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At 31 December 2019

1  Corporate information

2 Basis of preparation and basis of measurement

2.1 Statement of compliance

2.2 Basis of measurement

3 New accounting policies

3.1 IFRS 16 - Leases

The interim condensed financial statements do not include all the information and disclosures required in annual financial
statements to be prepared in accordance with IFRS that are endorsed in KSA and should be read in conjunction with the
Company’s annual financial statements for the year ended 31 December 2018.

The interim condensed financial statements are prepared under the historical cost convention, using the accruals basis of
accounting.

For employee and other post-employment benefits, actuarial present value calculations are used and for debt instruments,
fair values are used.

The interim condensed financial statements are presented in Saudi Riyals (SR) which is also the functional currency of the
Company.

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

These interim condensed financial statements are for the three-month period and the year ended 31 December 2019 and
have been prepared in accordance with IAS 34 Interim Financial Reporting ("IAS 34") as endorsed in the KSA and other
standards and pronouncements that are endorsed by the Saudi Organization for Certified Public Accountants (“SOCPA”).

Saudi Kayan Petrochemical Company (Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED)

The Company is engaged in production of polypropylene, propylene, acetone, polyethylene, ethoxylate, ethylene, ethylene
glycol, bisphenol, ethanolamine, industrial Fatty alcohol , polycarbonate and other petrochemical products under an
industrial license No. (218) dated 7 Safar 1441H (corresponding to 7 October 2019) and ending on 7 Safar 1444H
(corresponsing to 4 September 2022) issued by the Ministry of Energy, Industry and Mineral Resources.

Saudi Kayan Petrochemical Company (Saudi Kayan) ("the Company'') is a Saudi Joint Stock Company registered under
Commercial Registration No. 2055008450 issued in Al Jubail on 26 Jumada'I 1428 H (12 June 2007). The registered
address of the Company is P.O. Box 10302, Al Jubail Industrial City, the Kingdom of Saudi Arabia. 35% of the Company’s
shares are owned by Saudi Basic Industries Corporation ("SABIC") and remaining held by general public.

These interim condensed financial statements have been approved on 28 Jumada Al-Awwal 1441H (corresponding to 23
January 2020).

The accounting policies adopted in the preparation of the interim condensed financial statements are consistent with those
followed in the preparation of the Company’s annual financial statements for the year ended 31 December 2018, except for
the adoption of International Financial Reporting Standard 16 ‘Leases’ (“IFRS 16”) at its effective date 1 January 2019
(note 3).

The Company has adopted IFRS 16 from its mandatory adoption date 1 January 2019 using the modified simplified
transition approach as permitted under the specific transition provisions in the standard. As a result, comparatives for 2018
financial year are not restated.
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At 31 December 2019
3 New accounting policies (continued)

3.1 IFRS 16 - Leases (continued)

•

•

•

•

•

SR ('000)

584,427
(3,821)

580,606

(173,863)

406,743

36,541
6,448

449,732

9,206
415,949

The Company has not used the practical expedient of applying IFRS 16 to only those contracts that were previously
identified as leases under IAS 17 and IFRIC 4. In adopting IFRS 16, the Company has applied the following practical
expedients:

The following table shows reconciliation of operating lease commitments under IAS 17 to lease liability under IFRS 16 as
on 1 January 2019:

On adoption of IFRS 16, the Company has recognised lease liabilities and associated right of use assets in relation to
contracts that have been concluded as leases under the principles of IFRS 16. The liabilities were measured at the present
value of the remaining lease payments, discounted using SABIC's incremental borrowing rate as of 1 January 2019 since
SABIC manages central treasury, procurement and payment functions and as a result almost all of the borrowings and lease
arrangements are managed centrally and the Company's subordinated loans are secured by corporate guarantee of SABIC.
The associated right of use assets are measured at the amount equal to the lease liability, adjusted by the amount of
prepayments relating to that lease recognised in the statement of financial position as at 31 December 2018.

Add: Assets previously recognized as property, plant and equipment as capital lease under IAS 17

Right of use assets:

Lease liability:

Operating lease commitments subject to IFRS 16 as at 31 December 2018
(Less): exempted short-term leases to be recognised on a straight-line basis as expense

Saudi Kayan Petrochemical Company (Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)

Operating lease commitments disclosed as at 31 December 2018

Discounted using SABIC’s incremental borrowing rate

Lease liability recognised as at 1 January 2019 as a result of adopting IFRS 16

the use of hindsight in determining the lease term where the contract contains options to extend or terminate the
lease; and

the use of a single discount rate to a portfolio of leases with reasonably similar characteristics;

accounting for operating leases in accordance with IAS 17 as short-term leases with a remaining lease term of less
than 12 months at 1 January 2019;

Total lease liability as of 1 January 2019

the election, by class of underlying asset, not to separate non-lease components from lease components, and instead
account for each lease component and any associated non-lease components as a single lease component.

exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application;

Add: finance lease liability already recognized as of 1 January 2018 under IAS 17

Leases are recognised as right of use assets along with their corresponding liabilities at the date of which the leased assets
are available for use by the Company. Each lease payment is allocated between the liability and finance cost. The finance
cost is recognized in the interim condensed statement of income and other comprehensive income over the lease term. The
right of use asset is depreciated over the shorter of the asset's useful life and the lease term on a straight-line basis.

Add: Prepayments related to leases as at 1 January 2019

Right of use assets as at 1 January 2019
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At 31 December 2019

3 New accounting policies (continued)

3.1 IFRS 16 - Leases (continued)

•
•

•

•

•
•
•
•
•

4 Term loans

5

Lease liabilities include, if applicable, the net present value of:

Saudi Kayan Petrochemical Company (Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)

Fixed payments (including in-substance fixed payments), less any lease incentives receivable
Variable lease payment that are based on an index or a rate
Amounts expected to be payable by the lessee under residual value guarantees
The exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and
Payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

In determining the lease term, management considers all facts and circumstances that create an economic incentive to
exercise an extension option, or not exercise a termination option. Extension options (or periods after termination options)
are only included in the lease term if the lease is reasonably certain to be extended (or not terminated). The Company
assesses at lease commencement whether it is reasonably certain to exercise the extension options. The Company reassesses
whether it is reasonably certain to exercise the options if there is a significant event or significant change in circumstances
within control.

Extension and termination options

Short term leases

Short-term leases are leases with a lease term of 12 months or less. Low-value assets are items that do not meet the
Company's capitalisation threshold and are considered to be insignificant for the statement of financial position for the
Company as a whole. Payments for short-term leases and leases of low-value assets are recognised on a straight-line basis in
the interim condensed statement of income and other comprehensive income.

Variable lease payments

Some leases contain variable payments that are linked to the usage / performance of the leased asset. Such payments are
recognised in interim condensed statement of income and other comprehensive income.

Subordinated loans from a shareholder

During the year, the Company has early repaid all commercial term loans obtained against corporate guarantee of SABIC
amounting to SR 9,125 million and the remaining unamortised upfront fees outstanding at the date of settlement of SR 20.1
million have been recognised as finance cost in the statement of income and other comprehensive income for the year.

During the year, the Company has early settled 2 long term loans obtained from SABIC amounting to SR 837.5 million and
SR 500 million which were due on 15 December 2020 and 31 December 2020, respectively. Since these loans carried
commission below the market rates at 2.5% + SIBOR, the remaining unamortised fair value differential outstanding at the
date of settlement of SR 85.03 million have been recognised as finance cost in the statement of income and other
comprehensive income for the year.

Also, during the year, the Company has entered into Murabaha refinancing long term loan agreement with a local
commercial bank amounting to SR 7.5 billion to settle a portion of the the Company's subordinated loans and to finance
working capital requirements. This loan is payable on 30 June 2026. In additon, the Company has also entered into
Murabaha refinancing long term loan agreement with a local commercial bank amounting to SR 1.5 billion to settle a
portion of the Company's subordinated loans. This loan is payable on 30 December 2027.

Any initial direct costs, and

Restoration costs; if applicable.

Right-of-use assets are initially measured at cost comprising the following:

The amount of the initial measurement of lease liability
Any lease payments made at or before the commencement date less any lease incentives received
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At 31 December 2019

5

6

7

8

9

Subordinated loans from a shareholder (continued)

Also during the year, the Company has early settled the remaining long term loan obtained from SABIC amounting to SR
1,537.5 million which were due on 30 June 2025. Since this loan carried commission below the market rates at 2.5% +
SIBOR, the remaining unamortised fair value differential outstanding at the date of settlement of SR 27.034 million has
been recognised as finance cost in the statement of income and other comprehensive income for the year.

Substantial portion of the Company's sales are made to one customer and all of the Company’s operations are related to one
operating segment which is petrochemicals. Accordingly, segmental analysis by geographical and operating segment has not
been presented.

Subsequent events

Comparative figures

In the opinion of management, there have been no significant subsequent events since year ended 31 December 2019 that
would have a material impact on the financial position of the Company as reflected in these interim condensed financial
statements.

Certain comparative figures have been reclassified to conform to the current year's presentation.

Segment information

A segment is a distinguishable component of the Company that is engaged in providing products or services (a business
segment) or in providing products or services within a particular economic environment (a geographic segment), which is
subject to risks and rewards that are different from those of other segments.

Zakat

During 2017, the General Authority for Zakat and Tax ("GAZT") issued the assessments for the years 2012 to 2015 with an
additional liability of SR 144 million. The Company filed an appeal against the assessments during 2017. During the current
year and as a result of the Company's appeal, GAZT has adjusted the additionally assessed liability for the years 2012 to
2015 to be SR 9.4 million which has been accepted and fully paid by the Company. Assessments for the years 2016 to 2018
have not yet been raised by the GAZT.

Saudi Kayan Petrochemical Company (Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)
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