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Saudi Kayan Petrochemical Company (Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2019
1

CORPORATE INFORMATION

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 1428H (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.
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 1441 H (7 October 2019) and ending on 7 Safar 1444 H (4
September 2022) issued by the Ministry of Energy, Industry and Mineral Resources.
2

BASIS OF PREPARATION

2.1

Statement of Compliance

The financial statements of the Company have been prepared in accordance with the International Financial Reporting
Standards (“IFRSs”) that are endorsed in the Kingdom of Saudi Arabia (“KSA’) and other standards and
pronouncements that are endorsed by Saudi Organization for Certified Public Accountants (“SOCPA”) (collectively
referred to as “IFRSs as endorsed in KSA”).
The Company has adopted IFRS 16 Leases’ from 1 January 2019 and accounting policies for these new standards were
disclosed in note 3.
2.2

Basis of Measurement

The 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.
The 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.
3

NEW ACCOUNTING POLICIES

The Company has adopted IFRS 16 ‘Leases’ from 1 January 2019 and accounting policies for these new standards are as
set out below:
3.1

IFRS 16 - Leases

The nature and effect of the changes as a result of adoption of IFRS 16 are described below.
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.
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 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;
• exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application;
• the use of hindsight in determining the lease term where the contract contains options to extend or terminate the
lease; and
• 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.
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Saudi Kayan Petrochemical Company (Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS (continued)
At 31 December 2019
3

NEW ACCOUNTING POLICIES (continued)

3.1

IFRS 16 - Leases (continued)

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 were 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.
The following table shows reconciliation of operating lease commitments under IAS 17 to lease liability under IFRS 16
as on 1 January 2019:
1 January 2019
SR '000
Operating lease commitments disclosed as at 31 December 2018
(Less): exempted short-term leases to be recognised on a straight-line basis as expense
Operating lease commitments subject to IFRS 16 as at 31 December 2018
Discounted using SABIC’s incremental borrowing rate

584,427
(3,821)
580,606
(173,863)

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

406,743

Right of use assets:
Add: Prepayments related to leases as at 1 January 2019
Add: Assets previously recognized as property, plant and equipment as capital lease under IAS 17
Right of use assets as at 1 January 2019

36,541
6,448
449,732

Lease liability:
Add: finance lease liability already recognized as of 1 January 2019 under IAS 17
Total lease liability as of 1 January 2019

9,206
415,949

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 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.

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
• Any initial direct costs, and
• Restoration costs; if applicable.
Lease liabilities include, if applicable, the net present value of:
• 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.
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Saudi Kayan Petrochemical Company (Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS (continued)
At 31 December 2019
3

NEW ACCOUNTING POLICIES (continued)

3.1

IFRS 16 - Leases (continued)

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 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 statement of income and other comprehensive income.
Extension and termination options
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.
3.2

Amendments to IAS 19: Plan Amendment, Curtailment or Settlement

The Amendments to IAS 19 ‘Employee Benefits’ specifies how companies determine pension expenses when changes to
a defined benefit pension plan occur. The Amendments require a company to use the updated assumptions from this remeasurement to determine current service cost and net interest for the remainder of the reporting period after the change
to the plan.
The amendments had no impact on the financial statements of the Company as it did not have any plan amendments,
curtailments, or settlements during the year.
4

SIGNIFICANT ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGEMENTS

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the reporting date. However, uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amount of the asset or liability affected in the future.
These estimates and assumptions are based upon experience and various other factors that are believed to be reasonable
under the circumstances and are used to judge the carrying values of assets and liabilities that are not readily apparent
from other sources. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised or in the revision period and future
periods if the changed estimates affect both current and future periods.
4.1 Key sources of estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the statement of financial
position date, that have a significant risk of causing a material carrying amounts of assets and liabilities within the
financial year include:
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4

SIGNIFICANT ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGEMENTS (continued)

4.1

Key sources of estimation uncertainty (continued)

4.1.1 Impairment of non-financial assets
Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal calculation is
based on available data from binding sales transactions, conducted at arm’s length, for similar assets or observable
market prices less incremental costs for disposing off the asset. The value in use calculation is based on a Discounted
Cash Flow ("DCF") model. The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the Company is not yet committed to or significant future investments that will enhance the
asset’s performance of the Cash Generating Unit ("CGU") being tested. The recoverable amount is sensitive to the
discount rate used for the DCF model as well as the expected future cash-inflows and the growth rate used for
extrapolation purposes.
The management believes, that all constructed plants were pre-conditioned with gas allocation agreement, and the
Company does not have the option to curtail/discontinue any one of these plants, accordingly the lowest level of
identifiable cash inflows that are largely independent of the cash inflows from other assets or group of assets is the cash
inflows generated by all plants together. Therefore, the Company as whole considered as single cash generating unit for
the purpose of impairment calculation testing.
4.1.2 Provision for expected credit losses of trade receivables
The Company uses a provision matrix to calculate ECLs for trade receivables and contract assets. The provision rates
are based on days past due for groupings of various customer segments that have similar loss patterns (i.e., by
geography, product type, customer type and rating, and coverage by letters of credit and other forms of credit
insurance).
The provision matrix is initially based on the Company's historical observed default rates. The Company will calibrate
the matrix to adjust the historical credit loss experience with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic product) are expected to deteriorate over the next year which can lead to an
increased number of defaults in the manufacturing sector, the historical default rates are adjusted. At every reporting
date, the historical observed default rates are updated and changes in the forward-looking estimates are analysed.
4.1.3 Provisions
By their nature, provisions are dependent upon estimates and assessments whether the criteria for recognition have been
met, including estimates of the probability of cash outflows. Provisions for litigation are based on an estimate of the
costs, taking into account legal advice and other information presently available. Provisions for termination benefits and
exit costs, if any, also involve management’s judgment in estimating the expected cash outflows for severance payments
and site closures or other exit costs. Provisions for uncertain liabilities involve management’s best estimate of whether
cash outflows are probable.
4.1.4 Long-term assumptions for employee benefits
Post-employment defined benefits, end-of-service benefits and indemnity payment represent obligations that will be
settled in the future and require assumptions to project obligations and fair values of plan assets, if any. The accounting
standard requires management to make further assumptions regarding variables such as discount rates, rate of
compensation increases, mortality rates, employment turnover and future healthcare costs. Periodically, management of
the Company consults with external actuaries regarding these assumptions. Changes in key assumptions can have a
significant impact on the projected benefit obligations and/or periodic employee defined benefit costs incurred.
4.2

Leases - Estimating the incremental borrowing rate

The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental borrowing
rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the Company would have to pay to borrow over
a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use
asset in a similar economic environment. The IBR therefore reflects what the Company ‘would have to pay’, which
requires estimation when no observable rates are available or when they need to be adjusted to reflect the terms and
conditions of the lease. The Company estimates the IBR using observable inputs (such as market interest rates) when
available and is required to make certain entity-specific estimates.
________________________________________________________________________________________________
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4

SIGNIFICANT ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGEMENTS (continued)

4.3 Critical judgments in applying accounting standards
The following critical judgments have the most significant effect on the amounts recognized in the financial statements:
4.3.1 Component parts of property, plant and equipment
The Company’s assets, classified within property, plant and equipment, are depreciated on a straight-line basis over their
economic useful lives. When determining the economic useful life of an asset, it is broken down into significant
component parts such that each significant component part is depreciated separately. Judgement is required in
ascertaining the significant components of a larger asset, and while defining the significance of a component,
management considers quantitative materiality of the component part as well as qualitative factors such as difference in
useful life as compared to mother asset, its pattern of consumption, and its replacement cycle/maintenance schedule.
5

STANDARDS ISSUED BUT NOT YET EFFECTIVE

The standards and interpretations that are issued, but not yet effective, up to the date of the statement of the financial
position are disclosed below. The Company intends to adopt these standards, if applicable, when they become effective.
Amendment to IFRS 3 – Definition of a business

In October 2018, the International Accounting Standards Board "IASB" issued Definition of a Business
(Amendments to IFRS 3). The amendments narrowed and clarified the definition of a business. They also
permit a simplified assessment of whether an acquired set of activities and assets as assets rather than a
business. The amendments are effective for business combinations for which the acquisition date is on or
after the beginning of the first annual reporting period beginning or after 1 January 2020. The Company will
apply it once it become effective and it enters into a business combination.
Amendments to IAS 1 and IAS 8: Definition of Material
In October 2018, the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’ across the standards and to
clarify certain aspects of the definition. The new definition states that, ‘Information is material if omitting, misstating or
obscuring it could reasonably be expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements, which provide financial information about a specific
reporting entity.’
6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Current versus non-current classification
The Company presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset is current when it is:
·
·
·
·

Expected to be realized or intended to be sold or consumed in normal operating cycle;
Held primarily for the purpose of trading;
Expected to be realized within twelve months after the reporting period, or
Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for atleast twelve
months after the reporting period.

All other assets are classified as non-current.
A liability is current when:
·
It is expected to be settled in normal operating cycle;
·
It is held primarily for the purpose of trading;
·
It is due to be settled within twelve months after the reporting period, or
·

There is no unconditional right to defer the settlement of the liability for atleast twelve months after the reporting
period.
The Company classifies all other liabilities as non-current.
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6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment
Owned Assets
Property, plant and equipment are stated at cost, net of accumulated depreciation and accumulated impairment losses, if
any. Such costs includes the cost of replacing part of the property, plant and equipment and borrowing costs for longterm construction projects (qualifying assets), if the recognition criteria are met. Where such assets are constructed inhouse, their cost includes all amounts necessary to bring the asset to the present condition and location to be ready for
intended use by management and excludes all costs such as general and administrative expenses and training costs. Any
feasibility study costs are expensed as incurred unless they relate to specifically identifiable asset being constructed inhouse and are directly attributable to it. Pre-operating costs during startup period net of proceeds from sale of trial
production, are included as part of cost of the relevant item of property, plant and equipment, provided it is a directly
attributable cost which meets the recognition criteria, and only up to the point the asset is in a condition ready for
intended use.
When parts of property, plant and equipment are significant in cost in comparison to the total cost of the item, and where
such parts/components have a useful life different than other parts and are required to be replaced at different intervals,
the Company shall recognize such parts as individual assets with specific useful lives and depreciate them accordingly.
Likewise, when a major inspection (turnaround/shutdown, planned) is performed, its directly attributable cost is
recognized in the carrying amount of the property, plant and equipment if the recognition criteria are satisfied. This is
recorded as a separate component with a useful life generally equal to the time period up to the next scheduled major
inspection (turnaround). If the next turnaround occurs prior to the planned date, any existing book value of the previous
turnaround is expensed immediately. All other repair and maintenance costs are recognized in the statement of income
and other comprehensive income as incurred.
The present value of the expected cost for the decommissioning of an asset after its use is included in the cost of the
respective asset if the recognition criteria for a provision are met. The Company will periodically assess the expectation
and estimation for the decommissioning liability.
Environment, health, safety and security (EHS&S) related expenditures, including contamination treatment costs, are
capitalized if they meet the recognition criteria, mainly, that such costs are required by prevailing applicable legislation
and are required to continue the license to operate or is imposed by the Company’s own mandatory requirements relating
to EHS&S. These are capitalized together with the cost of the relevant item of property, plant and equipment to which
they relate.
Depreciation is calculated from the date the item of property, plant and equipment are available for its intended use or in
respect of self-constructed assets, from the date such assets are ready for the intended use.
Depreciation is calculated on a straight-line basis over the useful life of the asset as follows:
Buildings

13-40 years

Plant and equipment

4-50 years

Furniture, fixture and office equipment

3-10 years

Vehicles

4 years

Catalysts

1.5-20 years

The assets residual values, useful lives and methods of depreciation are reviewed, and adjusted prospectively if
appropriate, at each financial year–end.
Assets under construction, which are not ready for its intended use, are not depreciated.
An item of property, plant and equipment and any significant part initially recognized is derecognized upon disposal or
when no future economic benefits are expected from its use. Any gain or loss arising on de-recognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in the
statement of income and other comprehensive income.
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6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.
Leases
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 recognised in the statement of 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.
Right-of-use assets are initially measured at cost comprising the amount of the initial measurement of lease liability, any
lease payments made at or before the commencement date less any lease incentives received, any initial direct costs, and
restoration costs; if applicable.
Lease liabilities include, if applicable, the net present value of 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.
Short-term and low value assets’ 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 statement of income.
Variable lease payments
Some leases contain variable payments that are linked to the usage or performance of the leased asset. Such payments
are recognised in the statement of income.
Extension and termination options
In determining the lease term, management considers all facts and circumstances that create an economic incentive to
exercise an extension option, or not to 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.
Intangible assets
Intangible assets acquired separately are measured at cost upon initial recognition. Intangible assets acquired in a
business combination are measured at fair value at the date of acquisition. Following initial recognition, intangible assets
are carried at cost less any accumulated amortization and accumulated impairment losses, if any.
The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
amortized over the useful economic life and assessed for impairment whenever there is an indication that the intangible
asset may be impaired. The amortization period and the amortization method for an intangible asset with a finite useful
life are reviewed at least at each financial year-end. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the asset, are accounted for by changing the amortization period
or method, as appropriate, and are treated as changes in accounting estimates. The amortization expense on intangible
assets with finite lives is recognized in the statement of income and other comprehensive income in the expense
category consistent with the function of the intangible asset.
The amortization period for intangible assets with a finite useful life is as follows:
Licenses
IT development

3-20 years
5 years
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets (continued)
Gains or losses arising from derecognizing an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the intangible asset and are recognized in the statement of income and other
comprehensive income when the asset is derecognized.
Research and development costs
Research costs are expensed as incurred. Development expenditures on an individual project are recognized as an
intangible asset when the Company can demonstrate:
• The technical feasibility of completing the intangible asset so that the asset will be available for use or sale
• Its intention to complete and its ability and intention to use or sell the asset
• How the asset will generate future economic benefits
• The availability of resources to complete the asset
• The ability to measure reliably the expenditure during development
Following initial recognition of the development expenditure as an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when development is complete and
the asset is available for use. It is amortized over the period of expected future benefit. Amortization is recorded in cost
of sales. During the period of development, the asset is tested for impairment annually.
Associate
An associate is an entity over which the Company has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control over those
policies.
The investment in an associate is accounted for using equity method. Under the equity method of accounting, the
investments are initially recognized at cost and adjusted thereafter to recognize the Company’s share of the postacquisition profits or losses of the investee in the statement of income and other comprehensive income, and the
Company’s share of movements in other comprehensive income (OCI) of the investee in other comprehensive income.
Dividends received or receivable from associate are recognized as a reduction in the carrying amount of the investment.
The statement of income and other comprehensive income reflects the Company’s share of the profits of operations of
the associate. Any change in OCI of this associate is presented as part of the Company’s OCI. In addition, when there
has been a change recognised directly in the equity of the associate, the Company recognises its share of any changes,
when applicable, in the statement of changes in equity.
When the Company’s share of losses in an equity-accounted investment equals or exceeds its interest in the entity,
including any other unsecured long-term receivables, the Company does not recognize further losses, unless it has
incurred obligations or made payments on behalf of the associate.
Unrealized gains on transactions between the Company and its associate are eliminated to the extent of the Company’s
interest in the associate. Unrealized losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred.
The aggregate of the Company’s share in net result of an associate is shown on the face of the statement of income and
other comprehensive income outside operating profit.
The financial statements of the associate should be for the same reporting period as the Company. If not, then
adjustments are made to bring the balances and transactions to be at / for the reporting period similar to the Company.
Adjustments shall also be made to bring the balances and transactions in line with the accounting policies of the
Company, in case the accounting policies of such associate differ from those of the Company.
After application of the equity method, the Company determines whether it is necessary to recognize an impairment loss
on its investment in its associate. At each reporting date, the Company determines whether there is objective evidence
that the investment in the associate is impaired. If there is such evidence, the Company calculates the amount of
impairment as the difference between the recoverable amount of the associate and its carrying value, then recognizes the
loss as ‘Share in net result of an associate’ in the statement of income and other comprehensive income.
Upon loss of significant influence over the associate, the Company measures and recognizes any retained investment at
its fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the fair
value of the retained investment and proceeds from disposal is recognized in the statement of income and other
comprehensive income.
________________________________________________________________________________________________
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets
The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Company estimates the assets
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or CGU’s fair value less costs to sell and
its value-in-use and is determined 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 or CGU is considered impaired and is written down to its recoverable amount. In assessing
the value-in-use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate (prezakat) that reflects current market assessment of the time value of money and the risks specific to the asset.
Impairment losses of continuing operations, including impairment on working capital, if applicable, are recognized in
the statement of income and other comprehensive income in those expense categories consistent with the function of the
impaired asset.
Irrespective of whether there is any indication of impairment, the Company shall also test intangible assets with an
indefinite useful life (including goodwill) or intangible assets not yet available for use for impairment annually by
comparing their carrying amount with respective recoverable amount. This impairment test may be performed at any
time during an annual period, provided it is performed at the same time every year. Different intangible assets may be
tested for impairment at different times. However, if such an intangible asset was initially recognized during the current
annual period, that intangible asset shall be tested for impairment before the end of the current annual period.
For assets other than above, an assessment is made at each financial year-end as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. If such indication exists, the
Company estimates the asset’s or CGU’s recoverable amount. A previously recognized impairment loss is reversed only
if there has been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment
loss was recognized. This reversal is limited such that the recoverable amount doesn’t exceed what the carrying amount
would have been, net of depreciation, had no impairment loss been recognized for the asset in prior years. Such reversal
is recognized in the statement of income and other comprehensive income.
Inventories
Inventories, including raw materials, finished goods and consumables (spares) are valued at the lower of cost i.e.
historical purchase prices based on the weighted average principle plus directly attributable costs (primarily duty and
transportation), or the net realizable value.
Inventories of finished goods include cost of materials, labor and an appropriate proportion of variable and fixed direct
overheads.
Abnormal inventory losses due to quality or other issues and overheads incurred during unplanned maintenance / shut
down period are excluded from inventory costs. The allocation of overheads at period end for the purpose of inventory
valuation are based on the higher of normal capacity or actual production for the period. Costs are assigned to individual
items of inventory on the basis of weighted average costs. Costs of purchased inventory are determined after deducting
rebates and discounts. Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to complete a sale.
Scrap inventory, co-product and by-product
Production process in the Company sometimes results in production of co-product simultaneously, or may result in some
by-products or scraps (either non-usable or recyclable). When the costs of conversion of such co/by-product and/or scrap
are not separately identifiable from the main product cost, they are allocated on a rational and consistent basis to such
products and co/by-product and scrap. The allocation is based on the relative sales value of each product either at the
stage in the production process when the products become separately identifiable, or at the completion of production.

________________________________________________________________________________________________
18

Saudi Kayan Petrochemical Company(Saudi Kayan)
(Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS (continued)
At 31 December 2019
6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories (continued)
Scrap inventory, co-product and by-product (continued)
Where by-products and scrap are immaterial and where costs cannot be allocated to them or it is inefficient to do so,
these items are measured under inventory at net realizable value and this value is deducted from the cost of the main
product. As a result, the carrying amount of the main product inventory is not materially different from its cost.
In the statement of income other comprehensive income, the net realizable value for the by-products and scrap reduces
the cost of sales for the period. Upon subsequent sale of such by-product, the proceeds is recorded as revenue with a
corresponding cost of sale being recorded based on earlier recorded net realizable value, while for scrap, the proceeds,
net of cost is recorded as other income.
Consumable spare parts
Consumables are ancillary materials which are consumed in the production of semi-finished and finished products.
Consumables may include engineering materials, one-time packaging materials and certain catalysts.
Spare parts are the interchangeable parts of property, plant and equipment, which are considered to be essential to
support routine maintenance, repair and overhaul of plant and equipment or to be used in emergency situations for
repairs. The Company maintains the following different types of spare parts:
• Stand-by equipment items acquired together with the plant/production line or purchased subsequently but related to a
particular plant or production line and will rarely be required are critical to plant operation and must be available at
stand-by at all times. These are capitalized as part of property, plant and equipment and depreciated from purchase date
over a period which is shorter of the component’s useful life or the remaining useful life of the plant in which it is to be
utilized. These do not form part of inventory provided capitalization criteria under property, plant and equipment is met.
• Repairable items that are plant/production line specific with long lead times and will be replaced and refurbished
frequently (mostly during turnarounds). These are capitalized as part of property, plant and equipment where the
capitalization criteria are met. Depreciation is started from day of installation of these items in the plant, and the
depreciation period is the shorter of the useful life of the component and the remaining useful life of the related
property, plant and equipment in which it is installed. These do not form part of inventory.
• General spares and other consumables items which are not of a critical nature and are of a general nature, i.e., not plant
specific and can be used in multiple plants or production lines and any other items which may be required at any time
for facilitating plant operations. They are generally classified as ‘consumables and spare parts’ under inventory, unless
they exceed the capitalisation threshold and have a useful life of more than one year, under which case they are recorded
under property, plant and equipment. Items recorded under inventory are subject to assessment for obsolescence
provision and are charged to the statement of income and other comprehensive upon their installation or use. Where
such items meet criteria for capitalization, their depreciation method is similar to repairable items as noted above.
Cash and cash equivalents
Cash and cash equivalents include bank balances and short-term deposits with original maturities of three months or less
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.
Short term investments
Short term investments represent Murabaha commodity deposits with maturity over three months and less than a year
upon acquisition are presented under current assets. These deposits are maintained with local and foreign commercial
banks in Saudi Riyals and US dollars and carry profit at commercial rates.
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Employee end of service benefits and post-employment benefits
Short-term obligations
Liabilities for wages and salaries, including non-monetary benefits and accumulating leaves, air fare, child education
allowance, furniture allowance that are expected to be settled wholly within twelve months after the end of the period in
which the employees render the related service are recognized in respect of employees’ services up to the end of the
reporting period and are measured at amounts expected to be paid when the liabilities are settled. The liabilities are
presented as current employee benefit obligations in statement of financial position.
Other long-term employee benefit obligations
Other long-term employee benefit obligations (including continuous service awards, long service leave and annual leave
which are not expected to be settled wholly within twelve months after the end of the period in which the employees
render the related service) are measured as the present value of expected future payments to be made in respect of
services provided by employees up to the end of the reporting period using the projected unit credit method and recorded
as non-current liabilities. Consideration is given to expect future wage and salary levels, experience of employee
departures, historic attrition rates and periods of service. Expected future payments are discounted using market yields at
the end of the reporting period of high-quality corporate bonds with terms and currencies that match, as closely as
possible, the estimated future cash outflows. Re-measurements as a result of experience adjustments and changes in
actuarial assumptions are recognized in the statement of income and other comprehensive income.
The obligations are presented as current liabilities in the statement of financial position if the Company does not have an
unconditional right to defer settlement for at least 12 months after the reporting period, regardless of when the actual
settlement is expected to occur.
Post-employment obligation
The Company operates various post-employment schemes, including both defined benefit and defined contribution plans
and post-employment medical plans for eligible employees and their dependents.
Defined contribution plans
A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions in to a
separate entity and will have no legal or constructive obligation to pay amounts. The contributions are recognized as
employee benefit expense when they are due. Prepaid contributions are recognized as an asset to the extent that a cash
refund or a reduction in the future payments is available. Eligible employees who participate in defined contribution
plan may also invest a portion of their earnings in various program funds.
The Company operates a saving plan to encourage its Saudi employees to make savings in a manner that will warrant an
increase in their income and contribute to securing their future according to the established plan. The saving
contributions from the participants are deposited in a separate bank account other than the Company’s normal operating
bank accounts (but not in any separate legal entity). This cash is a restricted balance and for purpose of presentation in
the financial statements, it is offset with the related liability under the savings plan and net liability to employees is
reported under the employee benefits liability.
Defined benefit plans
A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company primarily
has end of service benefits, pension plans and post-retirement medical and life insurance plans which qualify as defined
benefit plans.
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Employee end of service benefits and post-employment benefits (continued)
Defined benefit plans (continued)
(a) End of service pension awards
The net pension asset or liability recognized in the statement of financial position in respect of defined benefit postemployment plans is the fair value of plan assets, if any, less the present value of the projected defined benefit obligation
(DBO) at the reporting date. The defined benefit obligation is calculated annually by independent actuaries using the
projected unit credit method. The present value of the defined benefit obligation is determined by discounting the
estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency
in which the benefits will be paid, and that have terms approximating to the terms of the related obligation. In countries
where there is no deep market in such bonds, the market rates on government bonds are used. The net interest cost is
calculated by applying the discount rate to the net balance of the defined benefit obligation and the fair value of plan
assets. This cost is included in employee benefit expense in the statement of income and other comprehensive income.
Re-measurement gains and losses arising from experience adjustments and changes in actuarial assumptions are
recognized in the period in which they occur as other comprehensive income (OCI) in the statement of income and other
comprehensive income.
Changes in the present value of the defined benefit obligation resulting from plan amendments or curtailments are
recognized immediately in the statement of income and other comprehensive income as past service costs.
Valuations of the obligations under these plans are carried out by independent actuaries based on the projected unit
credit method. The costs relating to such plans primarily consist of the present value of the benefits attributed on an
equal basis to each year of service and the interest on this obligation in respect of employee service in previous years.
Current and past service costs related to post-employment benefits are recognized immediately in the statement of
income and other comprehensive income while unwinding of the liability at discount rates used are recorded as finance
cost. Any changes in net liability due to actuarial valuations and changes in assumptions are taken as re-measurement as
other comprehensive income in the statement of income and other comprehensive income.
The actuarial valuation process takes into account the provisions of the Saudi Arabian Labor and Workmen law as well
as the Company policy.
(b) Medical and life insurance
The Company provides post-retirement healthcare and life insurance benefits to its eligible retirees and their dependents
for 5 years. The expected costs of these benefits are accrued over the period of employment using the same accounting
methodology as used for defined benefit plans. Re-measurement gains and losses arising from experience adjustments
and changes in actuarial assumptions are charged or credited as other comprehensive income in the period in which they
arise. These obligations are valued annually by independent qualified actuaries.
The accounting for these plans requires that management makes certain assumptions relating to discount rates used to
measure future obligations and expenses, salary scale inflation rates, health care cost trend rates, mortality and other
assumptions. These estimates are highly susceptible to change from period to period based on the performance of plan
assets (if any), actuarial valuations, market conditions and contracted benefit changes. The selection of assumptions is
based on historical trends, future estimates based on economic and market conditions at the time of valuation. However,
actual results may differ substantially from the estimates that were based on the critical assumptions used.
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Employee end of service benefits and post-employment benefits (continued)
Short-term and long-term incentive plans (profit sharing or bonus plans)
The Company recognizes a liability and an expense for bonuses and incentive plans based on a formula that takes into
consideration the estimated expected payable amount given the performance of the Company. The Company recognizes
a provision where contractually obliged or where there is a past practice that has created a constructive obligation, and
where the amount is accrued over the period based on the target expectation and a reliable estimate of the obligation can
be made.
Termination benefits (early retirement program)
Termination benefits are payable when employment is terminated by the Company before the normal retirement date, or
when an employee accepts voluntary redundancy in exchange for these benefits. The Company recognizes termination
benefits at the earlier of the following dates: (a) when the Company can no longer withdraw the offer of those benefits;
and (b) when the Company recognizes costs for a restructuring that involves the payment of terminations benefits. In the
case of an offer made to encourage voluntary redundancy, the termination benefits are measured based on the number of
employees expected to accept the offer. Benefits falling due more than twelve months after the end of the reporting
period are discounted to present value.
Employee Home Ownership Program (HOP)
The Company has established employee’s home ownership programs (HOP) that offer eligible employees the
opportunity to buy residential units constructed by the Company through a series of payments over a particular number
of years. Ownership of the houses is transferred upon completion of full payment.
Under the HOP, the amounts paid by the employee towards the house are repayable back to the employee in case the
employee discontinues employment and the house is returned back to the Company. The requirements relating to
financial instruments do not apply to such accumulated balance as paragraph 2(c) of IAS 39 specifically excludes
employers’ rights and obligations under employee benefit plans. Repayment of such amount in the event that an
employee leaves before entitlement to the house has vested represents a potential employer’s obligation to which IAS 19
applies. IAS 19 requires measuring such an obligation on an expected outcome basis.
Employee Home Loan Program (HLP)
The Company provides interest free home loan to its eligible employees for one time only during the period of the
service for purposes related to purchase or building of a house or apartment. The loan is repaid in monthly instalment by
deduction of employee’s housing allowances.
HLP is recognized as a non-current financial asset at fair value and measured at amortized cost using the effective
interest rate method. The difference between the fair value and the actual amount of cash given to the employee is
recognized as a “non-current prepaid employee benefits” and is amortized as an expense equally over the period of
service. The same amount is also amortized as interest income against the receivable from employees.
Executive vehicles
The Company grants eligible employees a Company owned vehicle up to a specific value. The benefit is provided to
employees against their services for a fixed period of years. The employee also has an option to opt for a higher value
vehicle and the difference in value is contributed by the employee. The vehicle shall remain the property of the
Company. The Company’s Human Resource policy governs the arrangement with the employee and may define
conditions under which such vehicle can be transferred to employee.
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Trade and other payables
These amounts represent liabilities for goods and services provided to the Company prior to the end of financial year
which are unpaid. The amounts are unsecured and are usually paid within 30 to 60 days of recognition. Trade and other
payables are presented as current liabilities unless payment is not due within 12 months after the reporting period. They
are recognized initially at their fair value and subsequently measured at amortized cost using the effective interest
method.
Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. Where management of the Company 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 any provision is presented in
statement of income and other comprehensive income net of any reimbursement. If the effect of the time value of money
is material, provisions are discounted using a current pre-tax rate (pre-zakat) that reflects, where appropriate, the risks
specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is recognized
as a finance cost.
Zakat
Zakat is provided in accordance with the Regulations of the General Authority of Zakat and Tax (”GAZT”) in the
Kingdom of Saudi Arabia. The provision is charged to the statement of income and other comprehensive income.
Financial assets
Initial recognition and measurement
Financial assets are classified, at initial recognition, as loan and receivables, and trade receivable as appropriate. All
financial assets are recognized initially at fair value plus, in the case of financial assets not recorded at fair value through
profit or loss, transaction costs that are attributable to the acquisition of the financial asset.
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the market place (regular way trades) are recognized on the trade date i.e., the date that the Company
commits to purchase or sell the asset.
Subsequent measurement
For purposes of subsequent measurement, financial assets are classified as:
•Loan and receivables.
•Trade receivable.
Loans and receivables
Loan and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. After initial measurement, such financial assets measured at amortized cost using the effective interest
rate (EIR) method, less impairment. Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is included in finance income in
the statement of income and other comprehensive income.
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Financial assets (continued)
Subsequent measurement (continued)
Trade receivables
Trade receivables are stated at the amortized cost, which generally correspond to face value (original invoice amount),
do not bear interest, and generally have a 30 to 90 days term, less any provision for doubtful debts and impairment. An
allowance for doubtful debts is made based upon Company’s best estimate of expected credit losses related to those
receivables. Such estimate is based on customers’ financial status and historical write-off experience. Account balances
are written off against such allowance after all means of collection have been exhausted and potential of recovery is
remote. Bad debts written off as such are recorded in the statement of income and other comprehensive income as
incurred.
Other receivables include supplier advances, employee receivables and other such receivables which are not ‘trade’
receivables. Other receivables are stated at amortized cost which generally corresponds to their face value. Allowance
for doubtful receivables is assessed as per methodology noted above.
Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognized (i.e. removed from the Company’s statement of financial position) when:
• The rights to receive cash flows from the asset have expired, or
• The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) the
Company has transferred substantially all the risks and rewards of the asset, or (b) the Company has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.
Impairment of financial assets
The Company assesses at each reporting date whether there is any objective evidence that a financial asset or a group of
financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there
is objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the
asset and a loss event has an impact on the estimated future cash flows of the financial asset or a group of financial
assets that can be reliably estimated. Evidence of impairment may include indications that debtors or a group of debtors
are experiencing significant financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter into bankruptcy or other financial reorganization and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate
with defaults.
Financial liabilities
Initial recognition and measurement
Financial liabilities are classified under either of the two classes at initial recognition:
•Financial liabilities at fair value through profit or loss
•Other financial liabilities measured at amortized cost using the effective interest rate method.
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Financial liabilities (continued)
Initial recognition and measurement (continued)
The category of financial liability at fair value through profit or loss has two subcategories:
•Designated: a financial liability that is designated by the entity as a liability at fair value through profit or loss upon
initial recognition
•Held for trading: a financial liability classified as held for trading, such as an obligation for securities borrowed in a
short sale, which have to be returned in the future. This category also includes derivative financial instruments entered
into by the Company that are not designated as hedging instruments in hedge relationships. Separated embedded
derivatives are also classified as held for trading unless they are designated as effective hedging instruments.
All financial liabilities are recognized initially when the Company becomes party to a contractual provisions and
obligations under the financial instrument. The liabilities are recorded at fair value, and in the case of loans and
borrowings and payables, the proceeds received net of directly attributable transaction costs.
Subsequent measurement
Financial liabilities at fair value through profit and loss will continue to be recorded at fair value with changes being
recorded in the statement of income and other comprehensive income.
For other financial liabilities, including loans and borrowings, after initial recognition, these are subsequently measured
at amortized cost using the effective interest rate method. Gain and losses are recognized in statement of income and
other comprehensive income when the liabilities are derecognized as well as through the effective interest rate
amortization process.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the effective interest rate method. The effective interest rate amortization is included as finance costs in
the statement of income and other comprehensive income.
De-recognition
A financial liability is derecognized when the obligation under the liability is discharged or cancelled, or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is treated as the de-recognition of the
original liability and the recognition of a new liability. The difference in the respective carrying amounts is recognized
in the statement of income and other comprehensive income.
Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position if
there is a currently enforceable legal right to offset recognized amounts and there is an intention to settle on a net basis,
to realize the assets and settle the liabilities simultaneously.
Transactions and balances in foreign currency
Transactions in foreign currencies are initially recorded by the Company at their respective functional currency spot
rates at the date the transaction first qualifies for recognition. Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency spot rates of exchange at the reporting date.
Differences arising on settlement or translation of monetary items are recognized in the statement of income and other
comprehensive income.
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Fair value measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either:
• In the principal market for the asset or liability, or
• In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by the Company.
The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their best economic interest.
A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic
benefits by using the asset in its highest and best use or by selling it to another market participant that would use the
asset in its highest and best use.
The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:
Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 —Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable
Level 3 —Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.
For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company determines
whether transfers have occurred between levels in the hierarchy by re-assessing the categorization (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.
The policies and procedures for both recurring fair value measurement are evaluated periodically.
For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of the
nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.
Fair value of a shareholder’s subordinated loans
The fair value of a shareholder’s subordinated loans is determined based on the valuation techniques including the
discounted cash flow (DCF) model. The inputs to these models are taken from observable markets where possible, but
where this is not feasible, a degree of judgment is required in establishing fair values. Judgments include considerations
of inputs such as discount rate, liquidity risk, credit risk and volatility.
Revenue recognition
Sales revenue
The Company recognises revenue when control of the products sold, transfers to the marketer/customer, which shall be
considered in the context of a five-step approach and applying the applicable shipping terms.
Revenue is measured at the fair value of the consideration received or receivable, taking into account contractually
defined terms of payment and excluding taxes or duty. Revenue arrangements are assessed against specific criteria to
determine whether the Company is acting as a principal or agent.
Sales made to SABIC (referred to as the ‘Marketer’) under the marketing and off-take agreements, and upon the delivery
of products to the Marketer, sales are recorded at provisional selling prices which are later adjusted based upon actual
selling prices received by the Marketer from third parties, after deducting costs of shipping, distribution and marketing.
Adjustments are recorded as they become known to the Company.
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Expenses
Cost of sales
All expenses are recognized on an accrual basis. Operating costs are recognized on a historical cost basis. Production
costs and direct manufacturing expenses are classified as cost of sales. This includes raw material, direct labor and other
attributable overhead costs. Other costs such as selling costs are recorded as selling and distribution expenses while all
remaining other costs are presented as general and administrative expenses.
Selling and distribution expenses
These include any costs incurred to carry out or facilitate all selling activities at the Company. These costs typically
include distribution and logistics expenses as well as allocations of certain general overheads.
General and administrative expenses
These pertain to operation expenses which are not directly related to the production or selling of any goods or services.
These also include allocations of general overheads which are not specifically attributed to cost of sales or selling and
distribution expenses.
Allocation of overheads between cost of sales, selling and distribution expenses, and general and administrative
expenses, where required, is made on a consistent basis based on predetermined rates as appropriate by the Company.
Finance income
For all financial instruments measured at amortized cost and interest-bearing financial assets, interest income is recorded
using the effective interest rate (EIR). EIR is the rate that exactly discounts the estimated future cash payments or
receipts over the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying
amount of the financial asset or liability. Interest income is included in finance income in the statement of income and
other comprehensive income. Earnings on time deposits are recognized on an accrual basis.
Earnings per share
Basic earnings per share is calculated by dividing:
• the net income attributable to Equity holders 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, adjusted for bonus
elements in ordinary shares issued during the year and excluding treasury shares.
Statutory reserve
In accordance with the Saudi Arabian Regulations for Companies, the Company must set aside 10% of its net income
after deducting losses brought forward in each year until it has built up a reserve equal to 30% of the share capital. The
Company may resolve to discontinue such transfers when the reserve totals 30% of the share capital. The reserve is not
available for distribution. Since there is no sufficient balance of retained earnings to transfer 10% of the net income for
the year, no such transfer has been made for the current year.
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COST OF SALES

Raw materials and consumables
Change in finished products inventory
Depreciation of property, plant and equipment (note 12)
Depreciation of right of use assets (note 13)
Employees’ costs
Utilities
Amortisation of intangible assets
Provision for expired raw materials
Other
8

2018
SR'000

12,591,166
(7,567,608)
2,257,528
38,411
530,052
575,627
15,512
7,351
29,304

15,622,907
(10,171,106)
2,249,220
617,130
541,331
15,512
1,401
21,437

8,477,343

8,897,832

2019
SR'000

2018
SR'000

226,930
9,466
214

208,097
7,239

236,610

215,336

2019
SR'000

2018
SR'000

190,362
93,859
60,279
22,429
13,225
15,285
3,505
7,746
6,366
2,831
27,559

245,243
87,510
66,890
18,783
6,098
11,320
8,875
7,558
5,839
31,293

443,446

489,409

SELLING AND DISTRIBUTION EXPENSES

Freight and storage
Depreciation of right of use assets (note 13)
Other

9

2019
SR'000

GENERAL AND ADMINISTRATIVE EXPENSES

Technology and innovation cost (note 14)
Employees’ costs
Shared services charges (note 14)
Amortisation of site development costs and intangible assets
Maintenance and manpower supply
Taxes
Leases
Depreciation (note 12)
Depreciation of right of use assets (note 13)
Board members allowances
Other
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OTHER INCOME, NET
2019
SR'000

2018
SR'000

(2,018)
2,282
176
2,887
11,686

(23,151)
(4,165)
82,500
(1,413)
4,944
13,727
15,289

15,013

87,731

2019
SR'000

2018
SR'000

Interest on debts and borrowings
Interest expenses related to defined benefit plans (note 28)
Lease financial charges
Bank charges

814,024
20,344
23,383
2,473

899,724
18,614
766
162

Total interest expense

860,224

919,266

Unwinding of discount
Early settlement of subordinated loans (note 14)
Early settlement of term loans (note 26)

52,931
112,064
20,100

84,972
-

1,045,319

1,004,238

Write-off of property, plant and equipment (note 12)
Foreign currency exchange gains (losses)
Insurance proceeds
Loss on disposal of property, plant and equipment (note 12)
Rental income
Accruals no longer required
Other miscellaneous income, net

11

FINANCE COSTS

Total finance costs
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For the year ended 31 December 2019

Cost:
As of 1 January 2019
Additions
Write-off
Transfers to ROU assets (note 13)
Transfers
As of 31 December 2019

Plant and
equipment

Buildings

Furniture, fixture
and office
equipment

SR'000

SR'000

SR'000

43,089,787
45,318
(2,734)
(14,329)
98,695

2,553,746
2,866
60

43,216,737

Accumulated depreciation:
As of 1 January 2019
Charge for the year
Related to write-off
Transfers to ROU assets (note 13)
As of 31 December 2019

14,683,319
2,123,637
(935)
(7,881)
16,798,140

Net book amounts:
At 31 December 2019

26,418,597

Total
Catalyst

Construction
work in progress

2019

SR'000

SR'000

SR'000

SR'000

325,177
1,535
123

11,001
-

448,654
41
-

190,851
281,775
(219)
(98,878)

46,619,216
331,535
(2,953)
(14,329)
-

2,556,672

326,835

11,001

448,695

373,529

46,933,469

537,029
77,702
614,731

290,725
10,705
301,430

10,111
72
10,183

375,214
53,158
428,372

1,941,941

25,405

818

20,323

Vehicles

373,529

15,896,398
2,265,274
(935)
(7,881)
18,152,856
28,780,613

The construction work in progress mainly relates to other support facilities with a total cost of SR 373.5 million.
The borrowing costs capitalised during the year on construction work in progress amounted to SR nil million.
Property, plant and equipment are constructed on a land leased by the Company from Royal Commission for Jubail and Yanbu under a long-term renewable lease agreement
with an initial term of 30 years effective from 21 Rabi’I 1428H (corresponding to 9 April 2007).
All of the Company’s property, plant and equipment are secured against term loans (note 26).
Depreciation charge for 2019 of SR 2,257.5 million and SR 7.8 million has been allocated to cost of sales and general and administrative expenses, respectively.
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For the year ended 31 December 2018
Plant and
equipment

Buildings

Furniture, fixture
and office
equipment

SR'000

SR'000

SR'000

Cost:
As of 1 January 2018
Additions
Write-off
Disposals
Transfers
As of 31 December 2018

41,690,283
129,416
(32,669)
(11,162)
1,313,919
43,089,787

2,554,954
211
(1,657)
238
2,553,746

Accumulated depreciation:
As of 1 January 2018
Charge for the year
Related to write-off
Related to disposals
As of 31 December 2018

12,586,434
2,113,640
(12,877)
(3,878)
14,683,319

459,626
77,751
(348)
537,029

Net book amounts:
At 31 December 2018

28,406,468

2,016,717

Total
Catalyst

Construction
work in progress

2018

SR'000

SR'000

SR'000

SR'000

316,134
3,891
5,152
325,177

11,001
11,001

372,312
12,416
(20,070)
83,996
448,654

1,486,163
111,352
(3,359)
(1,403,305)
190,851

46,430,847
257,286
(56,098)
(12,819)
46,619,216

278,929
11,796
290,725

10,038
73
10,111

341,766
53,518
(20,070)
375,214

34,452

890

Vehicles

73,440

190,851

13,676,793
2,256,778
(32,947)
(4,226)
15,896,398
30,722,818

The construction work in progress mainly relates to construction of many support facilities with a total cost of SR 190.9 million.
The borrowing costs capitalised during the year on construction work in progress amounted to SR 7.5 million.
Property, plant and equipment are constructed on a land leased by the Company from Royal Commission for Jubail and Yanbu under a long-term renewable lease
agreement with an initial term of 30 years effective from 21 Rabi’I 1428H (corresponding to 9 April 2007).
All of the Company’s property, plant and equipment are secured against term loans (note 26).
Depreciation charge for 2018 of SR 2,249.2 million and SR 7.6 million has been allocated to cost of sales and general and administrative expenses, respectively.
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For the year ended 31 December 2019

Cost:
Right of use assets recognised as of 1 January 2019
on adoption of IFRS 16 (note 3)
Transfers from property, plant and equipment as at
1 January 2019 on adoption of IFRS 16 (note 3 & 12)
Additions
As of 31 December 2019

Land

Tank

Housing

Vehicles

Pipelines

Total

SR'000

SR'000

SR'000

SR'000

SR'000

SR'000

55,517

187,339

169,941

30,487

-

443,284

55,517

187,339

8,202
178,143

30,487

14,329
14,329

14,329
8,202
465,815

4,173
4,173

17,417
17,417

24,454
24,454

7,483
7,483

7,881
716
8,597

7,881
54,243
62,124

51,344

169,922

153,689

23,004

5,732

403,691

Accumulated depreciation:
Related to transfers from property, plant and equipment as at
1 January 2019 on adoption of IFRS 16 (note 3 & 12)
Charge for the year
As of 31 December 2019
Net book amounts:
At 31 December 2019

Depreciation charge for 2019 of SR 38.41 million, SR 9.46 million and SR 6.37 million has been allocated to cost of sales, selling and distribution expenses and general and
administrative expenses, respectively.
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14 RELATED PARTY TRANSACTIONS AND BALANCES
Related parties represent major shareholders, associated companies, key personnel of the Company and entities controlled, jointly controlled or significantly influenced by such
parties. Following is the list of the major related parties of the Company:
Name of related party

Nature of relationship

SABIC
Saudi Butanol Company
SABIC affiliates

Shareholder
Associate
Affiliates

The following table provides the total amount of major transactions that have been entered into with related parties and related parties' balances as at 31 December 2019 and 31
December 2018:
Amount of transaction
Relationship

Nature of transaction

Related party
a. Trade accounts receivable due from
a related party (note 20)
SABIC

Shareholder

Sales

b. Advances and other receivables
due from related parties (note 21)
SABIC
SABIC affiliates

Shareholder
Affiliate

Advances
Advances

For the year
ended 31
December 2019

For the year
ended 31
December 2018

Ending balance
31 December
2019

31 December
2018

SR '000

SR '000

SR '000

SR '000

9,536,301

12,263,026

2,502,670

2,811,160

97,160
9,211
106,371

137,856
7,852
145,708
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Amount of transaction

Related party
c. Advances to an associate
Saudi Butanol Company
Current portion (note 21)
Non-current portion (note 16)

Relationship

Associate

d. Trade accounts payable due to related parties (note 29)
Shareholder
SABIC

Nature of transaction

Advances

Purchases and other services
Shared services charges (note 9)

For the year
ended 31
December 2019

Ending balance

For the year
ended 31
December 2018

31 December
2019

31 December
2018

SR '000

SR '000

SR '000

SR '000

-

-

35,135

35,135
-

35,135

35,135

145,470

123,590

2,252

48,082

1,021,418
60,279

928,361
66,890

190,362

245,243

31,239
189,235

26,076
343,896

128,140

156,258

116,961

95,529

Technology and innovation cost
(note 9)
Purchase of insurance policies
through the shareholder
Finance cost charges
Other

Affiliates and
an associate

Costs charged by an associate
Purchase of inventory, capital
goods and services

147,722

171,672

e. Subordinated loans from a shareholder – presented under non current liabilities in the statement of financial position
SABIC

Shareholder

Financial charges for the fair
value differential on loans from
a shareholder

139,620

59,543

-

2,735,380
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RELATED PARTY TRANSACTIONS AND BALANCES (continued)

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

SABIC has provided three long-term loans to the Company, which carried commission below the market rates.
These loans were subordinated to certain term loans obtained from commercial banks. During the year, the
Company has early settled these three long-term loans obtained from SABIC amounting to SR 837.5 million, SR
500 million and SR 1,537.5 million which where were due on 15 December 2020, 31 December 2020 and 30
June 2025, respectively. Since these loans carried commission below the market rate at 2.5% + SIBOR, the
remaining unamortised fair value differential outstanding at the date of the settlements of SR 112.06 million have
been recognised as finance cost in the statement of income and other comprehensive income for the year.

(ii) The Company has a service level agreement with SABIC (Shared Services Organization – SSO) for the provision
of accounting, warehousing, human resources, information technology (ERP/SAP), transporting and arranging
for delivery of materials related to the Company's spare parts, engineering, procurement and related services and
other general services to the Company. The Company has also logistic service agreement with SABIC.
(iii) Advances to SABIC represent the amount paid by the Company according to shared service agreement to finance
the purchase of the Company’s materials and services from SABIC and its affiliates.
(iv) The Company has provided an interest free advance to its associate which resulted in fair value differential. This
advance is expected to be fully paid during 2032.
(v)

The Company's annual contribution to SABIC for research and technology is 2% of total sales, which is charged
to general and administrative expenses in the statement of income and other comprehensive income.

(vi) SABIC also charged finance charges, guarantee fees and commitment fees to the Company in relation to the
subordinated loans.
(vii) The majority of Company's products are sold to SABIC ("the Marketer") under marketing and off‑take
agreements. Upon delivery of the product, sales are recorded at net provisional price which are subsequently
adjusted, on a monthly basis, to actual selling prices received by SABIC from its customers after deducting
shipping, distribution and selling cost, and a marketing fee to cover all other marketing expenses.
Prices and terms of payments for the above transactions are approved by the Company's management.
Key management compensation
The Company provides certain remunerations and compensation to key management personnel. Remuneration for
the years ended 31 December 2019 and 2018 of key management personnel is detailed as follows:

Short-term employee benefits
Defined employees’ benefits obligation

2019
SR'000

2018
SR'000

7,341
2,363

6,831
3,442

9,704

10,273
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INTANGIBLE ASSETS
IT
Under
development development

SR'000

SR'000

SR'000

Total
2019
SR'000

Cost:
At the beginning of the year
Additions
Write-off
Transfer

310,234
(1,709)
1,835

21,868

56,439
(23,703)

366,673
(1,709)
-

362,077
4,596
-

At the end of the year

310,360

21,868

32,736

364,964

366,673

Amortisation:
At the beginning of the year
Charge for the year

102,877
15,532

3,626

-

102,877
19,158

87,365
15,512

At the end of the year

118,409

3,626

-

122,035

102,877

191,951

18,242

32,736

242,929

263,796

Licenses

Total
2018
SR'000

Net carrying value:
At 31 December
16

INVESTMENT IN AN ASSOCIATE AND ADVANCES

This represents 33.33% equity interest in Saudi Butanol Company Limited (“SABUCO”) a limited liability company registered in
the Kingdom of Saudi Arabia, which is engaged in production of Butanol and Iso-Butanol. SABUCO is registered with a capital of
SR 486 million and the Company invested SR 162 million for its equity interest. Construction of production facilities of SABUCO
commenced in early 2014 and were completed during 2015. Commercial production started during 2016.
The movement in investment in SABUCO was as follows:
2019
SR'000

2018
SR'000

Balance of investment in an associate at 1 January
Share of profits for the year

285,867
18,334

237,376
48,491

Balance of investment in an associate at 31 December

304,201

285,867

65,629
35,135

65,629
-

404,965

351,496

2019
SR'000

2018
SR'000

221,576
1,453,872
(156,526)
(659,369)

223,840
1,485,672
(134,977)
(758,465)

Equity

859,553

816,070

Company’s share in equity (after allocating income tax and zakat to each partner)– 33.33%
(2018: 33.33%)

304,201

285,867

Fair value differentials of interest free loan provided to the associate
Non-current portion of advances to the associate (note 14)
Summarised statement of financial position of SABUCO :

Current assets
Non-current assets
Current liabilities
Non-current liabilities
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INVESTMENT IN AN ASSOCIATE AND ADVANCES (continued)

Summarised statement of income of SABUCO :
2019
SR'000
380,394
(282,832)
(15,333)
(23,660)
344
58,913

2018
SR'000
468,854
(274,043)
(23,750)
(22,577)
271
148,755

Company’s share in income before zakat and income income– 33.33% (2018: 33.33%)

19,638

49,585

Share in zakat
Company’s share in net income

(1,304)
18,334

(1,094)
48,491

2019
SR'000

2018
SR'000

113,868
-

164,111
18,783

113,868

182,894

2019
SR'000
912,723
420,000
2,510,206
106,371
35,135
16,413
2,870

2018
SR'000
2,376,597
1,946,250
2,822,370
145,708
35,135
71,755
8,609

4,003,718

7,406,424

2019
SR'000

2018
SR'000

17,966,216
379,771
8,478
463,948
113,024

19,983,610
2,735,380
588,826
273,660

18,931,437

23,581,476

2019
SR'000

2018
SR'000

793,561
(316,993)
476,568
106,041
56,802
676,206
1,315,617

784,773
(316,993)
467,780
108,486
33,575
1,049,622
1,659,463

Revenues
Cost of sales
General and administration expenses
Finance cost
Other income
Income before zakat and income tax

17

OTHER NON-CURRENT ASSETS

Employees’ loans and advances
HOP site development costs

18

FINANCIAL ASSETS AND LIABILITIES

18.1 Financial assets at amortized cost

Cash and cash equivalents
Short term investments
Trade receivables
Advances and other receivable from related parties
Current portion of advances to an associate
Non-current portion of advances to an associate
Value added tax (VAT) receivable
Other financial assets
18.2 Financial liabilities at amortized cost

Term loans
Subordinated loans from a shareholder
Lease liability
Lease liability - intercompany
Trade payables
Other financial liabilities
19

INVENTORIES

Spare parts
Less: provision for slow moving, obsolete and dormant spare parts inventory
Raw materials, net
Goods in transit
Finished goods, net
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INVENTORIES (continued)

During 2019, SR 5.1 million was recognised as a reversal of provision for inventories carried at net realisable value (2018: SR 7.6
million recognised as a provision for inventories carried at net realisable value). This is recognised in cost of sales.
The movement in provision for slow moving, obsolete and dormant spare parts inventory was as follows:
2019
SR'000

2018
SR'000

Balance at 1 January
Charge for the year

316,993
-

315,592
1,401

Balance at 31 December

316,993

316,993

2019
SR'000

2018
SR'000

13,280
2,502,670
2,515,950

16,897
2,811,160
2,828,057

20

TRADE RECEIVABLES

Trade accounts receivable due from third parties
Trade accounts receivable due from a related party (note 14)
Less: Provision for doubtful debts

(5,687)

(5,744)
2,510,206

2,822,370

Terms and conditions for related party transactions and balances are disclosed under note 14 of these financial statements.
Movements in the provision for doubtful debts were as follows:
2019
SR'000

2018
SR'000

Balance at 1 January
Adoption of IFRS 9
Adjusted balance at 1 January

5,687
5,687

5,452
579
6,031

Provision no longer required
Charged during the year

57

Balance at 31 December

5,744

(344)
5,687

The aging analysis of trade receivable is as follows:

Total

SR'000

Neither past
due nor
impaired

SR'000

Less than 30
days

31-60 days

SR'000

SR'000

61-90 days

SR'000

More than
121 days

SR'000

31 December 2019

2,515,950

2,505,566

2,835

1,943

79

5,527

31 December 2018

2,828,057

2,815,957

3,489

3,084

-

5,527
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TRADE RECEIVABLES (continued)

The aging analysis of trade receivable with third parties is as follows :
31 December 2019:

Total

Neither past
due nor
impaired

SR'000
Expected credit loss rate
Carrying amount at default
Less secured receivable
Net Carrying amount at default
Expected credit loss

13,280
(2,911)
10,369

Less than 30
days

31-60 days

61-90 days

More than
121 days

SR'000

SR'000

SR'000

SR'000

SR'000

0.41%

1.02%

10.63%

8.86%

2,896
2,896

2,835
(2,835)
-

1,943
(76)
1,867

79
79

5,527
5,527

-

198

7

5,527

5,744

12

100%

31 December 2018:
Total

Neither past
due nor
impaired

SR'000
Expected credit loss rate
Carrying amount at default
Less secured receivable
Expected credit loss

16,897
(3,493)
13,404
5,687

Less than 30
days

31-60 days

61-90 days

More than 121
days

SR'000

SR'000

SR'000

SR'000

SR'000

1.24%

3.28%

24.00%

43.97%

100%

4,797
4,797

3,489
(409)
3,080

3,084
(3,084)
-

-

5,527
5,527

101

-

-

5,527

59

Trade receivables are non-interest bearing and the Company’s credit period is 30-90 days after which trade receivables are
considered to be past due. Unimpaired trade receivables are unsecured and are expected, on the basis of past experience, to be fully
recoverable.
21

OTHER CURRENT ASSETS

Advances and other receivable from related parties (note 14)
Current portion of advances to an associate (note 14)
Value added tax (VAT) receivable, net
Other

22

2019
SR'000

2018
SR'000

106,371
16,413
7,069

145,708
35,135
71,755
12,526

129,853

265,124

SHORT TERM INVESTMENTS

Short term investments represent Murabaha commodity deposits with maturity over three months and less than a year upon
acquisition and are presented under current assets. These deposits are maintained with local and foreign commercial banks in Saudi
Riyals and US dollars and carry profit at commercial rates.
The table below provides details of amounts placed in various currencies:

SAR
USD

2019
SR'000

2018
SR'000

420,000

750,000
1,196,250

420,000

1,946,250
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CASH AND CASH EQUIVALENTS

Cash at banks
Time deposits

2019
SR'000

2018
SR'000

432,723
480,000

976,597
1,400,000

912,723

2,376,597

Time deposits are made for varying periods of between one day and three months, depending on the immediate cash requirements of
the Company, and earn interest at the respective short-term deposit rates.
The table below provides details of amounts of cash and cash equivalents placed in various currencies:

SAR
USD
24

2019
SR'000

2018
SR'000

491,832
420,891

1,522,767
853,830

912,723

2,376,597

SHARE CAPITAL

The authorised, issued and paid up share capital is SR 15,000 million, which is divided into 1,500 million shares (2018: 1,500
million shares) of SR 10 each.
25

OTHER COMPONENTS OF EQUITY

Other components of equity of SR 620.87 million represents contribution surplus for the fair value differential in respect of
subordinated loans from a shareholder (note 14).
26

TERM LOANS
Effective
Interest rate
(%)

Maturity/final payment

2019
SR'000

2018
SR'000

Public Investment Fund (PIF) (note 26.1)

LIBOR+0.50 31 December 2022

1,297,125

1,595,425

Islamic Facility Agreement (IFA) (note 26.2)
Commercial facility from various
commercial banks (note 26.3)

LIBOR+0.70 31 December 2022

1,991,263

2,351,027

LIBOR+0.70 31 December 2022

1,402,981

1,656,454

LIBOR+
various

1,884,590

2,292,546

2,410,683

2,410,700

418,120

565,238

Export Credit Agency (ECA) (note 26.4)
Islamic Working Capital Facility from a
commercial bank (note 26.5)

31 December 2022

LIBOR+0.70 28 May 2023

Saudi Industrial Development Fund (SIDF)
(note 26.6)
Commercial term loans obtained against
corporate guarantee of SABIC (note 26.7)
Murabaha long term loans (note 26.8)
Obligations under finance lease
Total
Total current
Total non-current

Follow up
cost

13 February 2025

Various

Various

Various

Various

-

9,103,014
-

8,561,454
-

9,206

17,966,216

19,983,610

1,496,725

1,522,473

16,469,491

18,461,137
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TERM LOANS (continued)

The movement of unamortised upfront fees during the year was as follows:

At the beginning of the year
Addition during the year
Amortised during the year
At the end of the year

2019
SR'000

2018
SR'000

84,643
67,500
(46,336)
105,807

111,705
(27,062)
84,643

The above loans are secured either by mortgage of the assets or bank and corporate guarantees. In accordance with the
loan agreement, SABIC will maintain 35% ownership in the Company during the repayment period of these borrowings.
26.1

Public Investment Fund

The loan agreement with PIF provided for a loan facility of US dollars 1,067 million (SR 4,001.2 million) to partially
finance the construction of the Company's production facilities. The loan bears financial charges on London Inter Bank
Offer Rate ("LIBOR") and an agreed margin. The loan is payable in twenty four semi-annual installments which
commenced in June 2011. The loan is denominated in US dollars.
26.2

Islamic Facility Agreement

During 2008, the Company entered into the IFA facility amounting to US dollars 1,030.1 million (SR 3,863.7 million)
pursuant to which the commercial banks will participate in the procurement of portion of the Company production
facilities on the basis of a co-ownership structure. As per the terms of the facility, upon completion of the construction
phase and certain other formalities, such co-owned assets will be leased to the Company at agreed annual rentals. A
special purpose vehicle, Saudi Kayan Assets Leasing Company Limited (the "Custodian"), has been incorporated in the
Kingdom of Saudi Arabia to hold Islamic financiers' interest in the co-owned assets on their behalf. Under the Forward
Lease Agreement and the other IFAs, the Company will purchase such co-owned assets from the Custodian upon
repayment of IFA facility. During 2014, the Company has achieved the completion requirement as required by the terms
of the facility and the arrangement to transfer the title of the co-owned assets has been initiated by the Company and
currently is in progress for completion of contractual formalities. Accordingly, as of 31 December 2019, the loan liability
has not yet been converted into lease obligation for an equivalent amount with a corresponding amount of leased assets.
The repayment of such facility will be made on semi-annual installments over a period of twelve years ending in
December 2022. The loan is denominated in US dollars.
26.3

Commercial Facility

The Company has obtained loan facilities amounting to US dollar 725.9 million (SR 2,722.3 million) from various
commercial banks. The aggregate maturities of these loans, based on their respective repayment schedules, are spread in
2011 through 2022. These loans bear financial charges based on LIBOR and an agreed margin. These loans are payable
in twenty four un-equal semiannual installments. These loans are mainly denominated in US dollars.
26.4

Export Credit Agency

The Company entered into four ECA backed facilities amounting to US dollars 1,938.1 million (SR 7,267.7 million). The
aggregate maturities of these loans, based on their respective repayment schedules, are spread in 2011 through 2022.
These loans bear financial charges based on LIBOR and an agreed margin. The loans are payable in twenty four un-equal
semi-annual installments. These loans are mainly denominated in US dollars.
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TERM LOANS (continued)

26.5

Islamic Working Capital Facility

The Company has entered into an Islamic Working Capital Facility arrangement for funding its working capital
requirements and signed a Credit Facility Agreement for a facility of US dollars 643.8 million (SR 2,414.4 million) with a
local commercial bank. The tenure of the loan is fifteen years from the date of signing of the agreement. The loan shall
be paid in full on 28 May 2023.
26.6

Saudi Industrial Development Fund

The loan agreements with SIDF provided for loans of SR 2,479 million to finance construction of the Company's
production facilities. Up-front and annual administrative fees are charged by SIDF under the loan agreements. The loans
are payable in 26 un-equal semiannual installments which commenced in December 2012.
SIDF loans are secured by mortgage of the assets of the Company. The covenants of the borrowing facility with SIDF
require the Company to maintain certain level of financial conditions, limiting the dividends distribution and annual
capital expenditure above certain limits.
26.7

Commercial loans against corporate guarantees of SABIC

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.
26.8

Murabaha long term loans

During the year, the Company has entered into Murabaha refinancing long term loan agreement with a local commercial
bank amounting to US dollars 2 billion (SR 7.5 billion) to settle a portion of the the Company's subordinated loans and to
finance working Capital requirements.The loan bears financial charges on LIBOR plus an agreed margin. 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. The
loan bears financial charges on SIBOR plus an agreed margin. This loan is payable on 30 December 2027.
26.9

The aggregate repayment schedule of term loans is as follows:

2019
2020
2021
2022
2023
2024
Thereafter

27

2019
SR'000
1,496,725
1,688,108
3,626,339
3,757,327
1,346,797
6,050,920

2018
SR'000
1,522,473
1,480,469
3,688,108
8,118,066
2,490,586
1,194,173
1,489,735

17,966,216

19,983,610

2019

2018

SR '000

SR'000

LEASE LIABILITY

Non-current
Current

345,161

-

43,088

-

388,249

-
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LEASE LIABILITY (continued)

Maturity analysis
Third Party
2019
Minimum
payments
SR '000

Present value
of payments
SR '000

63,347

42,300

Later than one year to five years

239,272

173,474

More than five years

197,060

163,997

499,679

379,771

Less than 1 year

Total minimum lease payments

499,679

Less amounts representing finance charges

119,908

Present value of minimum lease payments

379,771

379,771

Related Party
2019
Minimum
payments
SR '000

Present value
of payments
SR '000

Less than 1 year

1,438

788

Later than one year to five years

5,753

3,865

More than five years

4,315

3,825

11,506

8,478

Total minimum lease payments

11,506

Less amounts representing finance charges

3,028

Present value of minimum lease payments

8,478

8,478
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EMPLOYEE BENEFITS

Defined employees’ benefits obligation
Other employees’ benefits

2019
SR'000

2018
SR'000

649,295
24,233

485,793
18,312

673,528

504,105

In accordance with the provisions of IAS 19, management has carried out an exercise to assess the present value of its
defined benefit obligations at 31 December 2019 and 31 December 2018 in respect of employees' end-of-service benefits
payable under relevant local regulations and contractual arrangements. The main actuarial assumptions used to calculate
the defined unfunded benefit obligation are as follows:
2018
2019
Discount rate
Expected rate of salary increase
Executive
Non-Executive

3.10%

4.40%

4.50%
6.00%

4.50%
6.00%

The present values of the defined benefit obligations at 31 December were computed using the actuarial assumptions set
out above.
2019
SR'000

2018
SR'000

Present value of defined benefit obligation
Remeasurement loss (gain) on defined employees' benefit obligations

540,577
108,718

574,438
(88,645)

Balance as at 31 December

649,295

485,793

The break up of net benefit costs charged to statement of income and other comprehensive income is as follows:
2019
SR'000

2018
SR'000

Current service cost
Interest cost (note 11)

54,518
20,344

68,485
18,614

Net benefit expense

74,862

87,099

2019
SR'000

2018
SR'000

Defined benefit obligation at beginning of the year
Charged to statement of income and other comprehensive income
Remeasurement loss (gain) on defined employees' benefit obligations
Payments during the year
Adjustments/transfers during the year

485,793
74,862
108,718
(13,493)
(6,585)

533,809
87,099
(88,645)
(40,606)
(5,864)

Defined benefit obligation at end of the year

649,295

485,793

The following table represents the movement of the defined benefits obligations:
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EMPLOYEE BENEFITS (continued)

The following table represents the components of the defined benefits liability as at 31 December:
For the year ended 31 December 2019
End of Service
Benefit Plan

Continuous
Service Awards

Post-retirement
medical benefits

SR'000

SR'000

SR'000

At 1 January
Charge recognised in income statement
for the year:
-Current service cost
-Interest cost
Actuarial changes arising due to:
demographic assumptions
financial assumptions
experience assumptions
Payments during the year
Adjustments/transfers during the year

442,607

4,649

38,537

485,793

50,503
18,525

510
183

3,505
1,636

54,518
20,344

95,667
4,428
(11,345)
(6,072)

442
(721)
(253)
(32)

187
9,909
(1,194)
(1,895)
(481)

95,854
14,779
(1,915)
(13,493)
(6,585)

As at 31 December

594,313

4,778

50,204

649,295

(2,665)

Total
SR'000

For the year ended 31 December 2018
End of Service
Benefit Plan

Continuous
Service Awards

Post-retirement
medical benefits

Total

SR'000
498,596

SR'000
5,797

SR'000
29,416

SR'000
533,809

At 1 January
Charge recognised in income statement
for the year:
-Current service cost
-Interest cost
Actuarial changes arising due to:
demographic assumptions
financial assumptions
experience assumptions
Payments during the year
Adjustments/transfers during the year

54,545
17,428

622
158

13,318
1,028

68,485
18,614

(85,713)
461
(39,024)
(3,686)

(250)
7
(565)
(1,120)

643
(397)
(3,396)
(1,017)
(1,058)

643
(86,360)
(2,928)
(40,606)
(5,864)

As at 31 December

442,607

4,649

38,537

485,793

Sensitivity analysis
The table below illustrates the approximate impact on the defined benefit liability if the Company were to change one key
assumption, while the other actuarial assumptions remain unchanged. The sensitivity analysis is intended to illustrate the
inherent uncertainty in the valuation of the defined benefit liability under market conditions at the measurement date. Its
results cannot be extrapolated due to non-linear effects that changes in key actuarial assumptions may have on the total
defined benefit liability. The sensitivities only apply to the defined benefit liability and not to the net amounts recognised
in the statement of financial position.
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EMPLOYEE BENEFITS (continued)

Sensitivity analysis (continued)
31 December 2019
Postretirement
medical
benefits
SR'000

End of Service
Benefit Plan
SR'000

Continuous
Service Awards
SR'000

Increase
Discount rate (+25 bps)
Salary (+25 bps)
Inflation rate (Health care cost) (+25 bps)

563,251
603,847
583,390

4,689
4,780
4,780

48,338
50,202
52,250

Decrease
Discount rate (-25 bps)
Salary (-25 bps)
Inflation rate (Health care cost) (-25 bps)

604,479
563,738
583,390

4,873
4,780
4,780

52,171
50,202
48,255

Weighted average duration (in years)
Discount rate (+25 bps)
Discount rate (-25 bps)

13.80
14.50

7.60
7.90

14.80
15.70

31 December 2018
Postretirement
medical
benefits
SR'000

End of Service
Benefit Plan
SR'000

Continuous
Service Awards
SR'000

Increase
Discount rate (+25 bps)
Salary (+25 bps)
Inflation rate (Health care cost) (+25 bps)

414,876
444,337
429,302

4,577
4,650
4,650

37,214
38,534
40,008

Decrease
Discount rate (-25 bps)
Salary (-25 bps)
Inflation rate (Health care cost) (-25 bps)

444,404
414,866
429,302

4,726
4,650
4,650

39,927
38,534
37,133

13.40
14.10

6.30
6.50

13.70
14.50

Weighted average duration (in years)
Discount rate (+25 bps)
Discount rate (-25 bps)

Expected total benefits payments:
31 December
2019
End of service benefits
Continuous service award
Post-retirement
medical benefits

Less than a
year
SR'000

Between 1-2
years
SR'000

Between 2-5
years
SR'000

Over 5 years

Total

SR'000

SR'000

11,585
256

14,413
212

60,149
2,329

168,268
3,240

254,415
6,037

3,298

3,639

5,429

2,604

14,970

15,139

18,264

67,907

174,112

275,422
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EMPLOYEE BENEFITS (continued)

Expected total benefits payments (continued):
31 December
2018

Less than a
year
SR'000

Between 1-2
years
SR'000

Between 2-5
years
SR'000

Over 5 years

Total

SR'000

SR'000

8,807
966

12,611
261

51,267
1,304

148,213
3,643

220,898
6,174

2,698

2,894

6,960

1,631

14,183

12,471

15,766

59,531

153,487

241,255

2019
SR'000

2018
SR'000

316,226
147,722

417,154
171,672

463,948

588,826

2019
SR'000

2018
SR'000

657,578
19,899
20,684
37,884
26,328
20,610

691,631
146,284
45,216
62,654
27,707
23,546

782,983

997,038

2019
SR'000

2018
SR'000

100,006
(1,777)

182,606
(3,760)

98,229

178,846

End of service benefits
Continuous service award
Post-retirement
medical benefits

29

TRADE PAYABLES

Trade accounts payable due to third parties
Trade accounts payable due to related parties (note 14)
Terms and conditions of the above financial liabilities:
Trade payables are non-interest bearing and are normally settled on 30-60 day terms.
For terms and conditions with related parties, refer to note 14.
30

ACCRUALS AND OTHER CURRENT LIABILITIES

Accrued expenses
Interest payable
Retentions payable
Employees’ payable
Royalties payable
Other

31

ZAKAT PROVISION

The zakat charge consists of the following:

Charge for the year
Adjustments related to prior years
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ZAKAT PROVISION (continued)

Zakat base is calculated as follows:

Equity
Loans, opening provisions and other adjustments
Book value of long term assets

2019
SR'000
15,698,360
19,372,710
(30,739,779)
4,331,291

Zakatable income for the year
Zakat base

At the beginning of the year
Provided during the year
Paid during the year
At the end of the year

2018
SR'000
13,908,046
23,656,891
(32,305,936)
5,259,001

(451,556)
3,879,735

2,045,267
7,304,268

2019
SR'000

2018
SR'000

187,607
98,229
(185,830)

125,641
178,846
(116,880)

100,006

187,607

During 2017, the General Authority of Zakat and Tax ("GAZT") issued the assessments for the year 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 year
2016 to 2018 have not yet been raised by the GAZT.
32

EARNINGS PER SHARE

Basic (loss) earnings per share amounts are calculated by dividing net (loss) income for the year attributable to ordinary
equity holders of the Company by the weighted average number of ordinary shares during the period.
The following reflects the income and share data used in the basic and diluted earnings per share computations:
2019
SR'000
Operating profit for the year
Net (loss) income attributable to equity holders
Number of shares outstanding (in thousands)
Basic and diluted earnings per share from operating profit attributable to equity holders
of the Company
Basic and diluted (loss) earnings per share from net income attributable to equity
holders of the Company

379,001
(636,777)
1,500,000

2018
SR'000
2,660,582
1,702,248
1,500,000

0.25

1.77

(0.42)

1.13

There has been no item of dilution affecting the weighted average number of ordinary shares.
33 FAIR VALUE MEASUREMENT
The Company measures financial instruments at each statement of financial position date. Fair-value related disclosures
for financial instruments that are measured at fair value or where fair values are disclosed in this note.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either:
• In the principal market for the asset or liability or
• In the absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest. A fair value measurement of a non-financial asset takes into
account a market participant's ability to generate economic benefits from the asset's highest and best use or by selling it to
another market participant that would utilize the asset in its highest and best use.
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FAIR VALUE MEASUREMENT (continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within
the fair value hierarchy. This is described, as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:
Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.
Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable.
Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.
The management assessed that cash and short-term deposits, trade receivables, trade payables and other current liabilities
approximate their carrying amounts largely due to the short-term maturities of these instruments.
The following methods and assumptions were used to estimate the fair values:
Long-term fixed-rate and variable-rate receivables/borrowings are evaluated by the Company based on parameters such as
interest rates, specific country risk factors, individual creditworthiness of the customer and the risk characteristics of the
financed project. Based on this evaluation, allowances are taken into account for the expected losses of these receivables.
As at 31 December 2019, the carrying amounts of such receivables, net of allowances, were not materially different from
their calculated fair values.
Fair values of the Company’s interest-bearing borrowings and loans are determined by using DCF method using discount
rate that reflects the issuer’s borrowing rate as at the end of the reporting period. The own non-performance risk as at 31
December 2019 was assessed to be insignificant.
34

CONTINGENCIES AND COMMITMENTS

During the year, the Company issued Letter of Credits to the Intercreditor (MUFG Bank Ltd.) amounting to SAR 821.3
million (2018: SAR nil million) for the purpose of replacing the stand by cash balance in the Debit Service Reserve
Account.
The Company contingently liable for bank guarantees issued on behalf of the Company in the normal course of business
amounting to SR 22.95 million (2018: SR 17.8 million).
The capital expenditure contracted by the Company but not incurred till year end was approximately SR 374 million
(2018: SR 236 million).

35

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.
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.
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CONVENTIONAL AND NON-CONVENTIONAL FINANCING AND INVESTMENTS

The tables below outlines the breakdown of the Company’s financing and investments into conventional and nonconventional:
2018
2019
SR ‘000
SR'000
Short term investments
- Murabaha (including fixed term deposits)
1,946,250
420,000
420,000

1,946,250

2019
SR'000

2018
SR ‘000

Cash and cash equivalents
- Current Murabaha (including fixed term deposits)
- Current account
Non-conventional cash and cash equivalents

480,000
432,723
912,723

1,400,000
976,597
2,376,597

Total cash and cash equivalents

912,723

2,376,597

2019
SR'000

2018
SR ‘000

Term loans
- Conventional loans
- Conventional loans - (from a shareholder)
- Leases

4,584,696
388,249

5,544,425
2,735,380
9,206

Conventional long-term debt

4,972,945

8,289,011

- Murabaha
- SIDF
- Other non-conventional facilities

8,561,454
418,120
4,401,946

9,103,014
565,238
4,761,727

Non-conventional long-term debt

13,381,520

14,429,979

Total term loans

18,354,465

22,718,990

Non-conventional short term investments

37

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s principal financial liabilities comprise loans and borrowings and trade and other payables. The main
purpose of these financial liabilities is to finance the Company’s operations and to provide guarantees to support its
operations. The Company’s principal financial assets include trade and other receivables, short term investments and cash
and cash equivalents that derive directly from its operations. The Company’s management reviews and agrees policies for
managing each of these risks which are summarized below.
The Company is exposed to market risk, credit risk and liquidity risk. The Company’s senior management oversees the
management of these risks. The Company’s senior management regularly review the policies and procedures to ensure
that all the financial risks are identified, measured and managed in accordance with the Company’s policies and risk
objectives. The Company does not engage into any hedging activities. The Board of Directors reviews and agrees policies
for managing each of these risks, which are summarized below.
Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises interest rate risk and currency risk. Financial instruments affected by market risk
include loans.
Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Company’s exposure to the risk of changes in market interest rates relates primarily
to the Company’s long-term debt obligations with floating interest rates.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Interest rate risk (continued)
The Company manages its interest rate risk by having a balanced portfolio of fixed and variable rate loans and
borrowings. The following table demonstrates the sensitivity of statements of comprehensive income to reasonable
possible changes in interest rates, with all other variable held constant.

2019
Total SAR denominated floating rate loan
Total USD denominated floating rate loan

" Increase/
Decrease in
basis points "

Effect on
income
before zakat
SR '000

+50
+50

9,705
80,661
90,366

Total SAR denominated floating rate loan
Total USD denominated floating rate loan

-50
-50

(9,705)
(80,661)
(90,366)

2018
Total SAR denominated floating rate loan
Total USD denominated floating rate loan

+50
+50

40,492
74,179
114,671

Total SAR denominated floating rate loan
Total USD denominated floating rate loan

-50
-50

(40,492)
(74,179)
(114,672)

Currency risk
The Company is exposed to currency risk on sales, purchases and borrowings that are denominated in a currency other
than the respective functional currencies of Company entities, primarily the Euro (EUR), but also US Dollars (USD). The
currencies in which these transactions are primarily denominated are EUR, USD, British Pounds, Swiss Franc and
Japanese Yen.
The Company operates internationally and is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the fluctuations of the USD towards the EUR. Foreign currency risk mainly arises from
commercial transactions. The Company’s policy requires to conduct a regular review of currency exposures.
Interest on borrowings is denominated in the currency of the borrowing.
In respect of other monetary assets and liabilities denominated in foreign currencies, the Company ensures that its net
exposure is kept to an acceptable level by buying or selling foreign currencies at spot rates when necessary to address
short-term imbalances.
The following table demonstrates the sensitivity of the Company to a reasonably possible change in the Saudi Riyals EUR exchange rate, with all other variables held constant, of the Company’s monetary assets and liabilities:
Gain (loss) through statement of
income and other comprehensive
income for the year ended
December 31
EURO
+/-10%
SR‘000

2019
2018

1,132
1,136
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Currency risk (continued)
Exposure to foreign currency risk at the end of the reporting year, expressed in SAR ‘000, was as follows:
31 December 2019
GBP
JPY
SR'000
SR'000

USD
SR'000

EUR
SR'000

Cash and cash equivalents
Short term investments
Trade receivables
Advances and otherreceivables from related parties
Non-current portion of advances to an associate
VAT receivable, net
Other financial assets
Term loan
Lease liability
Trade Payables
Other financial liabilities

420,891
420,000
2,453,562
601
(16,062,634)
(314,506)
(54,480)

(11,319)
-

(109)
-

Total net monetary exposure

(13,136,566)

(11,319)

(109)

CHF
SR'000

SAR
SR'000

Total
SR'000

(834)
-

(537)
-

491,832
56,644
106,371
35,135
16,413
2,269
(1,903,582)
(388,249)
(136,643)
(58,544)

912,723
420,000
2,510,206
106,371
35,135
16,413
2,870
(17,966,216)
(388,249)
(463,948)
(113,024)

(834)

(537)

(1,778,354)

(14,927,719)
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Currency risk (continued)
31 December 2018
GBP
JPY
SR'000
SR'000

USD
SR'000

EUR
SR'000

Cash and cash equivalents
Short term investments
Trade receivables
Advances and other receivable from related parties
Current portion of advances to an associate
VAT receivable, net
Other financial assets
Term loan
Subordinated loan from a shareholder
Trade Payables
Other financial liabilities

853,830
1,196,250
2,792,892
(14,797,879)
(462,015)
(53,016)

(11,366)
-

(166)
-

Total net monetary exposure

(10,469,938)

(11,366)

(166)

SAR
SR'000

Total
SR'000

(2,055)
-

1,522,767
750,000
29,478
145,708
35,135
71,755
8,609
(5,185,731)
(2,735,380)
(113,224)
(220,644)

2,376,597
1,946,250
2,822,370
145,708
35,135
71,755
8,609
(19,983,610)
(2,735,380)
(588,826)
(273,660)

(2,055)

(5,691,527)

(16,175,052)

Credit risk
Credit risk is the risk that one party will fail to discharge an obligation and will cause the other party to incur a financial loss. The Company is not significantly exposed to credit risk.
Cash and cash equivalents are generally placed with banks with sound credit ratings and, in general, most of the Company’s sales are made to SABIC, which is a shareholder and has
strong market reputation.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Credit risk (continued)
31 December 2019

A

A-

BBB+

Other

SR ‘000

SR ‘000

SR ‘000

SR ‘000

Carrying
value in the
statement of
financial
position
SR ‘000

-

-

13,280

912,723
420,000
2,515,950

-

-

-

106,371

106,371

-

-

-

35,135
16,413
2,870

35,135
16,413
2,870

-

-

174,069

4,009,462

External Rating

Cash and cash equivalents
Short term investments
Trade receivables
Advances and other receivable
from related parties
Non-current portion of
advances to an associate
VAT receivable, net
Other financial assets

912,723
420,000
2,502,670

Total

3,835,393

31 December 2018

External Rating

Cash and cash equivalents
Short term investments
Trade receivables
Advances and other receivable
from related parties
Current portion of
advances to an associate
VAT receivable, net
Other financial assets
Total

A

A-

BBB+

SR ‘000

SR ‘000

SR ‘000

1,023,661
1,571,250
-

375,000
2,811,160
-

1,352,936
-

-

-

-

2,594,911

3,186,160

1,352,936

Carrying value
in the
Other
statement of
financial
position
SR ‘000
SR ‘000
16,897

2,376,597
1,946,250
2,828,057

145,708

145,708

35,135
71,755
8,609
278,104

35,135
71,755
8,609
7,412,111

Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments associated with
financial instruments. The Company manages its liquidity risk by ensuring that sufficient cash flows are available. The
Company's sales invoices are usually settled within 30 to 90 days of the date of the invoices. Payables are normally settled
within 30 to 60 days of the date of the invoices.
The table below summarizes the maturities of the Company’s undiscounted financial liabilities at 31 December 2019 and
31 December 2018,based on contractual payment dates and current market interest rates.
Within
1 year
SR ‘000
Trade payable
Other financial liabilities
Term loans

31 December 2019
1 to 5 years
> 5 years
SR ‘000

SR ‘000

Total
SR ‘000

463,948
113,024
1,496,725

10,460,412

6,116,000

463,948
113,024
18,073,137

2,073,697

10,460,412

6,116,000

18,650,109
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)
Within
1 year
SR ‘000
Trade payable
Other financial liabilities
Term loans
Subordinated loans from a shareholder

31 December 2018
1 to 5 years
> 5 years
SR ‘000

588,826
273,660
1,531,713
-

15,827,123
1,337,500

2394199
2,394,199

17164623
17,164,623

SR ‘000
2,700,451
1,537,500
4237951
4,237,951

Total
SR ‘000
588,826
273,660
20,059,287
2,875,000
23,796,773

Excessive risk concentration
Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the same
geographical region, or have economic features that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic, political or other conditions. Concentrations indicate the relative sensitivity of
the Company’s performance to developments affecting a particular industry.
Capital management
For the purpose of the Company’s capital management, capital includes share capital and all other equity reserves
attributable to the shareholders of the Company. The primary objective of the Company’s capital management is to
maximize the shareholder value.
The Company manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants. To maintain or adjust the capital structure, the Company may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares. The Company monitors capital using a
gearing ratio, which is net debt divided by total capital plus net debt.
2019
SR'000

2018
SR ‘000

Total liabilities
Less: cash and cash equivalents

20,374,930
(912,723)

24,996,566
(2,376,597)

Net debt

19,462,207

22,619,969

Equity
Less: amount directly accumulated in equity relating to fair value adjustments

14,952,865
(620,874)

15,698,360
(620,874)

Adjusted equity

14,331,991

15,077,486

Capital and Net debt

33,794,198

37,697,455

Gearing ratio
38

58%

60%

SUBSEQUENT EVENTS

In the opinion of management, there have been no significant subsequent events since the year ended 31 December 2019
that would have a material impact on the financial position of the Company as reflected in these financial statements.
39

BOARD OF DIRECTORS APPROVAL

These financial statements were approved by the Board of directors on 20 February 2020 (corresponding to 26 Jumada II
1441H).
40

COMPARATIVE FIGURES

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