BASIC CHEMICAL INDUSTRIES COMPANY
AND SUBSIDIARIES
(A Saudi Joint Stock Company)
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE-MONTH AND NINE-MONTH PERIODS
ENDED SEPTEMBER 30, 2013 AND INDEPENDENT
AUDITOR’S LIMITED REVIEW REPORT

BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES
(A Saudi Joint Stock Company)
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2013
Page

Limited review report

2

Interim consolidated balance sheet

3

Interim consolidated income statement

4

Interim consolidated cash flow statement

5

Notes to the interim consolidated financial statements

6 - 10

BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES
(A Saudi Joint Stock Company)
Notes to the interim consolidated financial statements
For the three-month and nine-month periods ended September 30, 2013 (Unaudited)
(All amounts in Saudi riyals unless otherwise stated)
1

General information
Basic Chemical Industries Company (the “Company” ) and its subsidiaries (collectively the “Group”) consist of
the Company and its various Saudi Arabian subsidiaries. The Company is principally involved in
manufacturing of hydrochloric acid, caustic soda, chlorine gas, sodium hypochlorite and other chemicals
associated with concrete treatment chemicals, detergents, adhesive materials and calcium chloride and
management and maintenance of projects and factories.
The Company is a Saudi Joint Stock Company and is registered in the Kingdom of Saudi Arabia, operating
under Commercial Registration (“CR”) No. 2050002795 issued in Dammam on 28 Dhul Al Hijjah 1392 H
(February 2, 1973). The registered address of the Company is P.O. Box 1053, Dammam 31431, Kingdom of
Saudi Arabia.
The accompanying interim consolidated financial statements include the accounts of the Company and its
directly controlled subsidiaries as mentioned below:
Effective ownership at
September 30,
2013
2012
Basic Chemicals National Company Limited (“BCNC”)
Chemical Marketing and Distribution Company Limited (“CMDC”)
Saudi Water Treatment Company Limited (“SWTC”)
Huntsman APC (“HAPC”)
National Adhesives Company Limited (“NAL”)

100%
100%
100%

100%
100%
100%

49%
47%

49%
47%

HAPC and NAL are consolidated as they are controlled and managed by the Company.
The Company’s subsidiaries are engaged in the manufacturing of chemicals for gas and oil treatment,
chemicals for road treatment, anticking chemicals for detergents, textiles and mines, hot-melt and cold-melt
adhesive materials and to produce and sell polyol chemical systems and other chemicals as well as to
purchase, formulate, process, export, import, market, distribute and act as agent for the sale of above
products.
The accompanying interim consolidated financial statements include all adjustments comprising mainly of
normal recurring accruals considered necessary by the Group’s management to present a fair statement of
the financial position, results of operations and cash flows. The interim results of the operations for the threemonth period and nine-month periods ended September 30, 2013 may not represent a proper indication for
the annual results of operations. These interim consolidated financial statements and notes should be read in
conjunction with the annual audited consolidated financial statements and the related notes for the year ended
December 31, 2012.
The accompanying interim consolidated financial statements were approved by the Company’s management
on October 27, 2013.
2

Summary of significant accounting policies
The principal accounting policies applied in the preparation of these interim consolidated financial statements
are set out below. These policies have been consistently applied to all periods presented.
2.1

Basis of preparation

The accompanying interim consolidated financial statements have been prepared under the historical cost
convention on the accrual basis of accounting, and in compliance with the Standard of Accounting for Interim
Financial Reporting issued by the Saudi Organization for Certified Public Accountants. Significant accounting
policies adopted by the Group for preparing such interim consolidated financial statements are consistent with
the accounting policies described in the 2012 annual audited consolidated financial statements of the Group.
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2.2

Critical accounting estimates and judgments

The preparation of interim consolidated financial statements in conformity with generally accepted accounting
principles requires the use of certain critical estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the reporting date and the reported
amounts of revenues and expenses during the reporting period. Although these estimates and judgments are
continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances. Management makes estimates and
assumptions concerning the future which will, by definition, seldom equal the related actual results.
2.3

Foreign currency translations

(a)

Reporting currency

These interim consolidated financial statements are presented in Saudi Riyals, which is the reporting currency
of the Group.
(b)

Transactions and balances

Foreign currency transactions are translated into Saudi Riyals using exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at the year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the interim consolidated income statement.
2.4

Cash and cash equivalents

Cash and cash equivalents include cash in hand and with banks and other short-term highly liquid investments
with maturities of three months or less from the purchase date.
2.5

Accounts receivable

Accounts receivable are carried at original invoice amount less provision for doubtful debts. A provision
against doubtful debts is established when there is objective evidence that the Group will not be able to collect
all amounts due according to the original terms of the receivables. Such provisions are charged to the income
statement and reported under “General and administrative expenses”. When an account receivable is
uncollectible, it is written-off against the provision for doubtful debts. Any subsequent recoveries of amounts
previously written-off are credited against “General and administrative expenses” in the income statement.
2.6

Inventories

Inventories are carried at the lower of cost or net realizable value. Cost is determined using the weighted
average method. The cost of finished products include the cost of raw materials, labor and production
overheads.
2.7

Investments

(a)

Subsidiaries

Subsidiaries are entities over which the Group has the power to govern the financial and operating policies to
obtain economic benefit generally accompanying a shareholding of more than one half of the voting rights.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are deconsolidated from the date that control ceases.
The purchase method of accounting is used to account for the acquisition of subsidiaries. The excess of the
cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired is recorded
as goodwill.
Inter-company transactions, balances and unrealized gains and losses on transactions between group
companies are eliminated. Unrealized losses are also eliminated.
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2.8

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation, except capital work in
progress which is stated at cost. Depreciation is charged to the income statement, using the straight-line
method, to allocate the costs of the related assets to their residual values over the following estimated useful
lives:





Number of years
25
15
3-5
4-7

Buildings and leasehold improvements
Plant and machinery
Furniture, fixtures and office equipment
Motor vehicles

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are included
in the income statement.
Maintenance and normal repairs which do not materially extend the estimated useful life of an asset are
charged to the income statement as and when incurred. Major renewals and improvements, if any, are
capitalized and the assets so replaced are retired.
Property, plants and equipment are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the amount by
which the carrying amount of the asset exceeds its recoverable amount which is the higher of an asset’s fair
value less cost to sell and value in use. For the purpose of assessing impairment, assets are grouped at
lowest levels for which there are separately identifiable cash flows (cash-generating units). Non-current assets
other than intangible assets that suffered impairment are reviewed for possible reversal of impairment at each
reporting date. Where an impairment loss subsequently reverses, the carrying amount of the asset or cashgenerating unit is increased to the revised estimate of its recoverable amount, but the increased carrying
amount should not exceed the carrying amount that would have been determined, had no impairment loss
been recognized for the assets or cash-generating unit in prior years. A reversal of an impairment loss is
recognized as income immediately in the income statement. Impairment losses recognized on intangible
assets are not reversible.
2.9

Borrowings

Borrowings are recognized at the proceeds received, net of transaction costs incurred. Borrowing costs that
are directly attributable to the acquisition, construction or production of qualifying assets are capitalized as part
of those assets. Other borrowing costs are charged to the income statement.
2.10

Accounts payable and accruals

Liabilities are recognized for amounts to be paid for goods and services received, whether or not billed to the
Group.
2.11

Zakat and tax

The Company is subject to zakat in accordance with the regulations of the Department of Zakat and Income
Tax (the “DZIT”). Foreign shareholders in the consolidated Saudi Arabian subsidiaries are subject to income
tax, Income tax provisions related to the foreign shareholders in such subsidiaries are charged to the noncontrolling interests.
Provision for zakat for the Company and zakat related to the Company’s ownership in the Saudi Arabian
subsidiaries is charged to the income statement. Additional amounts payable, if any, at the finalization of
assessments are accounted for when such amounts are determined.
The Company and its subsidiaries withhold tax on certain transactions with non-resident parties, including
dividend payments to foreign shareholders of the Saudi Arabian subsidiaries, in the Kingdom of Saudi Arabia
as required under Saud Arabian Income Tax Law.

8

BASIC CHEMICAL INDUSTRIES COMPANY AND SUBSIDIARIES
(A Saudi Joint Stock Company)
Notes to the interim consolidated financial statements
For the three-month and nine-month periods ended September 30, 2013 (Unaudited)
(All amounts in Saudi riyals unless otherwise stated)
2.12

Employee termination benefits

Employee termination benefits required by Saudi Labor and Workman Law are accrued by the Group and
charged to the income statement. The liability is calculated at the current value of the vested benefits to which
the employee is entitled, should the employee leave at the balance sheet date. Termination payments are based
on employees’ final salaries and allowances and their cumulative years of service, as stated in the labor law of
Saudi Arabia.
2.13

Revenues

Revenues are recognized upon delivery of the products or on performance of services. Revenues are shown
net of certain expenses and after eliminating sales within the Group.
2.14

Selling, distribution and general and administrative expenses

Selling, distribution and general and administrative expenses include direct and indirect costs not specifically
part of production costs as required under generally accepted accounting principles. Allocations between
selling and distribution, and general and administrative expenses and production costs, when required, are
made on a consistent basis.
2.15

Dividends

Dividends are recorded in the financial statements in the period in which they are approved by shareholders of
the Company.
2.16

Operating leases

Rental expenses under operating leases are charged to the income statement over the period of the
respective lease. Rental income is recognized on the accrual basis in accordance with the terms of the
contracts.
2.17

Earnings per share

Earnings per share for the three-month period and nine-month periods ended September 30, 2013 and 2012
has been computed by dividing the operating income and net income for each period by weighted average
number of shares outstanding during such periods.
2.18

Segment reporting

(a)

Business segment

A business segment is group of assets, operations or entities:
(i)
(ii)
(iii)

engaged in revenue producing activities;
results of its operations are continuously analyzed by management in order to make decisions related
to resource allocation and performance assessment; and
financial information is separately available.

(b)

Geographical segment

A geographical segment is group of assets, operations or entities engaged in revenue producing activities
within a particular economic environment that are subject to risks and returns different from those operating in
other economic environments.
2.19

Statutory reserve

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia, the Company is required
to transfer 10% of their net income to a statutory reserve until such reserve equals 50% of share capital.
Allocation for the statutory reserve is made for the interim period considering the net income for such period
which is adjusted at the year-end considering the net income for the year. This reserve currently is not
available for distribution to the shareholders of the Company.
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2.20

Reclassification

Certain amounts in the comparative 2012 interim consolidated financial statements have been reclassified to
conform to 2013 presentation.
3

Segment information
The Group operates principally in the following major business segments:
(i)
(ii)

Manufacturing, selling and trading of various types of chemicals;
Manufacturing and selling of adhesive and other materials.

Selected financial information for the nine-month periods ended September 30, 2013 and 2012, summarized
by the above business segments, was as follows:

2013
Sales
Net income
Total assets

Chemicals

Adhesive and
other materials

Total

286,519,406
25,078,863
442,402,905

231,868,061
15,588,069
196,903,752

518,387,467
40,666,932
639,306,657

Chemicals

Adhesive and
other materials

Total

526,896,057

2012
Sales

268,608,345

258,287,712

Net income

23,196,927

26,351,484

49,548,410

Total assets

430,719,718

254,220,028

684,939,746

The Group’s operations are principally conducted in Saudi Arabia.
4

Dividends
The shareholders of the Company approved dividends of Saudi Riyals 1.5 per share, amounting to
Saudi Riyals 41.25 million during the nine-months period ended September 30, 2013 which were fully paid
during the period.

5

Contingencies and commitments
(i)

The Group was contingently liable as of September 30, 2013 for bank guarantees and performance
bonds issued in the normal course of the business amounting Saudi Riyals 8.12 million (2012:
Saudi Riyals 11.24 million).

(ii)

The capital expenditure contracted by the Group but not yet incurred till September 30, 2013 was
approximately Saudi Riyals 51.73 million (2012: Saudi Riyals 14.5 million).
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