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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Basic Chemical Industries Company
(A Saudi Joint Stock Company)

Opinion

We have audited the consolidated financial statements of Basic Chemical Industries Company (the “Company”)
and its subsidiaries (together the “Group”), which comprise the consolidated statement of financial position as at 31
December 2021, and the consolidated statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2021, and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by
the Saudi Organization for Chartered and Professional Accountants (“SOCPA").

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 Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the professional code of conduct and ethics that are endorsed in the Kingdom of Saudi Arabia that
are relevant to our audit of the consolidated financial statements and we have fulfilled our 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
consolidated financial statements for the current period. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Key Audit Matter | How our audit addressed the key audit matter

Impairment assessment of non-current assets

As at 31 December 2021, the Group has non-current | Our audit procedures included the following:
assets of Sauqi Biyals 771.4 million, net of impairment
losses of Saudi Riyals 6.1 million. o Assessed the reasonableness of management's
< identification of the Group's CGUs.

At each reporting date, the Group reviews whether there
are any evenls' orqhapges in circumstancgs (impairment | «  Evaluated management's assessment of the
indicators) which indicate that the carrying amount of identification of impairment indicators, including the
non-current assets may not be recoverable. If any conclusions reached.

impairment indicators are identified, management of the
Group performs a detailed impairment assessment by | «  Evaluated the design and implementation of key
calculating the recoverable amounts ~of non-current controls over the impairment assessment process
assets of the related Cash-Generating Units (the including identification of impairment indicators and

"CGUS'[') and compares them against their carrying estimation of recoverable amounts.
amounts.

o Evaluated the reasonableness of management's
assumptions used in the value-in-use workings to
determine the recoverable amounts of non-current
assets related to the Group's CGUs. This included:
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF BASIC CHEMICAL INDUSTRIES

COMPANY (Continued)

Key Audit Matter (Continued)

How our audit addressed the key audit matter

In determining the recoverable amounts, management
estimated the value-in-use of the non-current assets
related to certain CGUs of the Group ie (where
impairment indicators had been identified), based on
the business plans as approved by the Group's Board
of Directors which reflect management's view of the
external market conditions and certain key internal
variables including estimation of appropriate growth and
discount rates.

We considered this as a key audit matter as the
assessments of recoverable amounts of the non-current
assets require significant estimations and judgments
including product pricing, future economic and market
conditions, growth and discount rates.

Refer to Note 2.6 to the accompanying consolidated

i, Assessing the appropriateness of the
methodology and accuracy of the input data
used by management to estimate the value-in-
use based on discounted cash flow models;

ii. Testing the reasonableness of discount and
growth rates used in such discounted cash flow
models. Our internal valuation experts were

engaged to assist us to assess the
reasonableness of the discount and growth rates
used,

ii. Performing sensitivity analyses over key
assumptions in the calculation of the values-in-
use in order to assess the potential impact of a
range of possible outcomes.

financial statements for the accounting policy relating to
the impairment of non-current assets, Note 4 to the
accompanying consolidated financial statements for the
disclosure of critical estimates and judgments and Note
11.1 to the accompanying consolidated financial
statements for disclosure of other matters related to
impairment of non-current assets.

Assassed the adequacy and appropriateness of the
related disclosures in the accompanying consolidated
financial statements.

Other Matter
The consolidated financial statements of the Group for the year ended 31 December 2020 were audited by another
auditor who expressed an unqualified opinion on those statements on 30 March 2021.

Other Information

The Board of Directors of the Company (the "Directors”) is responsible for the other information. The other
information comprises information included in the Group’s 2021 annual report, other than the consolidated financial
statements and our auditors’ report thereon, which is expected to be made available to us after the date of this
auditors’ report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent with

the ctonsglidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

Whep we read the Group’s 2021 annual report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards that are endorsed in the Kingdom of Saudi Arabla and
other standards and pronouncements issued by SOCPA and Regulations for Companies and the Company's By-
laws, and for such internal control as management determines is necessary to enable the preparation of
cansolidated financial statements that are free from material misstatement, whether due to fraud or error.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF BASIC CHEMICAL INDUSTRIES
COMPANY (Continued)

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial

Statements (Continued) : . : =
In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or fo cease operations, or
has no realistic alternative but to do so.

Those charged with governance, i.e. the Board of Directors, are responsible for overseeing the Group’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing that are endorsed in the Kingdom of
Saudi Arabia, we exercise professional judgement and maintain professional skepticism throughout the audit. We
also:

. Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud Is higher than the one resulting from error, as fraud may involve
collusion, forgery, intentional omission, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

. Conclude on the appropriateness of management's use of the going concern basis of accounting and based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures
in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF BASIC CHEMICAL INDUSTRIES
COMPANY (Continued)

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements (Continued)

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Allied Accountants Professional Services Company
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BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudli Joint Stock Company)

Consolidated statement of profit or loss and other comprehensive Income
(All amounts In Saudi Riyals unless otherwise stated)

Year ended 31 December

2021 2020
Restated
Note Note 30
Sales 6 513,378,612 500,239,748
Cost of sales 7 (369,616,789) (366,941,852)
Gross profit 143,761,823 131,297,896
Selling and distribution expenses 8 (44,847,758) (44,581,873}
General and administrative expenses 9 (24,580,050) (22,247,485)
Other operating income - net 69,600 3,056,213
Operating profit 74,393,615 67,524,751
Loss on the fair value measurements of the derivative
financial instrument 21,30 {5,500,000) {7,100,000)
Finance costs (91,500) (136,862)
Profit before zakat and Income tax 68,802,116 60,287,889
Zakat expense 23 (6,166,138) {4,210,340)
Income tax expense 23 (5,926,898) (4,887,701)
Profit for the year 67,719,079 51,189,848
Other comprehensive income
Item that will not be reclassified to profit or Joss
Remeasurements of employee benefit obligations 19, 30 (2,791,816) (6,083,196)
Total comprehensive income for the year 54,927,263 45,106,652
Profit for the year Is attributable to:
Shareholders of Basic Chemical Industries Company 34,368,495 31,524,635
Non-controlling Interests 23,350,684 19,665,213
57,719,079 51,189,848
Total comprehensive Income for the year Is
attributable to:
Shareholders of Basic Chemical Industries Company 31,595,414 25,757,454
Non-controlling interests 23,331,849 19,349,198
64,927,263 45,106,652
Earnings per share
Basic and diluted earnings per share 27 1.25 1.15

ted financlal statements including notes and other explanatory information were authorized for lssue
by the Board of Directors on 30 March 2022 and were signed on thelr behalf by:

/7 ST

Alaa Al-Shalkh Far 6hme Lahoud

iatif Abdulhadi
Designated Member Chief Exacuﬂveo cor Chist Financial Officer

The accompanying notes are an Integral part of these consolidated financial statements,



BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudl Joint Stock Company)

Consolidated statement of financial position

(All amounts In Saudi Riyals unless otherwlse stated)

As at
31 December 31 December 1 January 2020
2021 2020
Restated Restated
Note Note 30 Note 30
Assets
Non-current assets
Property, plant and equipment 11 754,317,322 565,497,879 422,194,976
Right-of-use assets 12 17,089,027 18,465,885 3,516,320
Total non-current assets 771,406,349 683,963,764 425,711,296
Current assets
Inventories 13 88,924,053 77,390,500 85,950,400
Trade and other receivables 14 144,003,970 118,331,883 164,940,297
Cash and cash equivalents 15 71,364,137 84,447,626 79,749,958
Total current assets 304,202,760 280,170,009 330,640,655
Total assels 1,075,699,109 864,133,773 756,351,851
Equity and liabilitles
Equity
Share capital 17 275,000,000 275,000,000 275,000,000
Statutory reserve 18 69,458,983 66,022,133 62,159,669
Retained earnings 225,686,166 197,627,602 203,132,612
Equity attributable to the shareholders of 570,145,149 538,549,735 540,292,281
Basic Chemical Industries Company
Non-controlling Interests 10 58,249,691 63,467,742 70,618,544
Total equity 628,394,740 602,017,477 610,910,825
Liabllities
Non-current liabilities
Long-term borrowings 16 207,093,635 18,500,000 15,000,000
Lease liabilities 12 15,525,670 16,576,577 2,204,022
Employee benefit obligations 19 35,332,477 35,420,349 28,724,961
Decommissloning liability 20 6,060,864 - -
Derivative financlal instruments 21 22,500,000 17,000,000 9,900,000
Total non-current liabllities 286,512,646 87,496,026 55,918,083
Current liabilities
Trade and other payables 22 97,442,108 98,803,640 82,198,212
Lease liabllities — current portion 12 2,860,392 2,671,625 859,710
Long-term borrowings — current portion 16 52,400,000 67,065,944 -
Zakat and income tax payable 23 8,089,233 4,978,161 6,464,221
Total current liabllities 160,791,823 174,619,370 89,622,143
Total llabliities 447,304,369 262,116,206 145,441,126
otalauity and llabllities 1,075,699,109 864,133,773 756,351,951
The consolldated financlal statements including notes and other explanatory Information were authorized for Issue

by the Board'of Directors on 30 March 2022 and were signed on thelrbehalf by:

Y
~ZZRGdullatif Abdulhadi AlaaAlShakh " Fare¢Nohme Lahoud
Designated Member Chief Executlve Officer Chilef Financial Officer

The accompanying notes are an Integral part of these consolidated financlal slatements,
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BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudi Joint Stock Company)

Consolidated statement of cash flows

(All amounts in Saudi Riyals unless otherwise stated)

Cash flows from operating activities
Profit before zakat and income tax
Adjustments for:
Depreciation
Impairment losses on property, plant and equipment
Loss (gain) on disposal of property and equipment
Finance costs
Loss on the falr value measurement of derivative financlal
instruments
Provislon for employee benefit obligations
Loss on termination of a leass
ECL allowances
Provislon for inventory obsolescence
C es in o { nd liabllitles:
Decrease (Increase) in inventories
Decrease (increase) in trade and other receivables
(Decrease) increase in trade and other payables
Cash generated from operations
Finance costs pald
Employee benefit obligations paid
Zakat and income tax paid
Net cash Inflow from operating activities

Cash flows from investing activities

Payments for purchases of property, plant and
equipment

Proceeds from disposal of property and equipment

Net cash outflow from investing activities

Cash flows from financing activities

Proceeds from borrowings

Payments of lease liabilities

Dividends paid to the Company's shareholders
Dividends pald to non-controlling interests in subsidiaries
Net cash inflow from financing activities

Net change In cash and cash equlvalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Non-cash transactions:

Finance costs of lease liabilities caplitalized

Additions of right-of-use assets against lease liabilities
Decommissioning capitalized

Finance costs on borrowings capitalized

reclation on right-of-use assets capitalized

Note

11,12
11

16

23

16

28

12

16

Year ended 31 December
2021 2020
Restated — Note 30

68,802,115 60,287,889
18,647,262 28,078,973

- 3,390,051
1,025,016 (97,689)
91,500 136,862
5,500,000 7,100,000
3,453,359 3,280,406

- 19,966
845,039 (1,021,062)
2,678,755 3,209,586
(14,212,308) 5,260,314
(26,517,126) 47,018,605
(2,461,442) 17,705,428
57,852,160 174,459,329
(3,244,122) (758,143)
(6,333,047) (2,668,214)
(7,971,964) (9,973,230)
40,303,027 161,059,742
(198,202,193) (170,706,433)
114,393 300,912
(198,177,800) (170,405,521)
174,900,000 69,000,000
(1,658,116) (956,553)

- (27,500,000)
(28,550,000) (26,500,000)
144,791,884 14,043,447
(13,082,889) 4,607,668
84,447,626 79,749,958
71,364,737 84,447,626
604,376 -

. 16,177,092

6,060,864 &
2,271,813 2,780,693
463,343 539,236

The consglidated financlal statements Including notes and other explanatory information were authorized for issue
by the Boa(d of Directors an 30 March 2022 and were signed on their behaif by:

b
L4
\
/ L
=" Abdullatif Abddjhadi Alaa Al-Shalkh V Farés Nehme Lahoud
Designated Mambar Chlef Executive Offi Chief Financlal Officer

The accompanying notes are an integral part of these consolidated financial statements.
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BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended 31 December 2021
(All amounts in Saudi Riyals unless otherwise stated)

1 General Information

Basic Chemical Industries Company (the “Company” or “BCI") and its subsidiaries {collectively the “Group”) consist
of the Company and its subsidiaries as listed in Note 10. The Group is principally engaged in the manufacturing of
various chemicals as well as purchase, formulation, processing, export, import, marketing, distribution and acting
as an agent for the sale of chemicals.

The Company is a joint stock company registered in the Kingdom of Saudi Arabia under Commercial Registration
("CR”) number 2050002795 issued in Dammam on 28 Dhul Al Hijah 1392H (corresponding to 2 February 1973).
The registered address of the Campany is P.O. Box 1053, Dammam 31431, Kingdom of Saudi Arabia.

The accompanying consolidated financial statements include the accounts of the Company, its branches and its
various Saudi Arabian subsidiaries, operating under individual CRs. Also, see Note 10.

Impact of COVID 19

The novel Coranavirus (COVID-19) pandemic has spread across varfous geographies globally, disrupting business
and economic aclivities. COVID-19 has brought about uncertainties in the global economic environment. The fiscal
and monetary authorities, both domestic and international, have announced various support measures across the
globe 1o counter possible adverse implications.

In response to the spread of COVID-19 in Gulf Cooperation Council (*GCC”) and its resulting disruptions to the
social and economic activities In those markels over last two years, the Group's management continues to
proaclively assess its impacts on its opsrations, specifically possible challenges posed by the outbreak of new
variant - Omicron. The preventive measures taken by the Group in 2020 are still in effect including the creation of
on-going crisis management teams and processes, to ensure the health and safety of ils employees, customers,
and the wider community as well as to ensure the continuity of supply of its products throughout its markets.
Notwithslanding these challenges, the Group’s management believes that any new lockdown measures being
reintroduced will nol materially affect the underlying demand from the customers for the Group's products and
forecast, since in last lockdown the operations remained largely unaffected. Accordingly, the Group’s management
has considered the potential impacts of COVID-12 on the Group’s operations and concluded that as of tha date of
approval of these consolidated financial statements, the COVID-19 pandemic has had no direct material impact on
the Group’s financial results and no significant changes are required to the judgements and key estimatas used in
the preparation of the Group’s consolidated financial statements for the year ended December 31, 2021,

The Group conlinues to monitor the COVID-19 siluation closely and at this time the Group management is nol
aware of any factors that are expected to change the impact of the pandemic on the Group's operations during
2022 or beyond.

2 Suminary of significant accounting policies

The principal accounting policies applied for the preparation of consolidated financial statements of the Group are
set out below. The accounting policies have been consistently applied to all the years presented.

24 Basis of preparation

1) Statement of compliance

These consolidated financial statements of the Group have been prepared in compliance with international Financial

Reporling Standards ("IFRS") that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements endorsed by Saudi Organization for Chartered and Professional Accountants ("SOCPAY).
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BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the yearended 31 December 2021
(All amounts in Saudi Riyals unless otherwise stated)

2 Summary of significant accounting policies (Continued)
2.1 Baslis of preparation (Continued)

2) Historical cost convention

These consolidated financial statements are prepared under the historical cost convention except for the following
as explained in the relevant accounting policies:

a) Right-of-use assets and related lease liabilities

b} Employee benefit obligations

c) Derivative financial instruments

3} New and amended standards adapted by the Group

The Group has applied the following standards and amendments for the first time for their reporting periods
commencing on or after 1 January 2021,

¢ Interest Rate Benchmark Reform phase 2 - amendments to IFRS 9 ‘Financlal instrumsnts’, IAS 39
‘Financial instruments: Recognition and Measurement’, IFRS 7 'Financial Instruments; Disclosures’, and
IFRS 16 ‘Leases’, address the financial reporting impacls due to the interest rate benchmark reform,
including the replacement of an IBOR benchmark rate with an aftemative benchmark rate. Phase 2 is
effective for financial reporting periods beginning on or after January 1, 2021; end

¢ Covid-19-Related Rent Concessions - amendment 1o IFRS 16 ‘Leases’, which extends the practical relief
provided to lessees from performing lease modification accounting on a COVID-19-related rent concession
when certain criteria are met. The amendment is applicable for lease payments due on or before 36 June
2021,

No material impact was identified upon adoption of the new and amended standards.

4) Standards issuved but not yet effective

Cerlain new accounling standards and interpretations have been published that are mandatery for 31 December
2022 reporting periods and have not been early adopted by the Group. These standards are not expected to
have a material impact in the current or future reporting periods and on foreseeable fulure transactions.

2.2 Foreign currencies
(e} Funclional and presentation currency

ltems included in the consclidated financial statements of each of the Group's entities are measured using the
currency of the primary economic environment in which the Group operates (the functional currency’). The
consolidated financial statements are presented in "Saudi Arabian Riyals", which is the Group's presentation as
well as funclional currency for all entities.

(b} Transactions and balances

Foreign currency transaclions are translated into functional currency using the exchange rates prevailing at the
dates of the transactions, Foreign exchange gains and losses resulting from the seltlement of such transactions
and from the lranslation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in profit or lass.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions.
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BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudi Joint Stock Company)

Notes to the consolidated financlal statements for the year ended 31 December 2021
(All'amounts in Saudi Riyals unless otherwise stated)

2 Summary of significant accounting policies {Continued)

2.3 Basis of consolidation and equity accounting
(a) Subsidiaries

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries.
Control is achieved when the Group is exposed, or has rights, (o varable relurns from its involvement with the
investee and has the ability to affect those returns through its power over the inveslee. Specifically, the Group
confrols an investee if and only if the Group has:

' Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of
the investes);

] Exposure, or rights, to variable returns from its involvement with the investee, and

' The ability to use its power aver the invesies to affect its returns

Generally, there is & presumption that a majority of voting rights resultin control. To support this presumption and
when the Group has less than a majority of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power over an investee, including:

. The contractual arrangement with the other vole holders of the investee;
. Rights arlsing from other contractual arrangements; and
. The Company’s voling rights and potential voting rights

The Group reassesses whether or not it controls an investse if facts and circurnstances Indicate that there are
changes to orie or more of the three elements of control. Consolidation of & subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities,
income and expenses of a subsidiary acquired or disposed of duiing the year are included in the consolidated
financial statements from the date the Group gains control until the date the Group ceases lo conlrol the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the equity holders of the parent
of the Company and to the non-controlling interests, even if this resulls in the non-controlling interests having a
deficit balance. When necessary, adjusiments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Group's accounting policies, All intra-group assets and liabllities, equity, income,
expenses and cash flows relating to transactions between members of the Group are eliminatsd in full on
consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equily
transaction. If the Group loses control over a subsidiary, it:

Derecognises the assets (including goodwill} and liabilities of the subsidiary:
Derecognises the carrying amount of any non-controlling interests;
Derecognises the cumulative translation differences recorded in equity;
Recognises the fair value of the consideration received;

Recognises the fair value of any investment retained; and

Recognises any surplus or deficitin profit or loss.

- & 4 a4 a a

Reclassifies the parent's share of components previously recognised in ather comprehensive income to profit or
loss or retained earnings, as appropriate, as would be required if the Group had directly disposed of the related
assels or liabilities.

(b) Transaclions eliminated on consolidation
intra-group balances and transaclions, and any unrealised income and expenses arising from intra-group

transactions, are eliminated in preparing the consolidated financial statements. Unrealised losses are eliminated in
the same way as unrealised gains, but only to the extent that there is no evidence of impairment.
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BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended 31 December 2021
(All amounts in Saudi Riyals unless otherwise stated)

2 Summary of significant accounting policies (Continued)
23 Basis of consolidation and equity accounting {Continued)
{c) invastments in associatas

Associates are those entities in which the Group has significant influence, but not control, over the financial and
operaling policies. Significant influence is presumed to exist when the Group holds between 20 and 50 percent of
the voting power of ancther entity.

Investments in assoclales are accounted for using the equity method (equity accounted investees) and are
recognised initially at cost. The consolidated financia! statements include the Group's share of the income and
expenses and equity movements of equity accounted investees, after adjustments lo align the accounting policies
with those of the Group, from the date that significant influence commences until the date that significant influence
ceases. Unrealised gains arising from transactions with equity accounted investees are eliminated against the
investment to the extent of the Group's interest in the investee.

When the Group's share of losses exceeds its interest in an equity accounted investee, the carrying amount of thal
interest, including any long-term investments, is reduced to nif, and the recognition of further losses is discontinued
excepl to the extent thal the Group has an obligation or has made payments on behalf of the investee.

2.4 Property, plant and eguipment

Property, plant and equipment are staled at historical cost less accumulated depreciation and accumulated
impairment losses, except capital work-in-progress which are carried at cost. Historical cost includes expenditure
that is direclly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate,
only when it is prabable that fulure economic benefils associated with the item will flow to the Group and the cost
of the item can be measured reliably. The carrying amount of any compenent accounted for as a separate assel is
derecognised when replaced. All other repairs and maintenance are charged to profit or loss during the reporting
period in which they are incurred.

Land is not depreciated as it is deemed to have an indefinite life.

Depreciation is calculated on property, plant and equipment so as to allocate its cost, less estimated residval value,
on a straight line basis over the estimated useful lives of the assets. Depreciation is charged to profil or loss.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each annual
repoiling period. An asset's carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverabte amount.

Geins and losses on disposals are determined by comparing proceeds with carrying amount. These are included
in profit or loss.

Major spare parts and stand-by equipment qualify for recognition as properiy, plant and equipment when the Group
expects 1o use them during more than one year. Transfers are made to relevant operating assets category as and
when such items are available for use,

Assels in the course of construction or development are capitalised in the capital work-in-progress account. The
assetunder construction or development is transferred 1o the appropriate category in property, plant and equipment,
once the asset is in a location and / or condition necessary for it to be capable of operating in the manner intended
by management. The cost of an item of capital work-in-progress comprises its purchase price, construction /
development costs and any other directly attributable ¢osts to the construction or acquisition of an itern of capital
work-in-progress intended by management. Capital work-in-progress is not depreciated.
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Notes to the consolidated financial statements for the yearended 31 December 2021
{All amounts in Saudi Riyals unless otherwise stated)

2 Summary of significant accounting policies {Continued)
25 Financial instruments

2581  Financial assets

1) Classification

The Group’s financial assets are classified and measured at amorlised cost as such assets are held for collection
of contractual cash flows where those cash flows represent solely payments of principal and interest.

2) Recognition and measurerment

At Initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not
at fair value through profit or loss, transaction costs that are directly aitributable to the acquisition of the financial
assel.

Subsequent measurement of Group’s financial assets are at amerised cost. Interest income from these financial
assels is included in finance income using the effective interest rate method. Any gain or loss arising on
derecognition Is recoghised directly in profit or foss. Impairment losses are presented under “General and
administrative expenses” in the profit or loss,

3) Impairment

The Group assesses, on a forward looking basls, the expecled credit losses associated with its financhal assets.
The impairment methodology applied depends on whether there has been a significant increase in credit risk. Also
see Note 25.

For trade receivables, the Group applies the simplified approach permitted by IFRS 9 'Financial Instruments’ ("IFRS
2"), which requires lifetime expected credit losses lo be recognised from initial recognition of the receivables.

2.5.2 Financial liabllities

All financial liabilities are recognised at the time when the Group becomes a parly lo the contraclual provisions of
the instrument. Financial liabilities are recognized initially at fair value less any directly altributable transaction cost.
Subsequent to initial recognition, these are measured at amortized cost using the effective interest rate method.

A financial liability is de-recognized when the obligation under the liability is discharged or cancelled or expired.
Where an existing financial liability is replaced by another from the same lender on substantially differant terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a de-
recognition of the original liabilily and the recognilion of a new liability, and the difference in respective carrying
amounts is recognised in profit or loss.

253  Derivative financial Instruments and hedge accounting

The Group helds derivative financial instruments to hedge its interest rate risk exposures. Embedded derivatives
are separated from the host contract and accounted for separately if the host conlract is not a financial asset and
certain criteria are met. Derivalives are initially measured at fair value. Subsequent to initial recognition, derivatives
are measured at fair value, and changes therein are generally recognised in profit or loss. The Group designates
cerlain derivatives as hedging instruments to hedge the variabilily in cash flows associated with highly probable
forecast transactions arising from changes in interest rates. Al inception of designated hedging relationships, the
Group documents the risk management objective and strategy for undertaking the hedge. The Group also
documents the economic relationship between the hedged item and the hedging instrument, including whether the
changes in cash flows of the hedged item and hedging instrument are expected to offset each other.
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Notes to the consolidated financial statements for the year ended 31 December 2021
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2 Summary of significant accounting policies (Continued)
2.5.4  Offsetting financial assets and liabilities

Financlal assets and liabilities are offset and net amounts reported in the consolidated financial statements, when
the Group has a legally enforceable right to set off the recognized amounts and intends either to seitle on a net
basis, or 1o realize the assets and liabilittes simultaneously.

2.6 Impairment of non-financial assets

The Group assesses at each reporling date whether there is an indication that a non-financial asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the Group estimates
the assel's recoverable amount. An assel’s recoverable amount is the higher of an asset's or cash-generating unit's
("CGU") fair value less costs to sell and its value in use and is delermined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets. Where
the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. In determining fair value less costs to sell, an appropriate valuation model
is used.

Impairment losses are recognised in profit or loss in those expense categories consistent with the function of the
impaired asset.

For non-iinancial assets, an assessment is made at each reporiing date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Group eslimates the asset's or CGU's recoverable amount. A previously recognised impairment loss is reversed
only if there has bean a change in the assumptions used to determing the assel's recoverable amount since the
last impairment loss was recognised. The reversal is limited so that the carrying amount of the asset does hot
exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in
profit or loss. Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment
at the end of each reporting period.

27 Inventeries

Raw materials and consumable spares, work in progress and finished goods are stated at the lower of cost and net
realisable value. Cost comprises direct materials, direct labor and an appropriate proportion of variable and fixed
overhead expenditure, the latter being allocated on the hasis of normal operating capacity. Costs are assigned to
individual items of Inventory an the basis of weighted average costs. Costs of purchased inventory are determined
after deducting rebates and discounts.

Net realisable value is the estimated selling price in the ordinary course of business less the estimaled costs of
completion and the estimated costs necessary o make the sale. Provision for slow-moving inventories is made
considering various factars including age of the inventory items, historic usage and expected ulilization in future.

2.8 Trade receivables

Trade receivables are amounts due from customers for products sold and services performed in the ordinary course
of business, If collection is expected in one year or less, they are classified as current assets. f not, they are
presented as hon-current assets. A receivable 18 recognized when the goods are delivered as this is the point in
time that the consideration is unconditional because only the passage oftime is required before the payment is due.
The Group holds the trade recelvables with the objective to collect the contractual cash flows and therefore
measures them subsequently al amortised cost using the effective interest rate method. Detalls about the Group's
impairment policies and the calculation of the expected credit losses are provided in Noles 2.5 and 14. Subsequent
recoveries of amounts previously written-off are credited in profit or loss against “General and administrative
expenses’.
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{All amounts in Saudi Riyals unless otherwise stated)

2 Summary of significant accounting policies (Continued)
2.9 Cash and cash equivalents

Cash comprises cash in hand and demand deposits. Cash equivalents are short-term, highly liquid investments, if
any, that are readily convertible to known amounts of cash and which are subject to insignificant risk of changes in
value. Investments normally only qualify as cash equivalent if they have a malurity of three months or less from the
date of acquisition.

For the purpose of presentalion in the consolidated statement of cash flows, cash and cash equivalents include
cash in hand, deposils held at call with banks and other short-term highly liquid investments with original maturities
of three months or less thal are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

210 Share capital
Crdinary shares are classified as equity.
211 Trade payables

Trade payables are obligations to pay for goods and services that have been acquired in the ordinary course of
business from suppliers. Trade payable are classified as current liabilities if payment is due within one year or less.
If noi, they are presented as non-current liabilities. Trade payables are recognized initially at fair value and
subsequently measured at amortised cost using the effective interest rate method.

212  Borrowings

Borrowings are initially recognized at fair value (being proceeds recsived), net of eligible transaction costs incurred,
if any. Subsequent to initial recognition, borrowings are measured at amortized cost using the effective interest rate
method. Any difference between the proceeds (net of transaction costs) and the redemption amount is recognized
in profit or loss over the period of the borrowings using the effective interest rate method.

Borrowings are derecognised from the consolidated statement of financial position when the obligation specified in
the contract is discharged, cancelled or expired. The difference between the carnrying amount of a financial liability
that has been extinguished or transferred to another party and the consideration paid, including any non-cash
assets transferred or liabilities assumed, is recognised in profit or loss as other income or finance costs.

Borrowings are classified as current liabilities unless the Group has an unconditional right fo defer settlement of
the liability for al least twelve months after the reporting period.

213 Borrowing costs

General and specific borrowing costs that are directly atliibutable to the acquisition, construction or produclion of
qualifying assets are capilalized during the period of lime that Is required to complete and prepare the asset for its
intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready
for their intended use or sale. Investment income earned on the temporary invesiment of specific borrowings
pending their expenditure on qualifying assels is deducted from the borrowing costs eligible for capitalization. Other
borrowing costs are charged to profit or loss in the period in which they are incurred.

214  Employee benefit obligations

The Group operates a single employment benefit scheme of defined benefit plan driven by the Labor and Workman
Laws of the Kingdom of Saudi Arabla which is based on most recent salary and number of service years.

The employment benefits plan is not funded. Accordingly, valuations of the obligations under the plan are carried
out by an independent actuary based on the projected unil credit method. The costs relating to such plans primarily
consist of the present value of the benefits attributed on an equal basis 1o each year of service and the interest on
this obligation in respect of employee service in previous years.
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2 Summary of significant accounting policies (Cantinued)
244 Employee benefit obligations (Continued)

Current and past service costs related to employment benefits are recognized immediately In profit or loss while
unwinding of the liability at discount rates used are recorded in profil or loss. Any changes in net liability due to
actuarial valuations and changes in assumptions are taken as re-measurement in the other comprehensive income.

Re-measurement gains and losses arising from experience adjustments and changes in actuarial assumptions are
recognized directly in other comprehensive income and transferred to retained earings in the consolidated
statement of changes in equity in the period in which they oceur.

Changes in the present value of the defined benefit obligation resulling from plan amendments or curtailments are
recognized immediately in profit or loss as past service costs. End of service payments are based on employees’
final salaries and allowances and their cumulative years of service, as stated in the Labor Laws of Kingdom of Saudi
Arabia. The Group has no further payment obligations once the contributions have been paid.

215 Revenue from contracts with customers

Revenue from sale of goods is measured at the fair value of the consideration received or receivable in the ordinary
course of the Group's activities. The Group recognizes revenue from the sale of goods when control of the goods
is transferred to the customer, being when the producls are delivered to the customer, the customer has full
discretion over the use or sale of such goods, and there is no unfulfilled obligation that could affect the customer's
acceplance of the goods. Delivery occurs when the goods have been shipped 1o the specific location, the risks of
obsolescence and loss have been transferred to the customer, and either the cuslomer has accepted the products
in accordance with the sales contract, the acceptance provisions have lapsed, or the Group has objective evidence
that all ciiteria for aceeptance have been satisfied. The Group's contracts with customers for the sale of goods
include one performance obligation i.e. lo deliver goods to the custorner. Revenue is recognized at a point in time
upon satisfaction of such performance obligation.

216 Leases

At inception of a contract, the Group assesses whether a contractis or contains a lease. The Group recognises a
right-of-use asset and a corresponding lease liabilily with respect lo all lease agreements in which it is the lessee,
except for short-term leases (defined as leases with a lease term of 12 months or less) and |eases of low value
assets, For these leases, the Group recognises the lease payments as an operating expense on a straight-line
basis over the term of the lease unless another systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed.

216.1 Lease liabllities

The lease liability is initially measured at the net present value of the lease payments that are not paid at the
commencement date. The lease payments are discounted using the inlerest rate implicit in the lease. If that rale
cannot be readily determined, which is generally the case for leases in the Group, the incremental borrowing rate
is used, being the rate that the individual lessee would have to pay to borrow the funds necessary lo obtain an asset
of similar value to the right-of-use asset in a similar economic environment with similar terms, security and
conditions.

To determine the incremental borrowing rate, the Group:

] where possible, uses recent third-party finanging for an individuat lease contract as a starting point,
adjusted to reflect changes in financing conditions since third party financing was received,

* otherwise, uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for
leases held by the lesses, and

. makes adjustments specific to the lease, for example its term, country, currency and security.

Lease liabilities include the net present value of the following lease payments:

. fixed lease payments, less any lease incentives;

. variable lease payments that depend on an index or rate, initially measured using the index or rale at the
commencement date;

. the amount expected to he payable by the lessee under residual value guarantees;

. the exercise price of purchase options, if the lessee is reasonably cerain to exercise the options; and

. payments of penalties for terminaling the lease, if the lease term reflects the exercise of an option to

terminate the lease.
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2 Summary of significant accounting policies (Continued)

216 Leases (Continued)

2.16.1 Lease liabilities (Continued)

Lease payments to be made under reasenably certain exlension options are also included in the measurement of
the liability.

The lease liability is presented as a separate line in the consolidated statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability
{using the effective interest rate method) and by reducing the carrying amaunt to reflect the lease payments made.

The Group remeasures the lease liability (and makes a correspeonding adjusiment to the related right-of-use asset)

whenever:

J the lease term has changed or there is a change In the assessment of exercise of a purchase option, in
which case the lease liability is remeasured by discounting the revised lease payments using a revised
discount rate;

. the lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is remeasured by discounting the revised lease
payments using the Initial discount rate (unless the lease payments change is due to a chenge in a floating
interest rate, in which case a revised discount rate is used); and

. a lease contract is modified and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured by discounting the revised lease payments using a revised discount
rate,

2.16.2 Right-of-use assets

The right-of-use assels are initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement dates, plus any initial direct costs incurred.
The right-of-use assets are subsequently measured at cost less acoumulated depreciation and impairment losses,
if any.

Right-of-use assets are depreciated over the shorter perlod of the lease lerm or the economic useful life of the
underlying asset. If a lease transfers ownership of the underlying asseti or the cost of the right-of-use asset reflects
that the Group expecls to exarcise a purchase option, the related right-of-use asset is depreciated over the useful
life of the underlying asset. The depreciation starls at the commencerment date of the |ease.

Payments associated with short-term leases and leases of low-value assets are recognised on & straight-line
basis as an expense in profit or loss.

The right-of-use assets are presented as a separate line in the consolidated statement of financial position.

The Group applies 1AS 36 “Impairment of Assets” lo determine whether a right-of-use asset is impaired and
accounts for any identified impairment loss.

217 Provisions
a) General

Provisions are recognized when the Group has a present obligation (iegal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required fo settle the
obligation and a rsliable estimate can be made of the amount of the obligation. Where the Group expects some
or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognized
as a separate asset but only when the reimbursement is virtually certain. The expense relating to a provision is
presented in the consolidated statement of profit or loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a discount rate that reflects,

when appropriate, the risks spacific to the liability. When discounting is used, the increase in the provision due to
the passage of time is recognized as a finance cost.
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2 Summary of significant accounting policies {Continued)
217 Provisions {Continued)

b) Decommissioning iiabilities

Decommissioning costs are provided for al the present value of expected costs to seftle the obligation using
discounted cash flows and are recognized as part of the cost of tharelevant assel. The cash flows are diseounted
at a rate that reflects the risks specific to the decommissioning liability. The unwinding of the discount is expensed
in the consolidated statement of profit or loss as a finance cost. The estimated future costs of decommissioning
are reviewed annually and adjusted as appropriate. Changes in the esfimated future costs or in the discount rate
applied, are added to or deducted from the cosl of the asset,

218 Dividends

Dividend dlstribution to the Company's shareholders is recognised as a liability in the Company's consolidated
financlal statements In the period in which the dividends are approved by the Company's shareholders.

219 Zakat and income tax

The Group fs subject to zakat and income tax in accordance with the regulations of the Zakat, Tax and Customs
Authority("ZATCA”). Zakat, for the Company and ils subsidiarigs, Is calculated based on approximate zakat base
and adjusted profit and is charged to profit or loss. Income tax on the share of the adjusted profil related to the
foreign shareholders in the subsidiaries, Is charged to profit or loss. Additional amounts, if any, are accounted for
when determinad to be required for payment.

Income tax based on the applicable income tax rate is adjusted by changes in deferred lax assets and liabilites
altributable to temporary differences and to unused tax losses. Deferred income tax is provided in full, using the
liability method, on temporary differences arising between the tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements. Deferred income tax is not accounted for if it arises from initial
recognition of an asset or lability in a transaction olher than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates
{and laws) that have been enacted or substantially enacted by the end of the reporting peried and are expacted to
apply when the related deferred income tax assel is realised or the deferred income tax liability is seltled.

Deferred tax assets are recognised only if it is probable that future taxable amaunts will be available to utilise those
temporary differences and losses.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and
liabilites and when the deferred tax balances relate to the same laxation authority. Current tax assets and tax
liabilities are offset where the entity has a legally enfarceabls right to offset and intends either to seltle on a net
basis, or {o realise the asset and setile the liability simultaneously,

220  Segment reporting

An operating segment is a component of the Group that engages in business activities from which it may eam
revenue and incur expenses, including revenue and expenses that relale to transactions with any of the Group's
other components, All operating segments’ aperating results are reviewed regularly by the Group's Chief Operating
Decision Maker to make dacisions about resources to be allocaled fo the segment and to assess its performance,
and for which discrete financial information is available.

Segment results that are reported to the Group's Chief Executive Officerwhois the Chief Operating Decision Maker,
include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.

Sales betwsen segments are usually carried out at arm's length and are eliminated on consolidation. The revenus
from external parties is measured in the same way as in the statement of profit or loss. Segment assets and liabilities
are measured in the same way as in the consolidated financlal statemenis. These assets and liabilities are allocated
based on the operations and the geographical location of the segment .

2.1 Earnings per share
Basic and diluted earnings per share is calculated by dividing the profit attributable to shareholders of the Company,

excluding any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary
shares outstanding during the financial period.
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3 Falr value of assets and liabilities

The fair values of the Group’s financial instruments are estimated to approximate their carrying values since the
financial instruments are short term in nature, carry interest rates which are based on prevailing market inlerest
rates and are expected to be realized at their current carrying values within twelve months from the date of
consolidated statement of financial position. The fair value of the non-current financial liabilities are estimated to
approximate their carrying values as these carry interest rates which are based on prevailing market interest rates.
Derivative financial instruments are carried at fair value.

4 Critical accounting estimates and judgments

The preparation of consolidated financial statements in conformity with IFRS requires the use of certain crifical
estimates and judgments that affect the reported amounts of assets and liabilittes and disclosure of contingent
assets and liabilities at the reporting date and the reported amounts of revenues and expenses during the reporting
period. 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 clrcumstances. The Group
makes estimates and judgments concerning the future. The resulting accounting estimates will, by definition, seldom
equal the related actual resuits. The estimates that have a significant risk of causing a material adjustment to the
carrying amounts of assels within the next financial year are discussed below:

Expected credit loss ("ECL") model measturement

Measurement of ECL is an estimate that involves determination methedology, models and data inputs. Details of
ECL measurement methodology are disclosed in Note 14. The following components have a major impact on credit
toss allowance: definition of default, significant increase in credit risk, probability of default ("PD"), exposure at
default ("EAD"), and loss given default (“LGD”), as well as models of macro-economic scenarios. The Company
regularly reviews and validates the models and inputs to the models to reduce any differences between expected
credit loss estimates and actual credit loss experience.

Impairment assessment of property, plant and equipment
The Group's management, in accordance with the Group's accounting policy, tests assets or CGU for impairment

whenever impairment indicators exist, Among others, the events orchanges in circumstances which could indicate
that an asset or CGU may be impaired mainly include the following:

. A significant decrease in the market prices of Group's products;

. A significant change in the extent or manner in which an asset is being used or in its physical condition
including a significant decrease in current and projected sales volumes: and

. Evidence is available from internal reporting that indicates that the economic performance of the asset is,

or will be, worse than expecled,
The Group's management determines the recoverable amounts of CGUs based on value-in-use calculations. These
calculations require the use of estimates in relation to the future cash flows and use of an appropiiate discount rate
applicable to the circumstances of the Group.

Future events could cause the estimates used in these value-in-use caleulations to change adversely with a
consedquent effect on the future results of the Group.

5 Segment information
The Group's operations are principally organized into the follawing wo business segments based on its products:

. Chemicals: this part of the business manufactures and sells industrial chemicals such as hydrochloric acid,
caustic soda, chlorine gas, sodium hypochlorite, polyurethane chemicals etc. used in multiple induslies.

. Adhesives and other materials: this part of the buginess manufactures and sells ferric chlerids, hot and
calt melt adhesives, sulfuric acid ete. used in multiple industries.
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5 Segment information (Continued)

Selected financial information as of 31 December 2021 and 2020 and for the years then ended, summarized by

the above operating segments, is as follow.
2021

Sales

Cost of sales

Gross profit

Selling and distribution expenses
General and administrative expenses
Other operating income (loss) — nat

Operating profit
Loss on the fair value of the derivative
financial instrument

Finance costs

Profit before zakat and income tax
Zakat expense

Income tax expense

Profit for the year

Depreciation expense

Total assets

Total liabilities

Property, plant and equipment

Additions to property, plant and eguipment

2020

Sales
Cost of sales
Gross profit

Selling and distribution expenses
General and administrative expenses
Other operating income - net

Operating profit
Loss on the fair value of the derivative
financial instrument

Finance costs

Profit before zakat and Income tax
Zakat expense

Income tax expense

Profit for the year

Depreciation expense

Tolal assets

Total liabilities

Property, plant and equipment

Additions to property, plant and eguipment

Adhesives and

Chemicals other materfals Total
272,295,061 241,083,551 513,378,612
(197,662,523) (171,954,268) (369,616,789)

74,632,638 89,129,285 143,761,823
(24,061,857) {20,785,801) (44,847,758)
(14,408,495) (10,173,555) (24,580,050)

303,853 (244,253) 59,600

36,468,039 37,925,576 74,393,615

(5,500,000) - (6,500,000}

(81,173) (10,327) (91,500}

30,886,866 37,915,249 68,802,115

(3,214,512) (1,941,626) (5,156,138)

(1,813,230) {4,113,668) {5,926,898)

25,859,124 31,859,955 57,719,079
13,450,078 5,197,173 18,647,252
915,387,276 160,311,833 1,075,699,109
411,590,614 35,713,755 447,304,369
731,260,716 23,056,606 754,317,322
206,237 496 1,455,093 207,692,589

Chemicals Adhesives and

Restated other materials  Total — Restated
274,523,106 225,716,642 500,239,748
(211,781,747) {1567,160,105) {368,941,852)

62,741,359 68,556,537 131,297,856

(22,095,212)

(21,586,661)

(44,581,873}

(20,686,363) (1,561,002) (22,247 ,485)
2,588,871 467,342 3,056,213
21,648,625 45,876,126 67,524,751
{7,100,000) - (7,100,000)
(117,131) (19,731) (136,862)
14,431,494 45,856,395 60,267,889
(2,454 664) (1,755,676) (4,210,340)
(610,871) (4,276,830) (4,887,701)
11,365,050 39,823,889 51,180,848
22,724,905 5,354,068 28,078,973
709,989,573 154,144,200 864,133,773
225,982,206 36,134,090 262,116,296
539,135,576 26,362,303 565,497,879
172,105,301 1,921,081 174,026,362
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5 Segment information {Continued)

Chemicals: Sales of approximately 15% are derived from two external customers (2020: 26% of sales are derived

from two external customers),

Adhesives and other materials: Sales of approximately 22% are derived from one external customer (2020: 23%

of sales are derived from one external customers).

6 Sales

The Group principally derives sales from the delivery of goods at a point in time as follows:

Local sales
Exporl sales

7 Cost of sales

Cast of materials

Salaries and benefits

Power

Depreciation

Repair and malntenance

Provision for inventory obsolescence

Impairment losses on property, plant and equipmant
Other

8 Selling and distribution expenses

Salaries and benefits
Transporation

Royalty

Depregciation

Repair and maintenance
Commission

Insurance

Travelling

Other

Note

1142

13
11

Note

24
1

22

2021 2020
412,155,051 397,336,070
101,223,561 102,903,678
513,378,612 500,239,748

2021 2020
295,805,596 283,215,221

28,676,457 25,914,642
16,878,028 16,276,493
13,623,275 24,506,641
6,424,252 6,312,375
2,678,755 3,299,586
- 3,390,051
5,530,426 5,036,843
369,616,789 368,941,852
2021 2020
17,561,703 16,646,227
11,625,820 11,731,087
8,016,162 7,358,471
3,220,046 2,182,468
1,830,851 1,557,680
688,075 1,280,000
541,196 514,300
441,896 1,641,104
1,022,009 1,670,526
44,847,758 44,681,873
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{A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended 31 December 2021
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9 General and administrative expenses
2021 2020
Note
Salaries and benefits 12,616,891 13,471,130
Board of directors’ fees 24 2,100,000 2,100,000
Professional fees 1,964,434 1,748,658
Depreciation 1 1,803,931 1,289,864
Provided (reversal) for expected credit loss
allowance 14 845,039 {1,021,062)
Bad debts written-off 523,215 -
Repair and maintenance 480,623 469,322
Insurance 329,231 349,644
Visa and related charges 328,460 628,160
Travelling 187,106 548,416
Utilities 112,498 501,651
Olher 3,268,562 2,161,702
24,580,050 22,247,485
10 Interests in other entities
(a) Investment in subsidiaries
Country of Effective ownership
Incorporation  percentage Principal activities
2021 2020
Basic Chemicals National Saudi Arabia 100% 100% Manufacture  and
Company Limited ("BCNC") sale of chemicals
Chemical Marketing and Saudi Arabia 100% 100% Wholesale and retail
Distribution  Company  Limited of chemicals
{"CMDC™}
Saudi Water Treatment Saudi Arabia 100% 100% Manufacture  and
Company ("SWTC") sale of chemicals
Huntsman APC ("HAPC™) Saudi Arabia 49% 49% Manufacture  and
sale of chemicals
Nationai Adhesives Company Saudi Arabia 47% 47% Manufaclure  and
Limited (“NAL") sale of chemicals

The Company has consolidated the accounts of HAPC and NAL in the accompanying consolidated financial
slatements as a parent company by virtue of respective shareholders’ agreements. Pursuant to such agreements:

- BC! appoinis its representative as Chief Executive Officer for both HAPC and NAL for managing day to
day operations; and

- BCI's representative(s) on the Board of Direclors have the power to direct all key relevant business
activities as a result of the voting arrangasments under the ferms of these agreements.

Accordingly, the Company has the right to exercise control threugh its ability to affect the amount of returns
generated from these companies, its power over these companies and its exposure and right to the variable returns.
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10 Interests in other entities (Continued)

Summarized financial information for subsidiaries that have material non-controfling interests i.e. NAL and HAPC
are as follows:

0] Summarized financial position
HAPC NAL
2021 2020 2021 2020
Current assets 60,550,324 67,988,489 117,691,481 110,554,649
Current liabilities {20,255,044) (14,345,494) (26,601,323) (27,459,890)
Net current assets 40,295,280 53,642,995 90,990,158 83,094,759
Non-current assets 2,606,660 3,345,047 8,600,228 9,517,836
Non-current liabilities (1,570,780) (1,741,198} (4,896,916} (4,643,508)
Net non-current assets 1,035,880 1,603,849 3,703,310 4,974,330
Net assets 41,331,160 55,246 844 94,693,468 88,065,089
Accumulated NCI 18,491,641 26,042,128 39,757,850 37,425,614
(i} Summarized statement of profit or loss and other comprehensive income
HAPC NAL
2021 2020 2021 2020
Sales 99,492,467 70,570,876 218,268,767 205,987,112
Profit for the year 16,105,065 3,963,567 31,639,761 35,478,835
Other comprehensive loss (20,749) {121,372} (15,383) (479,464)
Total comprehensive
income 16,084,316 3,842,105 31,624,378 34,999,371
Profit allocated to NCI 7,760,095 2,178,907 15,520,489 17,486,306
(i} Summarised statement of cash flows
HAPC NAL
2021 2020 2021 2020
Cash flows from operafing 25,540,462 22,260,025 13,058,689 36,726,559
Cash flows from investing
activities {2,900) (118,401) {966,524) (970,595)
Cash fows from financing (30,321,100) (307,291) (25,139,030) (50,133,051)
Net change cash and cash
equivalents (4,783,538) 21,824,333 {13,048,865) (14,377,087)
(h) investment in an associale

During 2013, CMDC acquired 50% equily interest in Mars Chemical Marketing and Distribution Company Limited
{'Mars-CMDC”), a limited liability company incorporated in Qatar under CR number 56892 issued on 12 Ramadan
1433 H (corresponding to 31 July 2012). Mars-CMDC is engaged in marketing and distribution of various chemicals,
solvents, additives, catalysts, plastics, polymers and resins.

During 2017, the Group recorded an impairment write-down on such investment equal fo its carrying value
amounting to Saudi Riyals 0.4 million. The Group has no obligation fo provide any financial support to the associate
beyond its investment amount. Accordingly, management has not recognized any share of loss during 2021 and
2020.

The unrecognized share of loss from investment in Mars-CMDC, as of 31 December 2021 was Saudi Riyals 0.4
million.
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BASIC CHEMICAL INDUSTRIES COMPANY
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11 Property, plant and equipment (Continued)

The depreciation has been allocated as follows:

Note 2021 2020

Cost of sales 7 12,709,760 23,647,853
Selling and distribution expenses 8 3,220,048 2,182,468
General and administrative expenses 9 1,803,931 1,299,864
17,733,737 27,130,185

The Group's capital-work-in-progress as at 31 December 2021 principally comprises the following:

. Costs incurred amounting to Saudi Riyals 647.5 million (31 December 2020: Saudi Riyals 450.4 million)
on a new plant for chlorine-based derivatives in Juball. Such balance represents capital expenditure under
different arrangements entered for procurement of planl and machinery, engineering services, civil and
construction work and other related items. The project is expected to be completed during 2 quarter of
the year 2022 with a total estimated cost of Saudi Riyals 750 milfion. Also see Notes 12, 16, 20 and 28,

. Costs incurred amounting to Saudi Riyals 13.7 million in respect of construction of an administrative block
at Dammam head office. The building is expected to be completed in 2022 with a tolal estimated cost of
Saudi Riyals 19.4 million.

Buildings and plant facilittes of BCNG are also constructed on plots of land leased under a renewable lease
agreement at annual rent from the Royal Commission for Jubail and Yanbu for 25 Hijri years beginning from 17
Shaban 1422 H (corresponding to 3 November 2001).

1A Impairment loss

During 2020, the Group management identified certain impairment indicators on property, plant and equipment
under Saudi Water Treatment Company (“SWTGC"), which is considered as a separate CGU by the Group.

Based on the value-in-use workings, the Group management determined that the recoverahle amount of such non-
current assets was lower than the carrying value as at 31 December 2020. Accordingly, an impairment loss of
Saudi Riyals 3.4 million was recognized in the profit or loss.

The Group management has reassessed the recoverable amount of SWTC as at 31 December 2021 and concluded
that no additional impairment loss is required,

27



i

BASIC CHEMICAL INDUSTRIES COMPANY

{A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended 31 December 2021

{All amounts in Saudi Riyals unless otherwise stated)

12 Right of Use Assets and Lease Liabilities

This note provides information for leases where the Group is a lessee.

Amounts recognized in the consolidated statement of financial position
2021 1 January Addltions Adjustments Depreciation 31 December
Right-of-use
assets
Warehouse 1,432,781 - - {(406,619) 1,026,162
Office space 990,834 - - (301,811) 689,023
Accommaodation 105,832 - - {29,564) 76,268
Lands 15,936,438 - - {638,864} 15,297,674
48,465,885 {1,376,858) 17,089,027
2020 1 January Additions Adjusiments Depreciation 31 December
Right-of-use assals
Warehouse 1,887 462 - - (464,681) 1,432,781
Office space 1,399,559 - {(68,648) (350,077} 900,834
Accommodalion 137,581 - - (31,749) 105,832
Lands 81,718 16,177,092 319,145 (641,5617) 15,936,438
3,516,320 16,177,092 260,497 {1,488,024) 18,465,885
2021 2020
Lease liabilities
As at1 January 19,248,202 3,153,732
Additions - 16,177,092
Adjustments . 280,463
Repayinenls (1,558,116) (1,093,415)
Finance costs 695,876 730,330
As at 31 December 18,385,962 19,248,202
Lease liabilities are presented as follows:
2021 2020
Non-current portion of lease liabilities 16,525,670 16,676,577
Current portion of Iease liabilities 2,860,392 2,671,825
18,385,962 19,248,202

During the year 2020, the Group entered into a renewable lease agreement with Royal Commission for Jubail and
Yanbu to lease land for the Group’s new project site in Jubail. The lease term is 30 Hijri years beginning from 21
Jumada Al Thani 1441H (corresponding to 16 February 2020} and carries an extension option for additional ten

Hijri years.

Depreciation on right-of-use asset relaling to such leased land and finance costs on the corresponding lease liability
for the year ended 31 December 2021 has been capitalized to capilal-work-in-progress,

During the year 2020, adjustmenls to lease liabilities have been made as a result of change in present value of
fulure lease payments arising from lease modifications or lerminations and corresponding impact has been

recorded against right-of-use assels.

The incremental borrowing rate used by the Group for additions to lease liabilities and right-of-use assels was

367%.
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12 Right of Use Assets and Lease Liabilities {Continued)

i) Amounts recognized in the consolidated statement of profit and loss and other comprehensive income

The statement of profit or loss shows the following amounts relaling to leases in addition to depreciation on right-
of-use assets and finance costs on lease liabilities which have been separalely disclosed:

Expenses relating to short-term leases

1,294,601

1,609,219

The total cash outflow for leases was Saudi Riyals 1.9 million.

Additional information about the Group’s leasing activilies

Rental contracts are typically made for fixed periods but may have extension options as explained in the summary
of the accounting policies. Lease terms are negofiated on an individual basis and contain a wide range of different

tarms and conditions. The lease agreements da not impose any covenants.

13 Inventeries

2021 2020
Raw materials 468,836,048 58,698,570
Finished producis 39,645,872 15,568,530
Spare parts and supplies not held for sale 18,684,040 16,885,255
Goods-in-fransit - 700,044
Other 962,039 074,334
106,128,099 02,826,733
Less: provision for inventory ohsalescence {17,204,046) (15,436,233)
88,924,063 77,380,500
Movements in provision for inventary obsolescence are as follows:
Note 2021 2020
As at 1 January 15,436,233 12,866,600
Additions 7 2,678,755 3,299,586
Write-offs {810,942) (729,953}
As at 31 Dacamber 17,204,048 156,436,233
14 Trade and other receivables
Note 2021 2020
Trade receivables - Third parties 121,768,097 114,323,696
- Related parties 24(c) 3,662,801 2,545,260
125,430,998 116,868,956
Less: allowance for expected credit losses (12,387,735} (11,542,696)
Net trade receivables 113,043,263 105,326,260
Advances to suppliers 8,819,848 5,391,182
Prepaid expenses 2,363,550 2,308,053
Due from employees 4,247,075 2,084 409
Advance income tax 1,755,302 1,144,073
Vat receivable 13,172,927 1,331,423
Other 602,007 746,483
144,003,870 118,331,883
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14 Trade and other receivables (Continued)

The Group applies the IFRS 9 simplified approach 1o measuring expecied credit losses which uses a lifelime
expected loss allowance for all frade and other receivables.

The expected loss rates are based on the payment profiles of sales over a period of 60 months before 31 December
2021 and the corresponding historical credit losses experienced within this period. The historical loss rates are
adjusted to reflect current and forward-looking information on macroeconomic factors affecting the ability of the
customers to settle the receivahles. The Group has identified the GDP and the inflation rate to be the most relevant
faclors, and accordingly adjusts the historical loss rates based on expected changes in these factors.

Managemenl considers trade recelvables as defaull when they are past due over 1 year and are accordingly
completely provided for. The loss rates for the ageing bucket 271 to 365 days past due are in the range of 13.7%
to 51.6% whereas the loss rates for remaining age brackets are ndt significant. Due to the short-term nature of the
current receivables, their carrying amount is considered to be the same as their fair value.

Age analysis of gross carrying amount of trade recsivablss is as follows:

2021 2020
Not due 100,473,210 85,083,405
0-20 days past due 5,938,376 18,194,210
91-180 days past due 7,977,306 2,766,883
181-270 days past due 1,860,278 585,926
271-365 days past due 1,012,337 1,261,047
Over 365 days past due 8,169,491 8,977,485
125,430,098 116,868,956
Movements in the ECL allowances for trade receivables are as follows:
2021 2020
As at 1 January 11,542,686 12,575,871
Net impact of ECL allowance recognized in profit or loss
during the year 845,039 (1,021,082)
Receivables written-off during the year as uncoliectible - (12,113}
As at 31 December 12,387,735 11,642,696

Trade receivables are wrilten off when there is no reasunable expectalion of recovery. Indicators that there is no
reasonable expectation of recovery include, amongst others, the failure of a debtor to conclude a repayment plan
with the Group, and a failure to make contractual payments for a period of greater than 365 days past due. VWhere
receivables have been written off, the Group continues to execute enforcement activities to attempt to recover the
receivable due. Where recoveries are made, these are recognisedin profit or loss.

The other classes within trade and other recelvables do not contain impaired assets. The maximum exposure to
credlt risk at reporting date is the carrying amount of each receivable. The Group does not hold any coliateral as
security.

15 Cash and cash equivalents
2021 2020
Cash at banks 71,148,707 84,397,626
Cash in hand 216,030 50,000
71,364,737 84 447,626
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16 Long-term borrowings

Principal outstanding
Accrued financial costs

Borrowings are presented as follows:
Non-current portion
Current portion

The movemnents in borrowings are as follows:

1 January

Proceeds from borrowings
Capitalized finance costs
Repayment of finance costs
31 December

2021 2020
258,900,000 84,000,000
593,635 1,565,944
259,493,635 85,565,944
207,093,635 18,500,000
52,400,000 67,065,944
259,483,635 85,565,944
2021 2020
85,565,944 15,000,000
174,500,000 69,000,000
2,271,813 2,187,226
(3,244,122} (621,281)
259,493,636 85,565,944

Buring the year 2018, Basic Chemicals Industries Company entered inlo an agreement with a commercial bank for
credit facilities amounting to Saudi Riyals 262 million to partially finance its project as explained in Note 11,
Borrowings as at 31 December 2021 represent the amount drawn by the Group from such facility, The loan is
denominated in Saudi Riyals and bears financial charges based on prevailing market rates. There are no financial

covenants applicable to the Company under such agreement with the bank.

During the year 2021, the Group renegotiated the terms of the agreement and rescheduled the repayment period.
In accordance with the terms of the amendment [oan agreement, such borrowings will be repayable in twenty equal
quarterly installments of Saudi Riyals 13.1 million each commencing March 2021. Subsequent o the date of the
finrancial statements 31 December 2021, the repayment terms of the loam have been rescheduled and the first

installment would be due on Decemher 2022.

Borrowing costs capitalized during the year ended 31 December 2024 amounted to Saudi Riyals 2.3 million (31

December 2020: Saudi Riyals 2.2).

16.1 Maturlty proflle

The maturity profile of the principal element of borrowings is as follows:

Years ending 31 December:
2021
2022
2023
2024
2025
2026

3

2021 2020

- 85,500,000

52,400,000 18,500,000
52,400,000 -
52,400,000 -
52,400,000 -
52,400,000 -
262,000,000 84,000,000
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17 Share capital

The share capital of the Company as of 31 December 2021 and 2020 comprised 27,500,000 ordinary shares stated
al Saudi Riyals 10 per share.

18 Statutory reserve

In accordance with the Regulations for Companies in the Kingdom of Seudi Arabia and the Company's By-laws,
the Company is required to transfer 10% of the profit for the yeario a statutory reserve until such reserve equals
30% of its share capital. The statutory reserve in the accompanying consolidated financial statements is the
stalutory reserve of the Company. This reserve is not available for distribution to the shareholders of the Company.

19 Employee beneflt obligations
19.1 General description of the plan

The Group applies a defined benefit plan in line with the Labor Laws' requirements in the Kingdom of Saudi Arabia.
The end of service benefit payments under the plan are based on the employees' final salaries and allowances and
their cumulative years of service at the date of their termination of employment, as defined by the conditions stated
in the Labor Laws of the Kingdom of Saudi Arabia. Employees’ end of service benefit plan is an unfunded plan and
the benefit payment obligations are met when they fall due upen termination of or resignation fram employment.
The latest valuation of employee benefit obligations under the projected unit credit method was carried out by an
independent actuary as of 31 December 2021.

19.2 Movement in net liability recognized in the consolidated statement of financlal position

2020
2021 Restaled
As at {1 January 35,420,349 28,724,961
Curren! service cost 2,736,493 2,411,971
Interest cost 716,868 868,435
Benefits paid (6,333,047) (2,668,214)
Charged to other comprehensive income
Remeasurements of emplayees’ benefils obligations 2,791,816 6,083,196
As at 31 December 35,332,477 35,420,349
19.3 Amounts recognized In consolidated statement of profit or loss and other comprehensive
income
2020
2021 Restated
Current service cost 2,736,493 2,411,971
Interest cost 716,866 868,435
Total amount recognised in profit or loss 3,453,359 3,280,406
Remeasurements
Loss from change in financial assumptions 40,318 -
Loss due to change in demographic assumptlions 2,061 -
Experience losses (gains) 2,749,437 6,083,196
Total amount recognised in other
comprehensive Income 2,791,818 6,083,196
19.4  Key actuarial assumptions
2021 2020
Discount rate 2,.35% 1.95%
Salary growth rate 2.35% 1.85%
Relirement age 60 years 60 years
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Employee benefit obligations (Continued}

19.5 Sensitivity analysis for actuarial assumptions
Impact on employee benefit

Chande {n assumption ohligations
Increase in Decrease in Increase in Decrease in
assumption assumption assumption assumption
Discount rate 0.5% 0.5% (34,052,385) 36,708,183
Salary growth rate 0.5% 0.5% 36,760,915 (33,990,792)

The sensitivity analysis is based on a change in an assumption while holding all other assumptions constant. In
practice, this Is unlikely to occur, and changes in some of the assumptions may be correlated. When calculating the
sensitivity of the defined benefit obligation to significant actuarial assumptions the same method (present value of
defined benefit obligation calculated with projected unit credit method at the end of the reporting period) has been
applied when calculating the employee termination.

19.6  Expected maturity analysis

The weighted average duralion of the defined benefit obligation is 6.41 years (2020: 8.03 years). The expected
maturity analysis of employee benefit obligations is as follows:

Less thana 1-2vyears 2-5years 5.10years Total
year
31 December 2021 1,379,258 11,777,172 4,431,503 17,268,165 34,856,098
31 December 2020 1,886,461 10,120,457 3,834,740 17,951,765 33,793,432
20 Decommissianing liability
2021

Balance as at 1 January
Additions during the year 6,060,864
Balance as at 31 December 6,080,864

The group have obligations to dismantle and remove items of property, plantand aquipment and restore the location
of Jubail project upen the end of lease contract. The decommissioning lizbilities have been measured at the present
value of expected cosis to settle the obligation using discounted cash flows.

21 Derivative financial instruments

During the year 2018, the Group entered into an agreemen! with commaercial bank for derivative financial
instruments to manage the exposure of volatility in interest rates with notional amount of Saudi Rivals 262 million
with no upfront premium, At 31 December 2021, these derivative financial instruments agreements had negative
fair velues of Saudi Riyals 22.5 million (2020: Saudi Riyals 17 million). Refer to Nota 30.

22 Trade and other payables

Note 2021 2020

Trade payables 33,493,817 37,134 583
Retentions payable 26,522 060 12,951,284
Accrued axpenses 24,064,178 28,539,480
Related parties 24(d) 3,480,002 13,678,379
Advances from customers 1,317,655 995,840
Vat payable - 4,002,127
Other 8,554,388 2,601,947
97,442,198 99,803,640
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23 Zakat and income tax matters

23.1 Compeanents of zakat base

The Company and its subsidiaries are subject to zakat and income tax. The Group files zakat and income lax
declarations on an unconsolidated basis. The significant components of the zakat base of each company under
applicable zakal regulations principally comprise shareholders' equity, provisions at beginning of the year and
adjusted net profit, less deduction for the net book value of property, plant and equipment and certain other items.

In accordance with the regulations of the GAZT, zakat is payable at2.578% on all components of zakat base except
for adjusted net profit for the year which is subject to zakat at the rate of 2.5%.

23.2 Provision for zakat and income taxes

Zakat Income tax Total
1 January 2021 3,852,317 1,125,844 4,978,161
Provisions
- For current year 4,300,840 5,926,898 10,227,738
- Adjustments related to prior years 855,298 - 855,298
5,156,138 5,926,898 11,083,036
Payments (3,446,638} {4,525,326) (7.971,964)
31 December 2021 5,561,817 2,527 416 8,089,233
1 January 2020 4,692,024 1,772197 6,464,221
Provisions '
- For current year 3,852,317 4,887,701 8,740,018
- Adjustmenits related to prior years 358,023 - 358,023
4,210,340 4,887,701 9,008,041
Payments (5,050,047) (4,923,183) (9.973,230)
Adjustment against advance income tax - (610.871) (610,871)
31 December 2020 3,852,317 1,125,844 4,878,161

At 31 December 2021, the portion of advance income tax paid by one of the subsidiaries in excess of the income
tax liability amounting to Saudi Riyals 1.8 million (2020: Saudi Riyals 1.1 million) has been ciassified under “Trade
and other receivables”. Also see Note 14.

23.3 Numerical reconciliation of income tax expense to prima facie tax payable

2021 2020
Profit before zakat and income taxes 69,137,051 67,387,889
Tax at Kingdom of Saudi Arabia 1ax rate of 20% 13,827,410 13,477 578
Less: Tax effect of amount subject to zakat (7,900,512) (8,566,395)
Less; Other - (23,482)
Income tax expense 5,925,898 4,887,701

23.4 Deferred tax

Deferred income tax assets, net arising out of temporary differences such as allowanca for expected credit losses,
slow-moving inventories, employee termination benefits and depreciation amounted to Saudi Riyals 1.4 million
(2020. Saudi Riyals 1.3 million). Such amounts were not considered significant and, accordingly, were not
recognized to the consolidated financial statements for the years ended 31 December 2021 and 2020.
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23 Zakat and income tax matters {Continued)
23.8 Status of final assessments

a) Basic Chemicals Industries

ZATCA has finalized the zakat assessments for the Company for the years through 2010 which have been agreed
by the Company.

For the years 2011 1o 2015, the ZATCA had issued assessments for the Company with an additional zakat liability
of Saudi Riyals 12.9 million. The Company filed an appeal with the ZATCA requesting them to issue revised
assessments based on their contentions in such appeals and correction of material errors. During the year ended
31 Decembsr 2019, issued revised the additional assessments forthe years 2011 and 2015, partially accepting the
Company's contentions and accordingly, reduced the additional zakat liability from Saudi Riyals 12.9 million to
Saudi Riyals 3.2 million. Upon the request of the Company, the case was transferred to General Secretariat of Tax
Committees ("GSTC") in respect of the matters not accepled by the ZATCA. The Company management believes
that no additicnal zakat liability will arise upon finalisation of the appeal.

For the years 2016 to 2020, the ZATCA issued assessments for lhe Company with an additional zakat liability of
Saudi Riyals 0.7 million. The Company has accepled such additional assessment and settled the amount.

b) National Adhesives Company Limited “NAL”

For the years 2015 to 2018, the ZATCA issued assessmenis with an additionaf zakat liability of Saudi Riyals 11.1
million. NAL has filed an appeal with the ZATCA requesting them to issue revised assessment based on their
contentions in such appeals and correction of material errors. The Group management believes that no additional
zakat liability will arise upon finalisation of the appeal.

For the years 2019 and 2020, no assessmenis have been received,

c) Chemical Markeling and Distribution Company limited "CMDC"

For the years 2016 to 2017, the ZATCA issued assessments with an additional zakal liability of Saudi Riyals 2.1
million. CGMDG has filed an appeal with the ZATCA requesting them to issue revised assessment based on their
contentions in such appeals and correction of material errors. The Group management believes thal no additional
zakat liability will arise upon finalisation of the appeal. For the year 2018, the ZATCA issued assessments for the
Company with an additional zakat liability of Saudi Riyals twenty-five thousand. The Company has accepted such
addilional assessment and settled the amount. For the years 2019 o 2020, no assessments have been received.

The ZATCA has issued zakat and income tax assessments relaled to the remaining subsidiaries for certain years
which have been agreed by the subsidiaries. Zakal and income lax assessments for cerlain years are currently
under review by the ZATCA. The subsidiaries have received the respeclive zakat and income tax certificates for
the years through 2020,

24 Related party fransactions and balances
Related parties comprise the shareholders, directors, associated companies and key management persohnsl.

Related parties also include business entities In which certain directors or senior management have an interest
{"other related parties”).

{a) Following are the significant fransactions with the associaled entities entered into by the Group:
Nature of transactions Relationship For the year ended 31 December

2021 2020
Sales of goods to related parties Associated companies 15,909,107 13,141,120
Purchases fram other related parties Associated companies 47,164,709 35,025 461
Royalty charged by a related party Associated companies 8,016,162 7,358,471
Payments for engineering and

consulting services Other related pariies - 2,500,000
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24 Related party transactions and balances (Continued)
(b) Key management personnel compensafion;
For the year ended 31 December
2021 2020
Salaries and other short-term employee benefits 4,642,505 7,038,149
Employee benefit obligations 1,142,282 507,424
5,784,787 7,545,573

Board of directors' fee for the year ended 31 December 2021 was Saudi Riyals 2.1 million (2020: Saudi Riyals 2.1
million).

{c) Amounts due from related pariies represent the following:

2021 2020
Henkel Adhesives Limited and ils affiliates 3,662,901 2,645,260
(d} Amounts due to related parties represent the following:

2021 2020
Henkel Adhesives Limiled and its affiliates 3,490,002 6,747,314
Huntsman (Saudi Investments) B.V. Netherlands - 6,180,170
Huntsman FZE - 750,895

3,490,002 13,678,379

These outstanding batances are unsecused, seftled in the ordinary course of business and bear no financial
charges.

25 Financial risk management

25.1 Financial risk factors

The Group's activities expose it to a variety of financial risks including the effects of changes in market risk (including
foreign currency risk, fair value and cash flow interest rate risk and price risk), credit risk and liquidily risk. The
Group's overall risk management programme focuses on the difficulty of the predictability of financial markets and
seeks to minimise polential adverse effects on the Group's financial pedormance. Risk management is carried out
by the management under policies approved by the Board of Direclors.

This note presents information about the Group's exposure to each of the above risks, the Group's objectives,
policies and processes for measuring and managing risk, and the Group's management of capital. Further
guantitative disclosures are included throughout these consolidated financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk
management framework. The Board is responsible for developing and monitoring the Group's risk management
policies,

The Group's risk management policies are established to identify and analyse the risks faced by the Group, to set
appropriate risk limits and controls, and to monitor risks and adherence to iimits. Risk management policies and
systems are reviewed regularly to reflecl changes in market conditions and the Group’s activities. The Group,
through its training and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand thair roles and obligations.

Where all relevant criteria are mef, hedge accounting is applied to remove the accounting mismatch between the
hedging instrument and the hedged item. This will effectively result inrecognising interest expense al a fixed interest
rate for the hedged floating rate loans al the fixed foreign currency rate for the hedged purchases, when applicable.
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25 Financial risk management {Continued)
25.1 Financial risk factors (continued)
a) Derivalives

The group has the following derivative financial instruments in the following line items in the statement of financial
position:

2021 2020

Non-current liabilities
Derivative financial instruments - Interest rate swap 22,500,000 17,000,000

Following are the details of the interest swap arrangement.

Weighted average hedge rate

Effective date Maturity date Notional amount for the year
31 December 2021 31 December 2026 262,000,000 3.50%
(i} Classification of derivatives

Derivatives are only used for economic hedging purposes and not as speculative investments. However, where
derivatives do not meet the hedge accounting criteria, they are classified as ‘held for trading’ for accounting
purposes and are accounted for al fair value through profit or loss. Thay are presented as liabilities.

The group's accounting policy for its derivalive financial instruments is set out in Note 2.5.3. Furher information
about the derivatives used by the group is provided in note 25(b- i) below.

(ii) Fair value measurement
For information about the methods and assumptions used in determining the fair value of derivatives, ses Note 3.
(i) Amounts recognised in profit or loss

During the years ended 31 December 2021 and 2020, the following amounis were recongised in profit or loss in
relation to derivatives:

2021 2020

Fair value loss on derivative financial instrument
interest rale swap 5,500,000 7,100,000
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25 Financial risk management {Continued)

25.1 Financial risk factors (continued)

) Markef risk

Market risk is the risk that the fair value of fulure cash flows of a financial instrument will fluctuate because of
changes in market prices. Marke! risk comprises three types of risks - currency / foreign currency risk, cash flow
and fair value interest risk and price risk.

(i} Foreign currency nisk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates. The Group's transactions are principally in Saudi Riyals, United States dollars {USD), United Arab Emirates
dirhams {AED) and Euros (EUR). Since Saudi Riyal is pegged to USD and AED, management of the Graup believes
that the currency risk for the financial instruments related to USD and AED is not significant.

The Group's exposure lo foreign currency risk in respect of EUR at the end of the reporiing period, expressed in
Saudi Riyals, was as follows:

2021 2020
Trade and other receivables 8,460,138 3,969,901
Trade and other payables 4,482,994 2,838,247

Al 31 December 2021 and 2020, if the EUR to Saudi Riyals exchange rate increased/decreased by 10%, profit for
the year would have been higher/ lower by Saudi Riyals 0.1 and 0.1 million respectively.

{if) Fair value and cash ffow interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. Fair value interest rate risk is the risk that the fair value of a financial instrument
will fluctuate because of changes in market interest rates. As disclosed in Note 16, as at 31 December 2021, the
Group has interest bearing bank borrowings of Saudi Riyals 262 million (2020: Saudi Riyals 85.5 million).

The Group’s management monitors the fluctuations in interest rates on regular basis considering its long-term
borrowings carry financial charges at prevalent markel rates. At 31 December 2021, a change In interest rates, with
all other variables held constant, would not have had an impact on profit before zakat and tax since borrowings
costs have been capitalized by the Group.

The swap contracts require seftlement of net interest receivable or payable at last business day of every quarter
ending 31 March, 30 June, 30 Seplember and 31 December. The settlement dates coincide with the dates on which
interest is payable on the underlying debt.

(i) Price risk

The risk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether those
changes are caused by factors specific to the individual instrumeni or its issuer or factors affecting all instruments
traded in the market. The Group’s financial assets and liabilities are not exposed to price risk.
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25 Financial risk management (Contlnued)

25.1 Financial risk factors {continued)

c) Credit risk

Credit risk Is the risk of financial loss if a customer or counterparty to a financial instrument fails to meet its
contractual obligations and arises principally from cash and cash equivalents as well as credit exposures to

customers, including outstanding amounts from related parties and committed transactions.

With respect to exposures with hanks, managesment considers the credit risk exposure to be minimal as the Group
deals with reputed local commercial banks only. Management does not expect any losses from non-performance
by these counlerparties.

The Group has eslablished credit policies and procedures that are considered appropriate and commensurate with
the nature and size of receivables. Details of how credil risk relating to trade receivables is managed is disclosed
in Nole 14.

At 31 December 2021, 18% of accounts receivable were due from three customers (2020: 20% from three
customers). Management believes that this concentralion of credit risk is mitigated as the customers have
established track record of regular and timely payments,

The Group calegorizes its frade receivables as due from corporates and government related entities.

Maijor classification of trade receivable as at 31 December was as follows:

2021 2020
Amount % Amount %
Corporates 119,372,750 96 107,975,346 92.4
Government related entities 5,018,634 4 8,893,610 7.6
124,391,384 100 116,868,956 100

d) Liquidify risk

Liquidity risk is the risk that the Group will not be able fo meet its financial obligations as they fall due. The Group's
approach to managing liquidity is to ensure, as far as possible, thatitwill have sufficient liquidity to meet its liabilities
when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to
the Group’s reputation,

The Group considers the maturity of both its financial investments and financial assets (e.q. trade receivables, other
financial asssts) and projecied cash flows from operations including access to borrowing facilities. This excludes
the potential impact of extreme circumstances that cannot be reasonably predicted, such as natural disaster.

The cash flows, funding requirements and liquidily of Group companies are monitored on a centralized basis, under

the control of Group Treasury. The objective of this centralized system isto optimize the efficiency and effectiveness
of the management of the Group's capital rescurces.

39



BASIC CHEMICAL INDUSTRIES COMPANY

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the yearended 31 December 2021
(All amounts In Saudi Riyals unless otherwise stated)

25 Financial risk management (Continued)
251 Financial risk factors {continued)
d) Liguidity risk {continued)

The table below summarizes the maturity profile of the Group's financial liabilities as at 31 December 2021 and
2020 based on contractua) undiscounted payments:

Less than one 1to3years 3toSyears More than & Tota!
yedr years
2021
Interest bearing
Long-term boirowings 53,189,902 167,415,403 58,526,656 - 279,131,961
Lease liabilities 2,400,060 3,888,860 1,799,900 19,798,900 27,887,720

Non-interest bearing
Trade and other payables 96,124,643 - - - 96,124,543
161,714,505 171,304,263 60,326,556 19,798,900 403,144,224

Less than one 1to3years 3toSyears More than &

year years Total
2020
Interest bearing
Long-term borrawings 69,558,846 20,617,104 - - 90,175,950
Lease liabilities 2,783,636 3,456,272 1,789800 21,598,800 29,638,608

Non-interest bearing
Trade and other payables 98,907,800 - - - 98,907,800
171,250,282 24,073,376 1,799,800 21,598,800 218,722,358
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25 Financial risk management (Continued)
25.1 Capital risk management

The Group’s objeclive when managing capital is to safeguard Group's abilily to continue as a going concern in order

lo provide returns for the shareholders and benefits to other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital. Borrowings comprise long-term boirowings from a commercial bank.
Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio which is analyzed

as follows;

2021 2020
Total equity 628,394,740 602,017,477
Long-term borrowings 259,493,635 85,565,944
Total 887,888,375 687,583 421
Gearing ratio 29.2% 12.04%

The management and Board of Directors do not consider lease liabilities for the purpose of calcutaling the gearing

ratio.

25,2 Net debt reconciliation

The net debt of the Group is as follows:

2021 2020
Cash and cash equivalents 71,364,737 84 447 626
Lease liabilities (18,385,962) (19,248,202)
Borrowings (259,493,635) (85,665,944)
Net debt (206,514,860} (20,366,520)

The Group’s net debt reconciliation is as follows:

2021 1 January Cash flows Others 31 December
Cash and cash equivalents 84,447,628 (13,082,889) - 71,364,737
Lease liabilities {19,248,202) 1,926,746 (1,064,508) (18,385,962)
Long-term borrowings {(85,565,944) {174,900,000) 972,309 (259,493,635)
Net debt (20,366,520) {206,514,860)
2020 1 January Cash flows Others 31 December
Cash and cash equivalents 79,749,058 4,697 668 - 84,447 626
Lease liabilities {3,153,732) 1,093,416 (17,187,885) (19,248,202)
Long-lerm borrowings (15,000,000) (68.378,719) {2,187,225) (85,565,944)
Net debt 61,596,226 (20,366,520}
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26 Categories of financial assets and financial liabllitles

As at 31 December 2021 and 2020, all financial asseis and financial liabilities were carried at amortized cost.

2021 2020
Assets as per consolidated statement of
financial position
Trade and other receivables 128,573,499 108,548,239
Cash and cash squivalents 71,364,737 84,447 626
Total 199,938,236 192,995,865
2021 2020
Liabilities as per consolidated statement of
financial position
Long-term borrowings 259,493,635 85,565,944
Derivativa financial instrument - interest rate swap 22,500,000 17,000,000
Lease liabilities 18,385,962 19,248,202
Trade and other payables 96,124,543 98,907,800
Total 396,504,140 220,721,946

At 31 December 2021, for the purpose of the financial instruments disclosure, non-financial assels and non-financial
liabilities amounting to Saudi Riyals 15.4 million and Saudi Riyals 1.3 million respectively (2020: Saudi Riyals 9.7
million and Saudi Riyals 1.0 million, respeclively) have besn excluded from trade and other receivables and trade
and other payables, respectively.

27 Basic and diluted earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the
number of ordinary shares in issue during the ysar. As the Company does not have any dilutive potential shares,
the diluted earnings per share is the same as the basic earnings per share.

" For the yearended 31 Desewibsr

2021 2020
(Restated)

Profit attributable to the shareholders of Basic Chemical Industries
Company 34,368,495 31,624,635
Ordinary shares for basic and diluted earnings per share 27,500,000 27,500,000
Basic and diluted sarnings per share 1.25 1.15

28 Dividends
For the year 2020, the shareholders of the Company in lheir general assembly meeting held on ¢ March 2020

approved dividends of Saudi Riyal 1.0 per share, amounting to Saudi Riyals 27.5 million, for the nine-month period
ended 30 September 2019, which were fully paid during the year ended 31 December 2020.
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23 Contingencies and commitments

1) The Group was contingently liable at 31 December 2021 for bank guaraniees issued in the normal course
of business amounting to Saudi Riyals 8.2 million (31 Decernber 2020: Saudi Riyals 8.8 million).

2) The capital expenditure contracted by the Group but not yet incurred till 31 December 2021 was
approximately Saudi Riyals 108.5 million mainly related to the new project under construction in Jubail (31

December 2020: Saudi Riyals 249.0 million). Also see Note 11.

3) Also see Note 23 for income tax and zakat contingencies.

30 Restatements

During 2021, management of the Group identified certain errors which have been corrected by restating the 2020
comparative financial information. The matters and the related impacts on the comparative financial information are

as follow:

a) During 2018, management of the Company entered into a contract for derivative finangial instruments (interest
rate swap) for which the fair values at the reporting dales and the resulting gains or losses for the reporting

periods were recorded.

b} Management of the Group identified certain errors in the data used to compute the employee henefit obligations

as al and for the year ended 31 December 2020 which were corrected during 2021.

Balance,
previously

reported Restatement Balance, as restated
Consolidated statement of financial position
As at 1 January 2020
Relained earnings 213,032,612 (9,900,000) 203,132,612
Derivative financial instruments - 9,900,000 9,900,000
As at 31 December 2020
Retained earnings 218,729,589 (21,201,987) 197,627,602
Non-controlling interests 19,428,589 (79,391) 19,349,198
Derivative financial instruments - 17,000,000 17,000,000
Employee benefit obligations 31,138,971 4,281,378 35,420,249
Consolidated statement of profit and loss and other comprehensive income

for the year ended 31 December 2020
Loss on the fair value of the derivative - (7,100,000) (7,100,600}
financtal instrument
Profit for the year 58,289,848 (7,100,000) 51,189,848
Other comprehensive income
Remeasurements of employee
henefit obligations {1,801,818) (4,281,378) (6,083,196}

Total compiehensive income 56,488,030 {11,381,378) 45,106,652
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30 Restatements (Continued)

Balance,
previously

repored Restatement Balance, as restated
Prafit for the year is attributable to:
Shareholders of Basic Chemical
Industries Company 38,624,635 (7,100,000} 31,624,635
Non-conirolling interests 19,665,213 - 19,665,213
Total 58,289,848 (7,100,000) 51,189,848
Total comprehensive income for the year is attributable to:
Shareholders of Basic Chemical
Industries Company 37,059,441 (11,301,987) 25,757,454
Non-controlling interests 19,428,689 {79,391) 19,349,198
Total 56,488,030 (11,381,378) 45,106,652
Earnings per share
Basic and diluted earnings per share 1.40 0,25 1.16

The above restatements do not have any impact of the consolidated statement of cash flows for the year ended 31
December 2020.

3 Approval of the consolidated financial statements

These consolidated financial stalements were approved by the Board of Directors on 27 Sha’ban 1443H
(corresponding to 30 March 2022).
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