of contingent liabilities. The accounting estimates and assumptions used in
the preparation of these interim condensed financial statements are consistent with those used in the preparation of the
annual financial statements for the year ended 31 December 2019.  

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

Several amendments and interpretations apply for the first time in 2020, but do not have an impact on the interim
condensed financial statements of the Company.  

The Company is engaged in the production, conversion and manufacturing, marketing and trade of fertilizers of all types
inside and outside the Kingdom of Saudi Arabia.                                                                                                                              

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

These interim condensed financial statements have been approved on 3 Rabi’ I 1442H (corresponding to 20 October
2020).

All values are rounded to the nearest thousand (SR ‘000), except when otherwise indicated.

The interim condensed financial statements are prepared under the historical cost convention, except for the
measurement at fair value of financial assets at fair value through other comprehensive income, using the accruals basis
of accounting. For employee and other post-employment benefits, actuarial present value calculations are used.

The accounting policies adopted in the preparation of the interim condensed financial statements are consistent with
those followed in the preparation of the Company’s annual financial statements for the year ended 31 December 2019,
except for the adoption of new standards effective as of 1 January 2020. The Company has not early adopted any
standard, interpretation or amendment that has been issued but is not yet effective. 

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED)

Saudi Arabian Fertilizers Company is a Saudi Joint Stock Company (the "Company" or "SAFCO") incorporated under
Royal Decree Number M/13 dated 11 Jumada' I 1385H (corresponding to 7 September 1965). The Company was
initially registered in the city of Dammam with Commercial Registration number 2050001841 dated 1 Dhul al-
Hijjah1385H (corresponding to 24 March 1966), and later on the Company’s head office was shifted to Jubail Industrial
City with commercial registration number 2055002359 dated 29 Shawwal 1411H (corresponding to 14 May 1991). The
previous commercial registration was converted to a branch and then cancelled in 2013.

The interim condensed financial statements of the Company for the nine-month period ended 30 September 2020 have
been prepared in accordance with International Accounting Standard 34 Interim Financial Reporting (“IAS 34”) as
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements endorsed by the Saudi Organization
for Certified Public Accountants (“SOCPA”). 

The interim condensed financial statements do not include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the Company’s annual financial statements for the year
ended 31 December 2019. 

The Company's shares are owned 42.99% by Saudi Basic Industries Corporation (“SABIC”), 8.85% by the General
Organization for Social Insurance, and the remaining shares are owned by general public shareholders.

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

At 30 September 2020

4 EMPLOYEES’ BENEFITS
 30 September

2020
 31 December

2019
(Un-audited) (Audited)

SR"000" SR"000" 

Defined benefit obligations (DBO) 938,931 840,375
Defined contribution plan 41,515 38,842

980,446 879,217

The following table represents the movement of the defined benefits obligations:

 30 September
2020

 31 December
2019

(Un-audited) (Audited)

SR"000" SR"000" 

At the beginning of the period/ year 840,375            699,005
Transfer of benefit obligations from a related party -                    30,395
Current service cost 46,613              51,617
Interest cost 18,763              29,375
Paid during the period/year (25,402)             (28,719)             
Re-measurement losses on defined benefit plans 58,582              58,702

At end of the period/year 938,931            840,375

5 ZAKAT

a) Zakat charge for the period

The charge for the interim period is calculated based on estimated zakat charge for the whole year.

b) The movement in the Company’s zakat provision is as follows:
 30 September

2020
 31 December

2019
(Un-audited) (Audited)

SR"000" SR"000" 

At the beginning of the period/ year 39,294 68,248
Provided during the period/ year 24,195 37,902
Reversed during the period/year -                    (37,000)             
Paid during the period/ year (36,362)             (29,856)             

At end of the period/year                27,127                39,294 

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-
AUDITED) (continued)

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

At 30 September 2020

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-
AUDITED) (continued)

5 ZAKAT (continued)

c) Status of assessments

6 EARNINGS PER SHARE

2020 2019 2020 2019

             387,986              363,664           1,026,237              984,192 

             397,533              414,213           1,060,836           1,130,125 

             416,667              416,667              416,667              416,667 

                   0.93                    0.87                    2.46                    2.36 

                   0.95                    0.99                    2.55                    2.71 

There has been no item of dilution affecting the weighted average number of ordinary shares.

Zakat assessments have been agreed with the General Authority for Zakat and Tax ("GAZT") up to 2017. Zakat returns
for 2018 and 2019 have been submitted to the GAZT. However, the returns are still under the GAZT's review.

Zakat has been computed based on the Company's understanding and interpretation of the zakat regulations enforced in
the Kingdom of Saudi Arabia. The zakat regulations in the Kingdom of Saudi Arabia are subject to different
interpretations. The zakat liability as computed by the Company could be different from zakat liability as assessed by the
GAZT for years for which assessments have not yet been raised by the GAZT.

Basic earnings per share is calculated by dividing the net income for the period attributable to ordinary equity holders of
the Company by the weighted average number of ordinary shares outstanding during the period. 

The following reflects the income and shares data used in the basic and diluted earnings per share computations:

           Three-month period
             ended 30 September  

                Nine-month period
            ended 30 September 

Income from operations for the period
  (SR ‘000)
Net income attributable to equity holders
  of the Company (SR ‘000)
Weighted average number of ordinary
  shares (‘000)
Basic and diluted earnings per share from
  income from operations attributable to
  equity holders of the Company

Basic and diluted earnings per share from
  net income attributable to equity holders
  of the Company

In 2019, the Company received Zakat assessments for the years 2016 and 2017 with additional Zakat liability amounting
to SR 43.58 million. The Company filed an objection with the GAZT against these assessments. GAZT approved the
objections and issued revised Zakat assessments for the years 2016 and 2017 with Zakat liability amounting to SR 5.9
million and the same was paid by the Company during 2019. The excess provision amounting to SR 37 million was
reversed during 2019.

________________________________________________________________________________________
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Saudi Arabian Fertilizers Company (SAFCO) 
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)
At 30 September 2020

7 RELATED PARTY TRANSACTIONS AND BALANCES

Name of related party Nature of relationship

Saudi Arabian Oil Company ("Saudi Aramco") Ultimate parent

Saudi Basic Industries Corporation (“SABIC”) Shareholder (parent company)

National Chemical Fertilizers Company ("Ibn Al Baytar") Associate

Al Jubail Fertilizer Company (“Al Bayroni”) Affiliate

`

SR"000" SR"000" SR"000" SR"000" SR"000" SR"000" SR"000" SR"000" SR"000" 

2020
SABIC 2,545,993 393,412 79,846 38,141 28,689 -                           30,473 558,393 104,854 
Ibn Al-Baytar 8,556           2,508 -             -             -                        112,259         34,932         27,406 11               
Al-Bayroni 4,659              710 -             -             -                        163,687         13,471         14,310 2,469 
Saudi Aramco -                   131,144 -             -             -            -                   -              -    -   

SABIC affiliates -                     41,402 -             -             -            -                             2,343              970                36 

2019
SABIC 2,432,086 639,187 70,952 36,428 33,176 -                         146,346 561,843 93,525 

Ibn Al-Baytar 7,299         12,938 -             -             -                          87,266         61,808         35,742 12,712 

Al-Bayroni 2,620              989 -             -             -                        198,514         42,550         29,538 17,114 

SABIC affiliates -                       3,116 -             -             -            -                           39,241           1,587         14,317 

Related parties represent the ultimate parent company, parent company, associated companies, key personnel of the Company and entities controlled, jointly controlled or 
significantly influenced by such parties. Following is the list of the major related parties of the Company:

The following table provides the total amount of transactions that have been entered into with related parties during the nine months ended 30 September 2020 and
2019, as well as balances with related parties as at 30 September 2020 and 31 December 2019:

                           
      

 Sales to
related 
parties

Purchases 
from related 

parties
 Advance 
payment

 
Technology 

and 
innovation 

charged

 Shared 
services 
charged

 Management 
and services 
charges to 

related parties
Other  
services

 Amounts 
owed by 
related 

 parties 

 Amounts 
owed to 
related 
parties

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

At 30 September 2020

7 RELATED PARTY TRANSACTIONS AND BALANCES (continued)

8 FAIR VALUE MEASUREMENT

•   In the principal market for the asset or liability or
•  In the absence of a principal market, in the most advantageous market for the asset or liability.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The Company measures financial assets at fair value thorough
other comprehensive income at each statement of financial position date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED)
(continued)

•  The sales to and purchases from related parties are made at terms equivalent to those that prevail in arm’s length
    transactions. Outstanding balances at the period ended 30 September 2020 and the year ended 31 December 2019 are
    unsecured, interest free and settled in cash. There have been no guarantees provided or received for any related party
    receivables or payables. For the period ended 30 September 2020, the Company has not recorded any impairment of
    receivables relating to amounts owed by related parties. This assessment is undertaken each financial year by  
    examining the financial position of the related party and the market in which the related party operates. 

•  Prices and terms of payments for the above transactions are approved by the management.       

•  The Company has a service level agreement with SABIC (Shared Services Organization – SSO) for the provision of
    accounting, human resources, information technology (ERP/SAP), engineering, procurement and related services.

•  The Company's annual contribution to SABIC for technology and innovation is 1.5 % of total sales which is charged
    currently to the statement of income and other comprehensive income.

•    Substantially, all of the Company's sales are made to SABIC under marketing and off take agreements.

•  The management and operational activities of SAFCO and Ibn Al Baytar were consolidated in 1994 and this has no
    impact on the legal structure of either Company. All of the employees and their related balances were transferred to
    SAFCO.

•  The Company had entered into an Operation and Maintenance Agreement in 2018 with Al- Bayroni. This agreement
    covers miscellaneous costs  such as cleaning and maintenance, employees’ related costs, health and safety, quality
    control, production and engineering services, accounting and finance services, HR and IT services, warehousing
    services, total quality management services, administrative and custodial services. The costs for these above services
    are allocated as per the agreement.

•  Advances to SABIC represent the amount paid by the Company according to shared service agreement to finance the
   purchase of the Company’s materials and services.

•  Effective 16 June 2020, Saudi Arabian Oil Company ("Saudi Aramco") acquired 70% ownership over SABIC.

The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or a
liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest. A fair value measurement of a non-financial asset
takes into account a market participant's ability to generate economic benefits from the asset's highest and best use or by
selling it to another market participant that would utilize the asset in its highest and best use.

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

At 30 September 2020

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED)
(continued)

8 FAIR VALUE MEASUREMENT (continued)

•  Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities

SR"000" SR"000" SR"000" SR"000" SR"000" 

557,092 557,092 557,092 -               -               

SR"000" SR"000" SR"000" SR"000" SR"000" 

530,519 530,519 530,519 -               -               

9

10 COMMITMENTS AND CONTINGENCIES

•  Level 2: Valuation techniques for which the lowest level input that is significant to the fair value measurement is
    directly or indirectly observable

•  Level 3: Valuation techniques for which the lowest level input that is significant to the fair value measurement is
    unobservable

All of the Company’s operations are related to one operating segment which is fertilizers and it sell its products mainly to
one customer, the majority shareholder. Accordingly, segmental analysis by operating and geographic segment has not
been presented.

The Board of Directors approved future capital expenditures amounting to SR 133 million (31 December 2019: SR 359.9
million).

SEGMENT INFORMATION

Capital commitments

Letter of guarantee
The Company issued bank guarantees of amounting to SR 3 million (December 31, 2019: SR 5.5 million) in favor of
Customs authorities.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within
the fair value hierarchy. This is described, as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

Set out below is a comparison, by class, of the carrying amounts and fair value of the Company’s financial assets, other
than those with carrying amounts that are reasonable approximations of fair values:

Carrying 
amount

Fair Value Level 1 Level 2 Level 3

Fair Value Level 1 Level 2 Level 3

30 September 2020 (Un-audited)

31 December 2019 (Audited)
Carrying 
amount

Financial assets at fair value through
 other comprehensive income

Financial assets at fair value through
 other comprehensive income

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

At 30 September 2020

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED)
(continued)

11

12

In 2018, the management signed a non-binding Memorandum of Understanding with SABIC for the purchase of share
capital of SABIC Agri-Nutrients Investment Company, which will own 50% of the issued share capital of both the
National Chemical Fertilizers Company ("Ibn Al Baytar") and Al Jubail Fertilizer Company (“Al Bayroni”) and 33.33%
of the issued share capital of Gulf Petrochemical Industries Company (“GPIC”). 

On 28 Rabi' II 1441H (corresponding to 25 December 2019), the management announced the signing of a binding Share
Purchase Agreement ("SPA") with SABIC, pursuant to which the Company will acquire a 100% shareholding in SABIC
Agri-Nutrients Investment Company by increasing its share capital and issuance of new shares to SABIC. The total value 
of shares in SABIC Agri-Nutrients Investment Company will be SR 4,592 million and the considerations will be paid for
by issuing 59,368,739 ordinary new shares in SAFCO to SABIC valued at SR 77.35 per share. SABIC's ownership in
SAFCO post transaction will increase from 42.99% to 50.1%. 

On 12 Sha’ban 1441H (corresponding to 5 April 2020), the General Authority for Competition has sent the Company a
no objection notice of the acquisition transaction. On 18 Safar 1442H (corresponding to October 5, 2020), the Capital
Market Authority has approved the Company’s request for increase in share capital from SR 4,166,666,660 to SR
4,760,354,050 through the issuance of 59,368,739 additional shares to SABIC. The execution is dependent upon the
approval of the Extra Ordinary General Assembly meeting.

OTHER INFORMATION

On 14 Ramadan 1440H (corresponding to 19 May 2019), the Board of Directors approved to distribute interim cash
dividends amounting SR 1.5 per share (SR 625 million in total) for the first half of 2019. Dividends were available for
distribution to shareholders on 27 Dhu-Al-Qa’dah 1440H  (corresponding to 30 July 2019). 

Restricted cash amounting to SR 126.6 million (31 December 2019: SR 137 million) is maintained in separate bank
accounts for unclaimed dividends and not available for general use of the Company.

On 9 Rabi' II 1440H (corresponding to 16 December 2018), the Board of Directors proposed to distribute cash dividends
amounting SR 1.5 per share (SR 625 million in total) for the second half of 2018. This was approved by the General
Assembly meeting held on 2 Sha'ban 1440H (corresponding to 7 April 2019). Dividends were available for distribution
to shareholders on 16 Sha'ban 1440H (corresponding to 21 April 2019).

APPROPRIATION OF NET INCOME AND DIVIDENDS DISTRIBUTIONS

On 21 Ramadan 1441H (corresponding to 14 May 2020), the Board of Directors approved to distribute an interim cash
dividend amounting to SR 1.0 per share (SR 416 million in total) for the first half of 2020. Dividends were available for
distribution to shareholders on 14 Dhu al-Qa’dah 1441H (corresponding to 5 July 2020).

On 18 Rabi' II 1441H (corresponding to 15 December 2019), the Board of Directors proposed to distribute cash
dividends amounting SR 1.5 per share (SR 625 million in total) for the second half of 2019. This was approved by the
General Assembly in their extraordinary meeting held on 5 Sha'ban 1441H (corresponding to 29 March 2020). Dividends
were available for distribution to shareholders on 19 Sha'ban 1441H (corresponding to 12 April 2020).

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

At 30 September 2020

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED)
(continued)

13

14

There have been no events subsequent to the reporting date that would significantly affect the amounts reported in the
condensed interim financial statements as at and for the nine-month period ended 30 September 2020.

SUBSEQUENT EVENTS

SIGNIFICANT MATTERS DURING THE PERIOD

The outbreak of novel coronavirus (“COVID-19”) since early 2020, its spread across mainland China and then globally
caused disruptions to businesses and economic activity globally including the Kingdom of Saudi Arabia and the
declaration of this pandemic by the World Health Organization necessitated the Company’s management to revisit its
significant judgments in applying the Company's accounting policies and the methods of computation and the key
sources of estimation applied to the annual financial statements for the year ended 31 December 2019. Whilst it is
challenging now, to predict the full extent and duration of its business and economic impact, the Company’s
management carried out an impact assessment on the overall operations and business aspects including factors like
supply chain, travel restrictions, oil prices, product demand, etc. and concluded that, as of the issuance date of these
interim condensed financial statements, in view of the current uncertainty, any future change in the assumptions and
estimates could result in outcomes that could require a material adjustment to the carrying amount of the asset or liability
affected in the future periods. As the situation is rapidly evolving with future uncertainties, management will continue to
assess the impact based on prospective developments. 

________________________________________________________________________________________
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