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Independent auditor’s report to the shareholders of Sahara
International Petrochemical Company

Report on the audit of the consolidated financial statements

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Sahara International Petrochemical Company (the “Company”) and
its subsidiaries (together the “Group”) as at 31 December 2022, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards, that are endorsed in the Kingdom of Saudi Arabia, and other
standards and pronouncements issued by the Saudi Organization for Chartered and Professional
Accountants (SOCPA).

What we have audited
The Group’s consolidated financial statements comprise:

the consolidated statement of profit or loss for the year ended 31 December 2022;

the consolidated statement of comprehensive income for the year then ended;

the consolidated statement of financial position as at 31 December 2022;

the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include significant accounting policies
and other explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing, that are endorsed in
the Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Independence

We are independent of the Group in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards), endorsed in the Kingdom of Saudi
Arabia (the “Code”), that is relevant to our audit of the consolidated financial statements and we have
fulfilled our other ethical responsibilities in accordance with the Code’s requirements.

Our audit approach
Overview

Key audit matters Control reassessment of the Group’s interest in Gulf Advanced
Cable Insulation Company (“GACI”)

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated financial statements. In particular, we considered where
management made subjective judgements; for example, in respect of significant accounting estimates
that involved making assumptions and considering future events that are inherently uncertain. As in
all of our audits, we also addressed the risk of management override of internal controls, including
among other matters consideration of whether there was evidence of bias that represented a risk of
material misstatement due to fraud. We tailored the scope of our audit in order to perform sufficient
work to enable us to provide an opinion on the consolidated financial statements as a whole, taking
into account the structure of the Group, the accounting processes and controls, and the industry in
which the Group operates.

PricewaterhouseCoopers, License No. 25,
Al Hugayet Tower, P.O. Box 467, Dhahran Airport 31932, Kingdom of Saudi Arabia
T: +966 (13) 849-6311, F: +966 (13) 849-6281, www.pwc.com/middle-east
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Independent auditor’s report to the shareholders of Sahara
International Petrochemical Company (continued)

Our audit approach (continued)

Overview (continued)

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current period. These matters were addressed
in the context of our audit of the consolidated financial statements as a whole, and in forming our

opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter

Control reassessment of the Group’s interest in
Gulf Advanced Cable Insulation Company
(“GACI)

During the year ended 31 December 2022, the
Group reassessed the contractual arrangements
between the Group and the other shareholder
of GACI and its basis of conclusion regarding
control over GACI.

As a result of this reassessment, the Group
concluded that it exercises joint control
according to the requirements of IFRS 10
‘Consolidated Financial Statements’ (“IFRS
10”) and IFRS 11 ‘Joint Arrangements’ (“IFRS
117). Accordingly, since the Group consolidated
GACI until 31 December 2021, the Group
changed its accounting of GACI from
consolidation to the equity method.

The impact of the reassessment was applied
retrospectively in accordance with the
requirements of IAS 8 ‘Accounting Policies,
Changes in Accounting Estimates and Errors’
(“IAS 8”) in the consolidated financial
statements of the Group.

We considered this to be a key audit matter as
the reassessment resulted in a change in the
previous basis of conclusion and given the
nature and complexity of the matter, including
the significance of the impact on the
presentation of the consolidated financial
statements of the Group for the year ended 31
December 2022.

Refer to Notes 2.3 and 2.4 to the consolidated
financial statements for the accounting policy
relating to the basis of consolidation and equity
method of accounting and Note 38 for the
disclosures relating to the impact of the
restatement to the comparative figures.

How our audit addressed the Key audit
matter

Our audit procedures included the
following:

e Reviewed the contractual arrangements
between the Group and the other
shareholder and evaluated, with the
assistance of our internal accounting
experts, that the Group’s control
reassessment over GACI is in
accordance with the requirements of
IFRS 10, IFRS 11 and the Group’s
accounting policies;

e Obtained the deconsolidation schedules
prepared by the Group and audited the
completeness and accuracy of the
deconsolidation adjustments;

e Ensured that the accounting of the
investment as a joint venture has been
appropriately applied retrospectively in
accordance with the requirements of
IFRS 11; and

o Assessed the adequacy of the disclosures
in the consolidated financial statements
with respect to the change in accounting
treatment in accordance with the
requirements of IAS 8 and IFRS 12
‘Disclosure of Interests in Other
Entities’.
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Independent auditor’s report to the shareholders of Sahara
International Petrochemical Company (continued)

Other information

Management is responsible for the other information. The other information comprises information
included in the Group’s 2022 annual report but does not include the consolidated financial statements
and our auditor’s report thereon, which is expected to be made available to us after the date of this
auditor’s report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

When we read the Group’s 2022 annual report, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance.

Responsibilities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards, that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued by SOCPA, and the
applicable requirements of the Regulations for Companies and the Company’s By-laws, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance, i.e. the Board of Directors, are responsible for overseeing the Group’s
financial reporting process.
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Independent auditor’s report to the shareholders of Sahara
International Petrochemical Company (continued)

Auditor’s responsibilities for the audit of the consolidated financial statements

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

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

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

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

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

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

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

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.
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Independent auditor’s report to the shareholders of Sahara
International Petrochemical Company (continued)

Auditor’s responsibilities for the audit of the consolidated financial statements
(continued)

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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

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

A Seudl Jolnt Stock C

Consolidated stalemant of Anancin position

As al 31 Decambar 2022

[Exprossed In Saud| Riyals In thousands unloss otherwise siated

HAssels

Hon-current assals

Proparly, plant and equipmant
Right-of-ise assals

Intangible asaats

Goodwdll

Invasimants In sgquily accounted investeas
Long barm invesiments

Digfarrad tax AsseEls

Long tarm prapeld employess’ banoafils
Oiher non-curranti assets

Talal non-current assaks

Cument assais

Invaniorias

Trata racalvables

Prépaymanis and ather cumant assels
Shart larm Invastmanis

Casah and cash equivalants

Total currant axsets

Total asseis

Equity and llabllities
Shara capltal

Shara premium
Treasury sharas
Btatubary resane
Oithar resones
Relaned samings

Equity atirlbutabls to the aguity holdars of

Company
MNan-caniraling intarests
Tatal aguity

Liablbliles

Mon-current Habllities
Lang larm borrowings
Contraciusd ligbiilles

Legsa [Iebhilfles

Employees' banafits
Dhafmrrad tax llabilites
Deoormemisaianing fabllily
Oitkvar ner-ourrend Fabilifes
Total non-currant Habillties

31 Docember
31 Decembar 2029

Notes 2072 {reststad- nota 38)
B 14, B, ik 12,162 535
T4 104,635 116,959
B 553,087 ang, 148
13 a0 483 830 4683
8 3,060,481 3,990,504
1] 140,928 251,898
11 4932 2,477
12 832,082 0836
" 30,538 47,584
18,062,071 18,548 413
16 1,398,550 1,140 843
16 1,172 3TH 1,882 415
17 246,353 227 072
20 160,018 20,223
18 2456936 2 666, 104
5,423,235 5,016,857
23,475,306 24 455,070
19 7,333,333 733335
4,069,262 4,169,261

19 (92,261) (87 546)
19 1,871,650 16812141

18 (355,887} (475,628}
2,891,168 2,013,981
15,807 263 14 685,148
5 925 560 1,138,820
18,738,823 15,722,078
20 3,044,133 4729472
21 42,788 170,894
T2 135,169 153,868
X BAT,IT 573 664
i1 55,819 58417
i 130,842 132,224
8,558 8558
. 4,017,603 5,615,984



Sahara International Patrochemical Company

A Saudl Jolnt Stock Company

Cansoiidated statamant of financial poatfion (continued)
As at 31 December 2022

Expresaed In Saudl Riyals In thausands unlass othanvise Elstad

31 Decamber
11 Dacembar 20

Moles 2022 {restatod- noe 38)
Gurrant Nabilitles
Cusrant porilon of lang berm Bomowings 20 284 385 5E2 620
Sharl lerm borrowings 20 - T0,000
Current porion of coniractual iabiitios 21 136,230 B,BBE
Currant partian of lease labilliles 7.2 3,6Th 10,730
Trade payablas 261,003 312,325
Aecrusd axpanses and oiher cumant liabllites 4 1,052 463 38,845
Provision for pracious metals 24.1 505,058 440,763
Zakal and Incoma tex payabla 26 444,053 BEZ 230
Total currant labiliibas 2,720,880 2,827,020
Total Habililes 6,738,483 B 742982
Total equity and llablitles 23 475 306 24 465,070

The sccompanying notes 1 through 38 form &n Integral part of these consolidated financial statements.

The consolidated finencial eistements wara authorized for lausnce by the Board of Oiectors of the
Company on 27 February 2023 (corresponding to 7 Shaban 1444) and have been signed on thelir bahetl
by:
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Khalld Abduliah Al- Zamil Abdullah Salf Al-Saadeon
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Sahara Internatisnsl Patrochemical Company

A Saud| Joint Stock Company
Conaclidated statement of profit or loas
For the year endad 31 Decembar 2022

Expreazad In Saud] Riyals in thousands unlass otherwine stabed

Revanta

Cost of revanies

Gross profit

Seling and disbibulian expanses
Ganaral and administralive expences
Impatment of non-fnanclal assots
Operailing profit

Share of profit from equity acoounted iMvesions
Finenos [noome

Finarca cosl

Qthar (sxpenses) [ income, net
Profit bafore zakal and incoma tax
Zakal

Income tEx

Profit for the year

Profit altributable to:

Equity hokdars of the company
Man-controfing Interasts
Proflt for the year

Eamnings por share (Saudi Rlyals):
Baslc sarnings per shara

DOituted sarninga par shara

31 Decembar
3 2021

Motas 2022 {reslaled- note 38)
26 10,253,828 9,BRE B
T ([544,083) (4,344, 330}
4,038, 675 5,242 355
8 (29:5,968) (220,874)
29 (495,608) i651 ,050)
] . {(160,000)
4,046,980 430140
] 364,800 478,758
54,277 29 632
30 (244,918) {314.931)
M (33878} (384200
4,184,971 4 457 458
25 {145,530) (348,221)
25 {B5,5686) (B9,841)
3,953,075 4,008,357
3,599,201 3,591,044
36T, 704 416,653
3,853,075 4,008,387
a2 4.96 4.84
a2 490 490

The sccampanying notes 1 through 38 form an integral part of these consalidated financial statamonts.
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Khalld Abdullah Al- Zamll
Chalrman of the Baard

Abduliah Saif Al-Sssdoon
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Sahara Internalional Patrochamical Company

A Baudi Joint Btock Company
Conaoldated staiamant of comprahensive Incoma

For tha year ended 31 Docembar 2022

Exprassed in Saud| Riyals In thousands unless otherwisa statad

31 Dacomiber
¥ Decambar 2021
Holes 2022  (reststed- nots 38)

Profit for the year 3,083,075 4,008,387

Othar comprahensive (loss) / Incoma
Hems fthad will b reclzssiTed fo profil or foss fn

subsequant parfods:
Exchange difference on iranslation of ferelgn operations [2.478) (387)
Changes in falr valus of derfvative financial Instrumants
designatad as hadges - 6,080
(2,476} 6,493
ftams (had will not be recfassiied fo proflt or foss In
subsoguent parioda;
Re-rmassurement gains on defimed banefi plans 22 42,408 &2 A8
Bivwna of re-measwrament (losg) galng on cafined bansdil
plans from aguity accounted Imeastaos 22 [Ba5) 3,274
Changes In fair value of financial assats at fair valus
thraugh othar comprahansive incoms 0.4 217} 355
41,254 46,127
Tolal athar comprhansive Incoma for the yaar 38,778 B2 B20
Total comprahensive incoma for the yesr 3,991,853 4,081,017
Total comprehensive Incoma atbrbutable to:
Exquity holdars of the Company 3,834,008 3,643,748
Mon-conlralling interasis B ase.017 417,269
Total comprahanstve incoma for the year 3 801,853 4 oE1 017

The accompanying notas 1 throwgh 38 form an intsgral part of thass consalldeted financial statements.

Khalld Abdulian Al-Zamil  Abduliah Saif Al-Sasdoon
Chalrman of the Boand Chiaf Evacutive Ofices

It Al-Douilaljan
Frasident, Finance
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Sahara Intermationzl Petrechemical Company

A Baudi Joint Stock Company
Consclidated statement of changes in equity

For the year ended 31 December 2022

Expressed in Saudl Riyvals In thousands unless otherwise staled

Attributable te the eguity holders of Company
Other Man-
Shara Sham Treasury Statutory resernves Retalned cortroliing
eapital premium ___ shares meserve  (note 15) BArmingS Tokal ___ inlerest

As st 1 January 2022 1,892 124

Profit for th - - - - - 358520 3 58891 357,784 3,853,075
Other mp:-::umm | - = - - 35,645 - 39,845 [BET) Lm.ll
Total comprehensive income - - 3 - 39,645 3585201 3634938 356917 1991853
Purchass ~aantralll

Intarest o o - - - - 78,234 . 78,234 (171,825 {93,391)
Repurchase of treasury shares - (110.029) (24312) - > - [134,341) - (134,341)
Met change in ather reseryes - 1,862 1,862

Transfer to statutory resemne

As at 31 December 20E2

11




Bahara International Peirochemical Company
ASaudl Joint Stock Company

Consolidated ststemant of changes In equity (confinued)

For thi year ended 31 Decamber 2022
Expressed in Saudi Riyals in thousands unless otherwise stated

Afiributabie 1o the equity holders of Company (restated — nobe 38)
Other Mon-

Share Share Treasury Sitaltory meserves Retsined eoninoiling

Capital  premium __ shares  reserve  [(note 1) eamings Total injgrest Tolal
As at 1 January 2021 (restated - nobe 38) 7,333,333 4474780 (50,060 ] 1,252.935 (111,885) 397.527 12586676 56,763 13843439
Profit for B year (restated - note 38) = . - 3581844 35815844 416,553 4,008,387
Dither incame
[restaicd - nobe 3B) - . - - 51,004 - 51,904 716 620
Toatsl comprehensie inoome = - - - B804 3501844 3B43THE 497 260 #,069.017
Transier bo retained eamings - = - -  [18,818) 16018 - - =
Purchase of non-contralling interest . - - - {392 38E) - (382,338) 185,876 {226,412
Repurchase of treasury shares - (B4E0)  (7.859) - . - [13,428) - (13.428)
Mot changa in oiver resenes - - - - {3,344 - :3.344] . [3.3-“]
Tranafer o statulony resene - = - 358,185 = (383,185}
Dévidands - - - - - [1.836,115) (1.636.11 :| ;mgm (1,930 194
Ag at 31 Desembear 20241
{rastated - note 38) T 4,169,201 S48) 1812121 (475.62 013081 14, 1136529 15T22078
The aceo ing roles 1 through 38 form an integral part of these consolidated financial statemants

\ 7 = 'I:_i.;-—
- S H_;’T:l't ~ 2 _I|I'I
“Khalid Abdullah Al- Zamll Abduliah Salf Al-Saadoon Khalid Al-Dulaljan
Chalrman of tha Beard Chief Executive Officar Vice President, Finance



Sahara Interpational Patrochsmlcsl Company

A Smudl Jolnt Stock Company

Gonsolidated statamant of cash flows

For the year ended 31 Decamber 20332

Expreased In Saudi Riyals In thousands unless otherwise alaled

3 Dacambar
31 Decembar 02

Notes 2022 (restabed- note 38)
Cash flow from oparating activities
Prafit bafore zekat and Income tex for the yaar 4184471 4 45T 459
Mon-gash adjusimants to reconclle profif before zakat and
Imzarme tax to nel cash fows:
Degpreciation 8.7 807210 780,548
Impairment loss on non-financlal assets . 180,000
Amariizalion of intangible assats 8,12 122178 227870
Amoariization of contractual linbiies (9,886) (14,748)
Sharo of profit from equity aocountsd Invastens ] (364,800) [475,758)
Provisian far amployass’ benadils 22 65,895 73,568
Provisian for expecied crodil loes = 36,667
Pravisian for precious matels 24.1 64,775 205,774
Losai{gein) on disposal of proparty, plant and equipmant 2804 (10,568)
Proparty, plant and equipmant - wiitien off 26,820 -
Fair value loss on mvesiments 3,754 -
Mat foreign exchange dffarance T (1,308)
Finance income (51,277) [28,632)
Flanea cosk 244 916 314,831

8,090,877 5,720,208

Changes in:
Trada recalvables 600,037 (B0E, 264)
Inwentaries (257, 707) (233,318)
Prapayments and other curmant assols {13,183) {36,107
Trade payables, accrued expenses and other currant
limbllitias 72,230 J16,T64
Lang temn prapali amployees’ baneflts 12 68,356 152,443
Cash Nows from operations 5,051,638 512,744
Employess’ bensfits paki [25,748) {133,642)
Znkat and incoma tax paid 25 (306,608  (07,067)
Mot cash gonarated from operating activitles 5,318,284 4,801,235
Gash flow from inveating activifles
Additions to propary, plant and equipment 6 {584,714} (354,880)
Additiors ta intenglblas ] (446,872} (2848,741)
Sals Proveeds from disposal of progirty, ptant and
aguipment i35 18,500
Placemants In ehart tesm Invealments {1, 358,000) (1,032,845)
Radwmption of shart term investmants 1,229,000 1,325,549
heaiurily of long tarm investments 56,004 17,145
Finance Incomo recived A5,841 20,284
Dévidend receivad from an Bss0Civla ] 88,730 83,410
invastmant in & joint vaniura 28000 .
Mot cash usad In Imvesiing activilios _ (RB2ATH)  (240,182)
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Sahara International Pairochamlaal Company

A Saudl Joint Stock Company

Caonsolldated statamant of cash flows (continued)

For the year ended 31 Decembar 2022

{All amounts In Saudl Riyals In thousands unless otherwlse statod)

Cash Mow from financing activitles
Praceads from long term barrowings
Repayment of long term harrowings
Precasds from shart larm borowings
Purchiae of treasury shares

Divitends paid to sharshaldens

Dividends paid to non-coniroling shareholdars
Finence cost paid

Paymant af laags lablites

Purchasa of addifional shares in subsidiares
Mt cash used In financing activities

Het change In cash and cash equivalends
Cash and cash sguivalants al 1 January
Effact of axchanga rate fiuciuaons

Cash and cash squivalents ot 31 Dacembar

31 December
31 Decamber 20@

Notes 2022 {restated- nobe 30)

202,000 1,769,148
(2,24540%) (3,900,557)

- 70,000
(134,381) (13.428)
{2,358,577) (1.536,115)
(292,681) (303,078)

(227,924) (225,430)
74 9,500} (8,826)
(87,881) (228,412}

| 5,264, 287) (4,472,738}

(207,376) 188,314

2,865,104 2 408 AT1

_ [a,meq) aig

2,433,935 2/668,104

Tha sacompanying notes 1 through 38 form an Integral part of these consolidated financial atatements.

Khalid Abdullah Al- Zamil
Chalrman of the Board
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Sahara International Petrochemical Company

A Saudi Joint Stock Company

Notes to the consolidated financial statements

For the year ended 31 December 2022

(All amounts in Saudi Riyals in thousands unless otherwise stated)

1. General Information

Sahara International Petrochemical Company (“Sipchem” or “the Company”), is a Saudi Joint Stock
Company registered in the Kingdom of Saudi Arabia (“KSA”) under commercial registration number
2051023922 dated 30 Shawwal 1420H, corresponding to 6 February 2000G. The Company's registered
head office is in Al-Khobar, with a branch in the city of Riyadh having commercial registration number
1010156910 dated 14 Ramadan 1420H, corresponding to 22 December 1999G, and another branch in
Jubail Industrial City having commercial registration number 2055007570 dated 4 Jumada Al-Awal,

1427H, corresponding to 1 June 2006G.

The Company's principal place of business is in Al Jubail, Kingdom of Saudi Arabia.

The principal activities of the Company are to own, establish, operate and manage industrial projects
especially those related to chemical and petrochemical industries. The Company had the following

subsidiaries (the Company and its subsidiaries hereinafter collectively referred to as “the Group”):

Country
of
Note incorporation
and principal

Effective ownership
percentage at 31

place of December

Subsidiaries business

2022 2021
Sahara Petrochemicals Company ("Sahara") 11 Saudi Arabia 100% 100%
International Methanol Company ("IMC") 1.2 Saudi Arabia 65% 65%
International Diol Company ("IDC") 1.3 Saudi Arabia 100% 100%
International Acetyl Company ("IAC") 1.4 Saudi Arabia 100% 97%
International Vinyl Acetate Company (“IVC”) 15 Saudi Arabia 100% 97%
International Gases Company (" IGC") 1.6 Saudi Arabia 100% 97%
Sipchem Marketing Company ("SMC”) 1.7 Saudi Arabia 100% 100%
Sahara Marketing Company ("SaMC”) 1.7 Saudi Arabia 100% 100%
Sipchem Europe Cooperative U.A 1.7 Netherlands 100% 100%
Sipchem Europe B.V. 1.7 Netherlands 100% 100%
Sipchem Europe SA 1.7 Switzerland 100% 100%
Sipchem Asia PTE Ltd. 1.7 Singapore 100% 100%
International Utility Company ("1UC") 1.8 Saudi Arabia 93% 91.2%
International Polymers Company ("IPC") 1.9 Saudi Arabia 75% 75%
Sipchem Chemical Company ("SCC") 1.10 Saudi Arabia 100% 100%
Saudi Specialized Products Company (“SSPC”) 1.11 Saudi Arabia 100% 100%
Saudi Advanced Technologies Company (“SAT”) 1.12 Saudi Arabia 100% 100%
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1. General Information (continued)

1.1. The principal activity of Sahara is investing in industrial projects, especially in the
petrochemicals and chemical fields and to own and execute projects necessary to supply raw materials
and utilities.

1.2. The principal activity of IMC is the manufacturing and sale of methanol. IMC commenced its
commercial operations in 2004.

1.3. The principal activity of IDC is the manufacturing and sale of maleic anhydride, butanediol and
tetra hydro furan. IDC commenced its commercial operations in 2006.

1.4. The principal activity of IAC is the manufacturing and sale of acetic acid. IAC commenced its
commercial operations in 2006. During 2021, Sipchem purchased additional shares in IAC from the
minority shareholder to increase its shareholding to 97% for a cash consideration of SR 129 million,
resulting in a difference between the consideration and the carrying amount of SR 2.3 million which has
been included in other reserves under statement of changes in equity being a transaction between
shareholders in their capacity as shareholders. During 2022, Sipchem acquired the remaining shares
from the minority shareholder to increase its ownership to 100% for a cash consideration of SR 48.8
million, resulting in a difference between the consideration and the carrying amount of SR 14.5 million
which has been included in other reserves under statement of changes in equity being a transaction
between shareholders in their capacity as shareholders.

15. The principal activity of IVC is manufacturing and sale of vinyl acetate monomer. IVC
commenced its commercial operations in 2010. During 2021, Sipchem purchased additional shares in
IVC from the minority shareholder to increase its shareholding to 97% for a cash consideration of
SR 96 million, resulting in a difference between the consideration and the carrying amount of
SR 4.3 million which has been included in other reserves under statement of changes in equity being a
transaction between shareholders in their capacity as shareholders. During 2022, Sipchem acquired the
remaining shares from the minority shareholder to increase its ownership to 100% for a cash
consideration of SR 36.4 million, resulting in a difference between the consideration and the carrying
amount of SR 46.5 million which has been included in other reserves under statement of changes in
equity being a transaction between shareholders in their capacity as shareholders.

1.6. The principal activity of IGC is the manufacturing and sale of carbon monoxide. IGC commenced
its commercial operations in June 2010. During 2022, Sipchem purchased additional shares in IGC from
the minority shareholder to increase its shareholding to 100% for a cash consideration of SR 12.8 million,
resulting in a difference between the consideration and the carrying amount of SR 17.2 million which
has been included in other reserves under statement of changes in equity being a transaction between
shareholders in their capacity as shareholders.

1.7. The principal activities of SMC, Sipchem Europe Cooperative U.A and its 100% owned
subsidiaries including Sipchem Europe B.V. and Sipchem Europe SA , Sipchem Asia Pte Limited and
SaMC are to provide marketing and distribution services for the products manufactured by the Group
and other petrochemical products.

1.8. The principal activity of IUC is to manage provision of industrial utility services to the Group
companies.

1.9. The principal activity of IPC is to manufacture and sell low-density polyethylene (LDPE),

polyvinyl acetate (PVAC) and polyvinyl alcohol (PVA). IPC commenced its commercial operations in
2015.
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1. General Information (continued)

1.10. The principal activity of SCC is the manufacture and sale of ethyl acetate, butyl acetate and
Polybutylene Terephthalate (PBT). The ethyl acetate plant commenced its commercial operations in
2013 while PBT commenced its commercial operations in 2018.

1.11. The principal activity of SSPC is the manufacture and sale of metal moulds and related services
as well as production of Ethylene-Vinyl Acetate (EVA) films. Tool manufacturing facility commenced
commercial operations in 2016 and the EVA film plant commenced commercial operations in 2019.

1.12. The principal activity of SAT is the manufacturing of metal equipment and spare parts. The Tool
Manufacturing Factory (“TMF”) plant started commercial operations in 2016 and was transferred from
SSPC to SAT in 2020.

1.13. Joint operation

The Company, through its subsidiary Sahara, holds 75% equity interest in Al-Waha Petrochemicals
Company (“Al-Waha”), a Joint operation which is primarily involved in manufacturing of Polypropylene.
Al-Waha commenced its commercial operations in 2011.

1.14. Equity accounted investees

The Group also holds equity interests in following joint ventures and associates which are primarily
involved in manufacturing of petrochemical and other industrial products:

Effective ownership percentage
at 31 December

2022 2021
Joint ventures
Sahara and Ma’aden Petrochemicals Company (“SAMAPCQO”) 50% 50%
fﬂ deanced Cable Insulation Company (“GACI”) (note 50% 50%
Linde Sipchem Industrial Gases Company (“LSIG”) 50% -
Associates
Tasnee and Sahara Olefins Company ("TSOC") 32.55% 32.55%
Saudi Acrylic Acid Company ("SAAC") 43.16% 43.16%
Khair Inorganic Chemicals Industries Company (“Inochem”) 30% 30%

1.14.1. The Company holds 50% shareholding in GACI. During 2022, the Company re-assessed it's
position in relation to control over GACI and concluded that GACI meets the definition of a joint venture
and accordingly should be equity accounted. GACI was being consolidated in 2021 and previous years.
Based on the re-assessment, 2021 balances have been re-stated to consider the investment as equity
accounted.

2. Significant accounting policies
Significant accounting policies applied in the preparation of these consolidated financial statements are

set out below. These policies have been consistently applied to all the years presented, unless otherwise
stated.
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2. Significant accounting policies (continued)
2.1. Basis of preparation

(@) Statement of compliance

These consolidated financial statements (“consolidated financial statements”) have been prepared in
accordance with International Financial Reporting Standards as endorsed in the Kingdom of Saudi
Arabia and other standards and pronouncements that are issued by the Saudi Organization for
Chartered and Professional Accountants (SOCPA) (hereinafter collectively referred to as “IFRSs”).

(b) Basis of measurement

These consolidated financial statements have been prepared on a historical cost basis, using accrual
basis of accounting except for the following material items in the consolidated statement of financial
position:

= Investment in certain equity securities and certain financial assets measured at fair value;
= The defined benefit obligation for employees’ end of service liability is recognised using the
Projected Unit Credit Method;

(©) New and amended standards adopted by the group
The group has applied the following amendments for the first time for their annual reporting period
commencing 1 January 2022:

= Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16
= Onerous Contracts — Cost of Fulfilling a Contract — Amendments to IAS 37

= Annual Improvements to IFRS Standards 2018-2020

= Reference to the Conceptual Framework — Amendments to IFRS 3

The amendments listed above did not have any impact on the amounts recognised in prior periods and
are not expected to significantly affect the current or future periods.

(d) New standards and interpretations not yet adopted

The following new accounting standards, amendments to accounting standards and interpretations have
been published that are not mandatory for 31 December 2022 reporting periods and have not been early
adopted by the group:

= Amendments to IAS 1: Classification of Liabilities as Current or Non-current

= Definition of Accounting Estimates — (Amendments to IAS 8)

= Deferred Tax related to Assets and Liabilities arising from a Single Transaction — Amendments to
IAS 12

Management is currently assessing the impact of such standards, amendments or interpretations on the
entity in the future reporting periods and on foreseeable future transactions.

2.2 Functional and presentation currency
Items included in the financial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates (‘the functional currency’).

The consolidated financial statements are presented in "Saudi Riyals" which is the Company's
functional as well as presentation currency.
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2. Significant accounting policies (continued)

(@) Transactions and balances

Foreign currency transactions are translated into Saudi Riyals using exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at the year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies other than Saudi Riyals are recognized in profit or loss.
Non-monetary items that are measured at historical cost in a foreign currency are translated using the
exchange rate applicable at the date of the initial transactions.

(b) Foreign currency translation
The results and financial position of foreign subsidiaries having reporting currencies other than Saudi
Riyals are translated into Saudi Riyals as follows:

0] assets and liabilities for each statement of financial position presented are translated at the
closing exchange rate at the date of statement of financial position;

(i) income and expenses for statement of comprehensive income are translated at average
exchange rates;

(iii) components of equity are translated at historic rate; and

(iv) all resulting exchange differences are recognised in other comprehensive income.

Exchange differences arising on translation of the foreign controlled entities are recognized in other
comprehensive income with the corresponding impact recorded within equity in other reserves as
‘foreign currency translation reserve’. The cumulative amount is reclassified to profit or loss when the
net investment is disposed-off.

2.3 Basis of consolidation

These consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at 31 December 2022 except for joint operations which are consolidated based on the
Group'’s relative share in the arrangement.

Subsidiaries are entities over which the Group has control. Control is achieved when the Group is
exposed, or has rights, to variable returns from its involvement with the investee and has the ability to
affect those returns through its power over the investee. Specifically, the Group controls an investee if
and only if the Group has:

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

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

. The ability to use its power over the investee to affect its returns.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control. Consolidation of a subsidiary begins
when the Group obtains control over the subsidiary and ceases when the Group loses control of the
subsidiary.

Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are
included in the consolidated financial statements from the date the Group gains control until the date
the Group ceases to control the subsidiary. Profit or loss and each component of other comprehensive
income are attributed to the equity holders of the Company and to the non-controlling interests, even if
this results in the non-controlling interests having a deficit balance. When necessary, adjustments are
made to the financial statements of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies.

All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.
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2. Significant accounting policies (continued)

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

Derecognises the assets (including goodwill) and liabilities of the subsidiary;

Derecognises the carrying amount of any non-controlling interests;

Derecognises the cumulative translation differences recorded in equity;

Recognises the fair value of the consideration received;

Recognises the fair value of any investment retained;

Recognises any surplus or deficit in profit or loss; and

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

2.4 Investments in associates, joint arrangements and equity method of accounting

@ Investments in associates

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

Investments in associates are accounted for using the equity method after initially being recognised at
cost.

(b) Joint arrangements

Investments in joint arrangements are classified as either joint operations or joint ventures. The
classification depends on the contractual rights and obligations of each investor, rather than the legal
structure of the joint arrangement.

Joint operations

A joint operation is a type of joint arrangement whereby the parties that have joint control have rights
to the assets and liabilities of the joint arrangement. The Group recognises its direct right to the assets,
liabilities, revenues and expenses of joint operations and its share of any jointly held or incurred assets,
liabilities, revenues and expenses. These are incorporated in the consolidated financial statements
under the appropriate headings.

Joint ventures
A joint venture is a type of joint arrangement whereby the parties that have joint control have rights to
the net assets of the joint arrangement.

Interests in joint ventures are accounted for using the equity method after initially being recognised at
cost in the consolidated balance sheet.

(©) Equity method of accounting

Under the equity method of accounting, the investments are initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-acquisition profits or losses of the investee in profit
or loss, and the group’s share of movements in other comprehensive income of the investee in other
comprehensive income. Adjustments are made to account for the Group's share of the investee's profit
or loss after acquisition in order to account, for example, for depreciation of the depreciable assets
based on their fair values at the acquisition date. Similarly, appropriate adjustments to the Group's
share of the investee's profit or loss after acquisition are made for impairment losses such as for
goodwill or property, plant and equipment. Dividends received or receivable from investees are
recognised as a reduction in the carrying amount of the investment. Where the Group’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 Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the other entity.
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2. Significant accounting policies (continued)

Accounting policies of equity-accounted investees have been changed where necessary to ensure
consistency with the policies adopted by the Group.

The carrying amount of equity-accounted investments is tested for impairment in accordance with the
policy described in note 2.13.

(d) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-
group transactions, are eliminated in preparing the consolidated financial statements. Unrealised gains
arising from transactions with equity accounted investees are eliminated against the investment to the
extent of the Group’s interest in the investee.

Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there
is no evidence of impairment.

25 Business combination and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of fair value of the consideration transferred, which is measured at the
acquisition date fair value and the amount of any non-controlling interests in the acquiree. The
consideration comprises the:

fair values of the assets transferred

liabilities incurred to the former owners of the acquired business

equity interests issued by the Group

fair value of any asset or liability resulting from a contingent consideration arrangement, and
fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
are, with limited exceptions, measured initially at their fair values at the acquisition date. The Group
recognises any non-controlling interest in the acquired entity on an acquisition-by-acquisition basis
either at fair value or at the non-controlling interest’'s proportionate share of the acquired entity’s net
identifiable assets.

Acquisition-related costs are expensed as incurred.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are
discounted to their present value as at the date of exchange. The discount rate used is the entity’s
incremental borrowing rate, being the rate at which a similar borrowing could be obtained from an
independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified as a
financial liability are subsequently remeasured to fair value with changes in fair value recognised in
profit or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s

previously held equity interest in the acquiree is remeasured to fair value at the acquisition date. Any
gains or losses arising from such remeasurement are recognised in profit or loss.
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2. Significant accounting policies (continued)

The excess of the

. consideration transferred,
. amount of any non-controlling interest in the acquired entity, and
o acquisition-date fair value of any previous equity interest in the acquired entity

over the fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts are
less than the fair value of the net identifiable assets of the business acquired, the difference is
recognised directly in profit or loss as a bargain purchase. Goodwill is tested for impairment annually
or more frequently if events or changes in circumstances indicate that it might be impaired and is carried
at cost less accumulated impairment losses. For the purpose of impairment testing, goodwill acquired
in a business combination is, from the acquisition date, allocated to each of the Group’s cash-
generating units (CGU) that are expected to benefit from the combination, irrespective of whether other
assets or liabilities of the acquiree are assigned to those units. CGU is the smallest group of assets
that generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or groups thereof. A CGU is identified consistently from period to period for the same asset
or types of assets, unless a change is justified.

2.6 Current vs non-current classification

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

. Expected to be realised or intended to be sold or consumed in normal operating cycle;

o Held primarily for the purpose of trading;

. Expected to be realised within twelve months after the reporting period; or

. Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for

at least twelve months after the reporting period.
The Group classifies all other assets 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 at least twelve months

after the reporting period.

The Group classifies all other liabilities as non-current.

2.7 Revenue from contracts with customers

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts,
volume rebates and value-added tax, in the ordinary course of the Group’s activities. The Group
recognizes revenue based on a five-step model as set out in IFRS 15.

The Group has the following revenue streams:
a) Sale of goods
Revenue is recognized at a point in time upon satisfaction of performance obligations, which occurs

when control transfers to the customer, which typically takes place upon delivery or shipment of products
depending on the contractually agreed terms.
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2. Significant accounting policies (continued)

Revenue contracts for certain transactions with marketers/off-takers provide for provisional pricing at
the time of shipment, with final pricing based on the actual selling prices received by such marketers/off-
takers from the final customers, after deducting the costs of shipping and distribution (settlement price).
Revenue on these contracts is initial recorded at the provisional price i.e. an estimation of final price at
the time control is transferred to the customer. Any difference between the estimate and the final price
is recorded as a change in fair value of the related receivable, as part of revenue, in consolidated
statement of profit or loss.

On certain transactions, related to sale of goods, the Group, due to the underlying incoterms is
responsible for shipping and handling to the customer after the title and control of the underlying goods
has been transferred. The Group management has concluded that under such arrangements, the Group
acts as an agent as the primary responsibility of providing the services lies with the shipper, the inventory
risk passes to the customer through transfer of title and control and the prices agreed by the Group for
such services are passed on to the customer without any margins. Accordingly, for shipping and
handling, the Group records the revenue net of the related expenses.

b) Sale of specific products

In certain contracts, the Group manufactures products based on customer’s specifications. The Group
has determined that for these type of products, the customers control all of the work in progress as the
products are being manufactured. This is because under those contracts, products are made to a
customer’s specifications and if a contract is terminated by the customer then the Group is entitled to
reimbursement of the costs incurred to date, including a reasonable margin. Revenues from such
contracts satisfy criteria for revenue recognition over time and is measured based on input method by
the percentage of actual cost incurred to-date to estimated total cost for each contract.

Contract assets and liabilities

A contract asset is the right to consideration in exchange for goods or services transferred to the
customer. If the Group performs by transferring goods or services to a customer before the customer
pays consideration or before payment is due, a contract asset is recognised for the earned consideration
that is conditional.

A contract liability is the obligation to transfer goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due) from the customer. If a customer pays
consideration before the Group transfers goods or services to the customer, a contract liability is
recognised when the payment is made or the payment is due (whichever is earlier). Contract liabilities
are recognised as revenue when the Group performs under the contract.

2.8 Property, plant and equipment

Property, plant and equipment are initially recorded at cost net of accumulated depreciation and
accumulated impairment losses, if any. Cost includes all expenditure directly attributable to the
construction or purchase of the item of property, plant and equipment. Such costs include the cost of
replacing parts of the property, plant and equipment and borrowing costs for long-term construction
projects if the recognition criteria are met. When significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises such parts as individual assets with specific
useful lives and depreciates them accordingly. Subsequent expenditure is capitalized only if it is
probable that the future economic benefits associated with the expenditure will flow to the Group. Repair
and maintenance costs are charged to profit or loss. Plant and machinery include planned turnaround
costs which are depreciated over the period until the date of the next planned turnaround. Should an
unexpected turnaround occur prior to the previously envisaged date of planned turnaround, then the net
book value of planned turnaround costs is immediately expensed and the new turnaround costs are
depreciated over the period likely to benefit from such costs.
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2 Significant accounting policies (continued)

The present value of the expected cost for the decommissioning of the asset after its use is included in
the cost of the respective asset if the recognition criteria for a provision are met.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Class of assets No of Years
- Buildings and lease hold improvements 10 - 33.33
- Plant and machinery 1.5-30

- Computers 4

- Furniture and fixtures 2-10

- Office equipment 2-20

- Vehicles 4

- Catalysts and tools 2-10

- Capital spares 2-20

Land is not depreciated.

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset)
is included in profit or loss when the asset is derecognized. The residual values, useful lives and
methods of depreciation of property, plant and equipment are reviewed at each financial year-end and
adjusted prospectively, if appropriate.

Capital work in progress is stated at cost less impairment losses, if any, and is not depreciated until the
asset is brought into commercial operations or is available for intended use.

2.9 Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less accumulated amortization and accumulated
impairment losses, if any. Internally generated intangible assets, excluding capitalized development
costs are not capitalized and expenditure is recognized in profit or loss when it is incurred. The useful
lives of intangible assets are assessed to be either finite or indefinite.

Intangible assets with finite lives are amortized on a straight line basis over their useful economic lives
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 the end of each reporting period. 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 profit or loss in the
expense category consistent with the function of the intangible assets.

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually,
either individually or at the cash-generating unit level. The assessment of indefinite life is reviewed
annually to determine whether the indefinite life continues to be supportable. If not, the change in useful
life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference

between the net disposal proceeds and the carrying amount of the asset and are recognized in profit or
loss when the asset is derecognized.
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2. Significant accounting policies (continued)

Research and development costs

Research costs are expensed as incurred. Development expenditures on an individual project are
recognized as an intangible asset when the Group can demonstrate:

e The technical feasibility of completing the intangible asset so that it will be available for use or sale
e Its intention to complete and its ability to use or sell the asset

e How the asset will generate future economic benefits

¢ The availability of resources to complete the asset

e The ability to measure reliably the expenditure during development

Following initial recognition of the development expenditure as an asset, the cost model is applied
requiring the asset to be 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. A summary of the policies
applied to the Group’s intangible assets is as follows:

Software license & . Customer contract
. Deferred costs Right to use
project related cost
Useful lives | Up to 10 years 10 - 15 years 12 - 16 years 30 years
Amortisatio | Amortised on a Amortised on a Amortised on a Amortised on a
n method straight-line basis straight- line basis straight- line basis  straight-line basis
used over the useful over the period of over the period of  over the useful life
life expected future expected future
benefits from the benefits from the
related project related project
Internally Internally
generated Acquired generated/acquired Acquired Acquired
or acquired

2.10 Leases

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. To assess whether a contract conveys the right to control the use
of an identified asset, the Group uses the definition of a lease in IFRS 16.

i) As a lessee

At commencement or on modification of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease component on the basis of its relative
stand-alone prices. Currently, Group has no contract which includes lease and non-lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made on or before the commencement date.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the underlying
asset to the Group by the end of the lease term or the cost of the right-of-use asset reflects that the
Group will exercise a purchase option. In that case the right-of-use asset will be depreciated over the
useful life of the underlying asset, which is determined on the same basis as those of property, plant
and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any,
and adjusted for certain remeasurements of the lease liability.
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2. Significant accounting policies (continued)

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Group’s incremental borrowing rate. Generally, the Group uses its
incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability mainly comprise of fixed lease
payments. The lease liability is subsequently carried at amortised cost using the effective interest
method. It is remeasured when there is a change in future lease payments.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset. The Group remeasures the lease liability by discounting the revised
lease payments using a revised discount rate. The revised discount rate is determined as the interest
rate implicit in the lease or the Group’s incremental borrowing rate at the effective date of the
modification, if the interest rate implicit in the lease cannot be readily determined.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low value
assets and short term leases including IT equipment. The Group recognises the lease payments
associated with these leases as an expense on a straight-line basis over the lease term.

i) As a lessor

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms
of the lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is
classified as a finance lease. All other leases are classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head lease and the sublease as two separate
contracts. The sublease is classified as a finance or operating lease by reference to the right-of-use asset
arising from the head lease.

Lease income from operating leases where the Group is a lessor is recognised as income on a straight-
line basis over the lease term. Initial direct costs incurred in obtaining an operating lease are added to the
carrying amount of the underlying asset and recognised as expense over the lease term on the same basis
as lease income. The respective leased assets are included in the balance sheet in accordance with their
nature.

2.11  Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as
part of the cost of the respective asset. All other borrowing costs are expensed in the period in which
they occur. Borrowing costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds.
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2. Significant accounting policies (continued)
2.12 Financial instruments
Financial assets

a) Classification
The Group’s financial assets are classified and measured under the following categories:

i) amortised cost;
i) fair value through OCI (“FVOCI"); or
ii) fair value through profit or loss (“FVTPL”).

Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its
business model for managing financial assets, in which case all affected financial assets are reclassified
on the first day of the first reporting period following the change in the business model. These
classifications are on the basis of business model of the Group for managing the financial assets, and
contractual cash flow characteristics.

A financial asset is measured at amortised cost if it meets both of the following conditions:

e itis held within a business model whose objective is to hold assets to collect contractual cash flows;
and

e its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect
to present subsequent changes in the investment’s fair value in OCI. This election is made on an
investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL.

b) Recognition and derecognition

At initial recognition, the Group measures financial assets at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transactions costs that are directly attributable to the
acquisition of financial asset. Transactions cost of financial assets carried at fair value through profit or
loss are expensed in profit or loss.

The Group derecognizes a financial asset when the contractual cash flows from the asset expire or it
transfers its rights to receive contractual cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership are transferred. Any interest in transferred financial
assets that is created or retained by the Group is recognized as a separate asset or liability.
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2. Significant accounting policies (continued)

c) Subsequent measurement and gains and losses

Financial These assets are subsequently measured at fair value. Net gains and losses, including
assets at any interest or dividend income, are recognised in profit or loss.

FVTPL

Financial These assets are subsequently measured at amortised cost using the effective interest
assets at method. The amortised cost is reduced by impairment losses. Interest income, foreign
amortised exchange gains and losses and impairment are recognised in profit or loss. Any gain
cost or loss on derecognition is recognised in profit or loss.

Financial These assets are subsequently measured at fair value with the corresponding fair
assets at value movement recorded in other comprehensive income and accumulated in other
FVOCI reserves within equity as ‘fair value investment reserve’. Dividends are recognised as

income in profit or loss unless the dividend clearly represents a recovery of part of the
cost of the investment.

Financial liabilities

Financial liabilities are recognized initially at fair value less any directly attributable transaction costs and
are subsequently measured at amortised cost using the EIR method. Interest expense and foreign
exchange gains and losses are recognised in profit or loss. Any gain or loss on derecognition is also
recognised in profit or loss. The Group derecognises a financial liability when its contractual obligations
are discharged, cancelled or expire. The Group also derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are substantially different, in which case a new
financial liability based on the modified terms is recognised at fair value. On derecognition of a financial
liability, the difference between the carrying amount extinguished and the consideration paid (including
any non-cash assets transferred or liabilities assumed) is recognised in profit or loss.

Financial guarantees require the Group to make specified payments to reimburse the holder of the
guarantee for a loss it incurs because a specified debtor fails to make payment when due in accordance
with the original or modified terms of a debt instrument. Financial guarantees are initially recognised at
their fair value, which is normally evidenced by the amount of fees received, if any. This amount is
amortised on a straight line basis over the life of the guarantee. At the end of each reporting period, the
guarantees are measured at the higher of (i) the amount of the loss allowance for the guaranteed
exposure determined based on the expected loss model and (ii) the remaining unamortised balance of
the amount at initial recognition. In addition, an ECL loss allowance is recognised for fees receivable, if
any, that are recognised in the consolidated statement of financial position as an asset.

Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when the Group has a legally enforceable right to set off the amounts and it intends
either to settle them on a net basis or to realise the asset and settle the liability simultaneously.

Interest income

For financial instruments measured at amortized cost, interest income is recorded using the effective
interest rate (EIR). The EIR is the rate that exactly discounts the estimated future cash receipts through
the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying
amount of the financial asset. Interest income is included in finance income in profit or loss.

28



Sahara International Petrochemical Company

A Saudi Joint Stock Company

Notes to the consolidated financial statements

For the year ended 31 December 2022

(All amounts in Saudi Riyals in thousands unless otherwise stated)

2 Significant accounting policies (continued)
2.13 Impairment

i) Financial instruments and contract assets

The Group recognises loss allowances for Expected credit losses “ECL” on financial assets measured
at amortised cost. For trade receivables (including contract assets and due from related parties) carried
at amortised cost, the Group applies the simplified approach as permitted by IFRS 9, which requires
expected lifetime losses to be recognised from the initial recognition of the related financial asset. The
amount of the loss is charged to profit or loss. The Group uses a provision matrix in the calculation of
the ECL on to estimate the lifetime ECL, applying certain provision rates to respective contractual past
due aging buckets. The provision matrix was developed considering probability of default based on
historical collection trends and loss given default. The loss rates are adjusted to reflect current and
forward-looking information on macroeconomic factors affecting the ability of the customers to settle the
receivables. The Group measures loss allowances at an amount equal to lifetime ECLs. When
determining whether the credit risk of a financial asset has increased significantly since initial recognition
and when estimating ECLSs, the Group considers reasonable and supportable information that is relevant
and available without undue cost or effort. This includes both quantitative and qualitative information
and analysis, based on the Group’s historical experience and informed credit assessment and including
forward-looking information.

The gross carrying amount of a financial asset is written off when the Group has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof. For individual customers,
the Group has a policy of writing off the gross carrying amount when the financial asset is no longer
recoverable based on historical experience of recoveries of similar assets. For off-takers, the Group
individually makes an assessment with respect to the timing and amount of write-off based on whether
there is a reasonable expectation of recovery. The Group expects no significant recovery from the
amount written off if there is a significant decrease in credit worthiness of the customer, the failure of
the customer to engage in a repayment plan with the Group, and a failure to make contractual payments
for a period of 1 year. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Group’s procedures for recovery of amounts due.

While cash and cash equivalents, contract assets, due from related parties and other receivables are
also subject to impairment requirements of IFRS 9 ‘Financial Instruments’ (“IFRS 9”), these are
considered as low risk and the impairment loss is not expected to be material.

ii) Non-financial assets

The Group assesses at each reporting date whether there is an indication that a non-financial asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Group estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an
asset's or cash-generating unit'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 is considered impaired and is written down to its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs to sell, an appropriate valuation model is used.

These calculations are corroborated by valuation multiples, quoted share prices for publicly traded
entities or other available fair value indicators.

Impairment losses of continuing operations are recognised in profit or loss in those expense categories
consistent with the function of the impaired asset.
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2. Significant accounting policies (continued)

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer exist or may have decreased. If
such indication exists, the Group estimates the asset's or cash-generating unit's recoverable amount. A
previously recognised 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 recognised. The
reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor
exceed the carrying amount that would have been determined, net of depreciation, had no impairment
loss been recognised for the asset in prior years. Such reversal is recognised in profit or loss.

2.14 Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
principally based on the weighted average principle, and includes expenditure incurred in acquiring the
inventories, production or conversion costs and other costs incurred in bringing them to their existing
location and condition. In the case of manufactured inventories, cost includes an appropriate share of
production overheads based on normal operating capacity. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses.

At each reporting date, spare parts and consumables are assessed for impairment. If spare parts and
consumables are impaired, their carrying amount is reduced to written down value; the impairment
losses are recognized immediately in profit or loss. Provision for slow-moving inventories is made
considering various factors including age of inventory items, historic usage and expected utilization in
future.

2.15 Cash and cash equivalent

Cash and cash equivalents in the statement of financial position comprise cash at banks, cash on hand
and short-term deposits with original maturity of three months or less, net of outstanding bank overdrafts
which are subject to an insignificant risk of changes in value.

2.16  Treasury shares

Own equity instruments that are reacquired (treasury shares) are recognized at cost and deducted from
equity. No gain or loss is recognized in the profit or loss on the purchase, sale, issue or cancellation of
the Company’s own equity instruments. Any difference between the carrying amount and the
consideration, if reissued, is recognized against share premium.

2.17 Provisions

Provisions are recognized when the Group 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 the
Group expects some or all of a provision to be reimbursed, for example under an insurance contract,
the reimbursement is recognized as a separate asset but only when the reimbursement is virtually
certain. The expense relating to a provision is presented in profit or loss net of any reimbursement. If
the effect of the time value of money is material, provisions are discounted using a discount rate that
reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in
the provision due to the passage of time is recognized as a finance cost.
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2. Significant accounting policies (continued)

Decommissioning liability

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

2.18 Zakat and income tax

The Group is subject to zakat and income tax in accordance with the regulations of the Zakat, Tax and
Customs Authority (“ZATCA”). Zakat and income taxes are initially recorded in profit or loss based on
an estimate. Any difference in the estimate is recorded in profit or loss when the final assessment is
approved, at which time the provision is cleared.

The income tax is calculated based on the tax laws enacted or substantively enacted at the end of the
reporting period. Income tax is provided for on the share of the adjusted profit related to foreign
shareholders in the Saudi Arabian subsidiaries. Foreign subsidiaries are subject to income taxes in their
respective countries of domicile.

The Company and its Saudi Arabian subsidiaries withhold taxes on certain transactions with non-
resident parties, including dividend payments to foreign shareholders of the Saudi Arabian subsidiaries,
if any, in the Kingdom of Saudi Arabia as required under Saudi Arabian Income Tax Law.

Deferred tax

Income tax based on the applicable income tax rate is adjusted by changes in deferred tax assets and
liabilities attributable to temporary differences. Deferred income tax is provided in full, on temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts. Deferred
income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the end of the reporting period and are expected to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled.

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

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

2.19 Employees’ end of service benefits

The Company and its Saudi Arabian subsidiaries operate their respective unfunded end of service
defined benefit plans driven by the Labor Laws of KSA. The plans are based on employees’ most recent
salary and number of service years. The costs of providing benefits under the defined benefit plans is
determined using the projected unit credit method. Actuarial gains and losses are recognized in full in
the period in which they occur in other comprehensive income and transferred to other reserves within
equity as ‘Remeasurements on employees’ benefits’.

Past service costs are recognized in profit or loss on the earlier of:
e The date of the plan amendment or curtailment; and
e The date on which the Group recognizes related restructuring costs
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Interest is calculated by applying the discount rate to the net defined benefit liability and is recorded
under finance costs in profit or loss. Service costs are recorded under ‘cost of sales’, ‘general and
administrative expenses’ and ‘selling and distribution expenses’ in the consolidated statement of profit
or loss.

2.20 Employees’ home ownership program

The Group has an employees’ home ownership programs (“HOP”) under which eligible Saudi
employees have the opportunity to buy residential units constructed by the Group through a series of
deductions from their salaries 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 subject to certain deductions in case the employee discontinues
employment and the house is returned back to the Group. Costs which are not directly related to
residential units are recognized in long term prepaid employees benefits as deferred costs at time the
residential units are allocated to the employees. Such deferred costs are employee benefit costs and
are amortized over the period during which the employees remain in the HOP.

2.21 Employees’ savings plan (thrift plan)

The Group maintains an employee's savings plan for Saudi employees. Under the plan the employees
contribute a portion of their salary to the plan and the Group contributes the same amount. The
contributions from the employees are deposited in separate bank account which is in the Group's name
and may be invested on behalf of the employees. The Group’s contribution under the savings plan is
charged to profit or loss. The underlying asset (bank account) is presented under cash and cash
equivalents and the liability is recorded under employees' benefits.

2.22 Dividends

Dividends are recorded in the consolidated financial statements in the period in which they are approved
by the Annual General Assembly. Interim dividends are recorded as and when approved by the Board
of Directors.

2.23  Share based payments transactions

Employees of the group receives some remuneration in the form of share based payment, whereby
employees render services as consideration for equity instruments (equity settled transactions).

Equity-settled transactions

The cost of equity-settled transactions is recognised in employee benefits expense, together with a
corresponding increase in equity over the period in which the services and the performance conditions
are fulfilled (the vesting period). The cumulative expense recognised for equity-settled transactions at
each reporting date until the vesting date reflects the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity instruments that will ultimately vest. The expense or
credit in profit or loss for a period represents the movement in cumulative expense recognised as at the
beginning and end of that period. Service conditions are not taken into account when determining the
grant date fair value of awards but the likelihood of the conditions being met is assessed as part of the
Group’s best estimate of the number of equity instruments that will ultimately vest. There are no market
conditions associated with the vesting of the equity instruments. No expense is recognised for awards
that do not ultimately vest because service conditions have not been met. Where the terms of an equity-
settled transaction award are modified, the minimum expense recognised is the grant date fair value of
the unmodified award, provided the original terms of the award are met. An additional expense,
measured as at the date of modification, is recognised for any modification that increases the total fair
value of the share-based payment transaction, or is otherwise beneficial to the employee. Where an
award is cancelled by the entity or by the counterparty, any remaining element of the fair value of the
award is expensed immediately through profit or loss.
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2.24  Segment reporting

A business segment is group of assets, operations or entities:

e engaged in business activities from which it may earn revenue and incur expenses including
revenues and expenses that relate to transactions with any of the Company’s other components;

e the results of its operations are continuously analysed by chief operating decision maker (CODM)
in order to make decisions related to resource allocation and performance assessment; and

o for which financial information is discretely available.

The Group’s Board of Directors (“BOD”) is considered to be the chief operating decision maker. Segment
results that are reported to the BOD include items directly attributable to a segment as well as those that
can be allocated on a reasonable basis. The details of Group’s segments are presented in note 4 to
these consolidated financial statements.

2.25 Earnings per share

Earnings per share are computed by dividing the profit or loss attributable to ordinary shareholders of
the Company by the weighted average number of ordinary shares outstanding during the period.

2.26  Statutory reserves

In accordance with Company's Articles of Association, the Company has established a statutory
reserve by the appropriation of 10% of net income until the reserve equals 30% of the share capital.
This reserve is not available for dividend distribution.

2.27 Short term investments

Short term investments in the statement of financial position are deposits having maturity of more than
three months but less than a year from date of placement.

2.28 Borrowings

Borrowings are initially recognised at the fair value (being proceeds received), net of eligible transaction
costs incurred, if any. Subsequent to initial recognition, long-term borrowings are measured at amortised
cost using the effective interest rate method. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in profit or loss over the period of the borrowings using
the effective interest method. Borrowings are removed from the consolidated statement of financial
position when the obligation specified in the contract is discharged, cancelled or expired. The difference
between the carrying amount of a financial liability that has been extinguished or transferred to another
party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is
recognised in profit or loss as other income or finance costs.

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

2.29 Trade payables

Trade payables are obligations to pay for goods and services that have been acquired in the ordinary
course of business from suppliers. Trade payables are classified as current liabilities if payment is due
within one year or less. If not, they are presented as non-current liabilities. Trade payables are
recognized initially at fair value and subsequently measured at amortised cost using the effective interest
rate method.
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2.30 Precious metals

The production process of certain of the Group’s subsidiaries require the use of certain precious metals
as catalysts. The Group enters into arrangements with certain commercial banks under which the banks
procure such precious metals from suppliers and provide them to the Group for certain periods (usually
for twelve months) against a fixed margin. The rental period may be extended with mutual agreement
of both parties. The Group records the fixed margin paid on such arrangements in profit or loss.

Upon completion of the contract, the Group is obliged to return the full quantity of such precious metals
to the bank. In case of a shortfall, due to consumption of such precious metals in the production process,
the Group is required to either purchase the shortfall from the market or to settle the amount in cash at
market rates of such precious metals. Management of the Group believes that the underlying plant has
a finite useful life, at the end of which these arrangements will be settled through return of the leased
quantities of precious metals, and not in cash, as the Group has no economic incentive to settle in cash
and the Group has no alternate use for the quantities remaining at the end of useful lives of the
underlying plants as these precious metals cannot be used in any other plant within the Group.
Accordingly, at each reporting period, the Group assesses the physical quantities of such precious
metals in hand and records a provision for the shortfall based on market price of the precious metal at
the reporting date with the resulting charge or gain recorded in cost of sales.

2.31  Fair value measurement and valuation processes

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 Group has an established control framework with respect to the measurement of fair values.
Management has overall responsibility for overseeing all significant fair value measurements, including
level three fair values.

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.

The Group 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 consolidated 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:

e Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

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

e Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.
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For assets and liabilities that are recognized in the consolidated financial statements at fair value on a
recurring basis, the Group determines whether transfers have occurred between levels in the hierarchy
by re-assessing 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 Group determines the policies and
procedures for both recurring fair value measurement, and for non-recurring measurement.

External valuers are involved for valuation of significant assets, whenever required. Selection criteria
include market knowledge, reputation, independence and whether professional standards are
maintained. The Group decides, after discussions with the external valuer, which valuation techniques
and inputs to use for each case.

At each reporting date, the Group analyses the movements in the values of assets and liabilities which
are required to be remeasured or re-assessed as per the Group’s accounting policies. For this analysis,
the Group verifies the major inputs applied in the latest valuation by agreeing the information in the
valuation computation to contracts and other relevant documents. The Group also compares the change
in the fair value of each asset and liability with relevant external sources to determine whether the
change is reasonable.

For the purpose of fair value disclosures, the Group 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. As at 31 December 2022 and 2021, the fair values of the Group’s
financial instruments at amortised cost, other than non-current are estimated to approximate their
carrying values as these financial instruments are short term in nature, carry interest rates which are
based on prevailing market interest rates and are expected to be realized at their carrying amounts
within twelve months from the date of statement of financial position. Fair values of non-current financial
liabilities are estimated to approximate their carrying amounts as these carry interest rates which are
based on prevailing market interest rates.

3. Significant accounting estimates and assumptions

The preparation of the Group’s consolidated financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities. Significant
judgments relate to home-ownership plan and precious metals and are disclosed in their relevant
accounting policies. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. The Group makes estimates and judgments concerning the future. The
resulting accounting estimates will by definition, seldom equal the related actual results.

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are as follows:

i. Employees’ end of service benefits

The cost of end of service defined benefit and the present value of the related obligation are determined
using actuarial valuations. An actuarial valuation involves making various assumptions which may differ
from actual developments in the future. For details on assumptions used and sensitivities of key
assumptions refer Note 21.
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il Impairment of non-financial assets

Impairment exists when the carrying value of an asset or CGU exceeds its recoverable amount, which
is the higher of its fair value less costs of disposal and its value in use. The value in use calculation is
based on a Discounted Cash Flow (DCF) model. The cash flows are derived from the budget and
marketing terms forecast for the next five years and do not include restructuring activities that the Group
is not yet committed to or significant future investments that will enhance the asset’s performance of the
CGU being tested.

Future events could cause the estimates used in the value-in-use calculations of goodwill to change
adversely with a consequent effect on the future results of the Group. Management has performed a
sensitivity analysis around the estimates. For details on assumptions used and sensitivities of key
assumptions refer Note 13.

iii. Useful lives of property, plant and equipment

Management determines the estimated useful lives of property, plant and equipment for calculating
depreciation. This estimate is determined after considering expected usage of the assets and physical
wear and tear. Management reviews the useful lives annually and change in depreciation charges, if
any, are adjusted in current and future periods. At 31 December 2022, if the useful lives increased or
decreased by 10% against the current useful lives with all other variables held constant, the profit for
the year would have been higher or lower by SR 79.4 million.
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4, SEGMENT INFORMATION
The Group has the following operating segments:

Basic chemicals, which includes Methanol, Butane products and Carbon monoxide.

Intermediate chemicals, which includes Acetic Acid, Vinyl Acetate Monomer, Ethyl Acetate, Butyl Acetate, and utilities.

Polymers, which includes Low-density polyethylene, polyvinyl acetate, polyvinyl alcohol, PBT, polypropylene and electrical connecting wire products.
Trading, which includes trading revenues of Sipchem Marketing Company and its foreign subsidiaries.

Corporate and others, which includes Sipchem, EVA films and Tool manufacturing plant. This segment also includes Sahara’s enabling functions and
support activities.

No operating segments have been aggregated to form the above reportable operating segments.

Inter segment

Basic Intermediate Corporate transaction

Year ended 31 December 2022 chemicals chemicals Polymers Trading and others  elimination Total
Revenue
External customers - KSA 106,884 - - 764,272 19,109 - 890,265
External customers - foreign countries 2,483,458 3,086,357 3,360,814 423,767 8,967 - 9,363,363
Inter-segment 593,999 1,553,064 - 6,860,242 - (9,007,305) -
Total revenue 3,184,341 4,639,421 3,360,814 8,048,281 28,076  (9,007,305) 10,253,628
Gross profit 1,858,505 1,640,099 927,516 331,017 (25,436) 106,974 4,838,675
Operating costs 1,527,256 3,330,499 2,597,973 7,788,448 125,078  (9,162,615) 6,206,639
Operating profit 1,657,085 1,308,922 762,841 259,833 (97,002) 155,310 4,046,989
Share of profit from equity accounted

investees - - - - 364,800 - 364,800
Profit before zakat and tax 1,626,411 1,253,228 694,084 259,621 251,375 99,452 4,184,171
Total assets 3,356,313 5,475,573 6,880,762 1,687,560 27,097,483 (21,022,385) 23,475,306
Total liabilities 1,106,853 1,546,335 2,677,033 1,135,421 3,799,491  (3,526,650) 6,738,483
Capital expenditure 79,930 67,707 234,991 1,771 247,185 - 631,584
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4. SEGMENT INFORMATION (continued)

Inter segment

Basic Intermediate Corporate and transaction

Year ended 31 December 2021 chemicals chemicals Polymers* Trading others elimination Total
Revenue
External customers - KSA 114,780 - - 647,887 16,527 - 779,194
External customers - foreign countries 2,609,947 2,848,760 3,427,479 21,314 - - 8,907,500
Inter-segment 421,319 1,456,561 27,196 6,766,112 - (8,671,188) -
Total revenue 3,146,046 4,305,321 3,454,675 7,435,313 16,527 (8,671,188) 9,686,694
Gross profit/(loss) 1,985,883 1,706,369 1,416,351 335,889 (20,005) (82,132) 5,342,355
Operating costs 1,380,751 2,916,386 2,413,297 7,166,277 157,774 (8,649,222) 5,385,263
Operating profit/(loss) 1,765,295 1,388,935 1,041,378 269,036 (141,247) (21,966) 4,301,431
Share of profit from equity accounted

investees - - - - 479,756 - 479,756
Profit/(loss) before zakat and tax 1,697,279 1,256,767 931,865 267,585 687,315 (383,352) 4,457,459
Total assets 3,838,652 5,955,119 7,208,711 2,060,727 26,733,649 (21,331,788) 24,465,070
Total liabilities 1,895,142 1,895,612 2,927,891 1,651,673 4,844,086 (4,471,412) 8,742,992
Capital expenditure 80,116 224,068 116,461 76,881 243,646 - 741,172

*Polymers segment includes an impairment loss of Nil (2021: SR 160 million).

Segment performance is evaluated based on profit or loss before zakat and income tax and is measured consistently with profit or loss in these consolidated
financial statements.

Revenue at a point in time amounting to SR 10,235 million (2021: SR 9,670 million). Revenue over time amounting to SR 19 million (2021: SR 17 million) and
is included in “corporate and others” segment.
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5. NON-CONTROLLING INTERESTS

Financial information of subsidiaries that have material non-controlling interests is provided below:

Proportion of equity interest held by non- controlling interests:

Subsidiaries Country of Incorporation 2022 2021
International Methanol Company (“IMC”) KSA 35% 35%
International Acetyl Company (“IAC”) KSA - 3%
International Vinyl Acetate Company (“IVC”) KSA - 3%
International Gases Company (“IGC”) KSA - 3%
International Polymers Company (“IPC”) KSA 25% 25%
The summarized information of these subsidiaries is provided below:
Summarized statements of financial position as at 31 December 2022
IMC IPC Total
Current assets 354,242 776,169 1,130,411
Non-current assets 1,291,408 2,192,769 3,484,177
Current liabilities (160,567) (319,536) (480,103)
Non-current liabilities (64,371) (694,905) (759,276)
Equity 1,420,712 1,954,497 3,375,209
Attributable to:
Equity holders of the Company 931,648 1,514,001 2,445,649
Non-controlling interests 489,064 440,496 929,560
Summarized statements of financial position as at 31 December 2021
IMC IAC IvC IGC IPC Total
Current assets 585,709 411,798 915,768 139,196 819,400 2,871,871
Non-current assets 1,350,862 2,287,925 1,602,471 959,895 2,298,135 8,499,288
Current liabilities (209,870) (577,933) (469,373) (167,318) (346,969) (1,771,463)
Non-current liabilities (121,632) (236,990) (40,532) (247,770) (761,937) (1,408,861)
Equity 1,605,069 1,884,800 2,008,334 684,003 2,008,629 8,190,835
Attributable to:
Equity holders of the Company 1,057,527 1,828,575 1,945,932 659,817 1,562,055 7,053,906
Non-controlling interests 547,542 56,225 62,402 24,186 446,574 1,136,929
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5. NON-CONTROLLING INTERESTS (continued)

Summarized statements of comprehensive income for the year ended 31 December 2022

Revenue

Profit before Zakat and tax
Profit after Zakat and tax
Other comprehensive income
Total comprehensive income

Attributable to:
Equity holders of the Company

Non-controlling interests
Dividends to non-controlling interest

Summarized statements of comprehensive income for the year ended 31 December 2021

Revenue

Profit/(loss) before Zakat and tax
Profit/(loss) after Zakat and tax
Other comprehensive income
Total comprehensive income/(loss)

Attributable to:
Equity holders of the Company

Non-controlling interests
Dividends to non-controlling interest

IMC IAC IVC IGC IPC Total

1,268,863 1,252,680 2,634,781 373,695 1,855,504 7,385,523

666,931 352,256 924,514 121,137 694,899 2,759,737

616,503 338,020 902,921 117,871 648,131 2,623,446
(464) 279 892 (404) (2,264) (1,961)

616,039 338,299 903,813 117,467 645,867 2,621,485

425,722 331,259 883,338 116,171 508,078 2,264,568

190,317 7,040 20,475 1,296 137,789 356,917

248,793 - - - 143,868 392,661

IMC IAC IVC IGC IPC IDC Total
1,318,430 1,308,013 2,260,899 317,349 1,682,703 1,038,763 7,926,157
733,869 281,268 864,641 55,956 824,101 507,374 3,267,209
661,937 267,602 805,668 48,353 766,437 493,262 3,043,259
448 - 34 37 196 - 715
662,385 267,602 805,702 48,390 766,633 493,262 3,043,974
461,042 257,690 776,326 46,674 598,313 486,660 2,626,705
201,343 9,912 29,376 1,716 168,320 6,602 417,269
179,726 - - 6,000 117,353 - 303,079
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5. NON-CONTROLLING INTERESTS (continued)

Summarized statement of cash flows for the year ended 31 December 2022

IMC IPC Total

Cash flow generated from/(used in) operating activities 697,175 754,811 1,451,986
Cash flow used in investing activities (46,487) (27,834) (74,321)
Cash flow (used in)/from financing activities (908,111) (819,815) (1,727,926)
Cash and cash equivalents at 31 December 2022 62,994 189,489 252,483
Summarized statement of cash flows for the year ended 31 December 2021

IMC IAC IVC IGC IPC Total
Cash flow generated from/(used in) operating activities 877,351 526,201 889,409 121,551 904,233 3,318,745
Cash flow (used in)/from investing activities (37,626) (35,320) (148,493) 544 (35,821) (256,716)
Cash flow (used in)/from financing activities (669,285) (454,570) (444,112) (176,249) (705,509) (2,449,725)
Cash and cash equivalents at 31 December 2021 320,417 112,995 346,919 25,944 282,327 1,088,602
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6. PROPERTY, PLANT AND EQUIPMENT

Land, buildings Vehicles, computers, Capital work

and lease hold Plant and Catalysts furniture, fixture and in progress
2022 improvements machinery and tools office equipment (CWIP) Total
Cost:
At 1 January 2022 1,213,274 18,952,934 864,231 304,836 673,772 22,009,047
Additions 1,148 96,184 126,712 3,199 357,471 584,714
Transfers 4,095 128,641 12,481 489 (145,706) -
Transfers to intangibles - - - - (12) (11)
Disposals/write off - (30,339) (3,562) - - (33,901)
At 31 December 2022 1,218,517 19,147,420 999,862 308,524 885,526 22,559,849
Accumulated depreciation:
At 1 January 2022 296,158 8,632,974 697,764 199,216 - 9,826,112
Depreciation charge for the year 37,104 643,985 106,731 6,250 - 794,070
Disposals/write off - (780) (3,562) - - (4,342)
At 31 December 2022 333,262 9,276,179 800,933 205,466 - 10,615,840
Carrying amount at 31 December 2022 885,255 9,871,241 198,929 103,058 885,526 11,944,009
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6. PROPERTY, PLANT AND EQUIPMENT (continued)

Land, buildings and

Vehicles, computers,

Capital work in

lease hold Plant and Catalysts and furniture, fixture and progress

2021 improvements machinery tools office equipment (CWIP) Total
Cost:

At 1 January 2021 1,214,355 18,874,118 819,920 305,389 574,066 21,787,848
Additions 877 48,582 30,941 529 283,951 364,880
Transfers 375 30,790 27,654 - (58,819) -
Transfers to intangibles - - - - (119,682) (119,682)
Disposals (2,333) (556) (14,284) (1,082) (5,744) (23,999)
At 31 December 2021 1,213,274 18,952,934 864,231 304,836 673,772 22,009,047
Accumulated depreciation:

At 1 January 2021 260,039 7,820,339 634,783 193,553 - 8,908,714
Depreciation charge for the year 36,829 652,874 77,265 6,099 773,067
Impairment loss 160,000 160,000
Disposals (710) (239) (14,284) (436) - (15,669)
At 31 December 2021 296,158 8,632,974 697,764 199,216 - 9,826,112
Carrying amount at 31 December 2021 917,116 10,319,960 166,467 105,620 673,772 12,182,935
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6. PROPERTY, PLANT AND EQUIPMENT (continued)
6.1. Capital work in progress

The Group’s capital work-in-progress as at 31 December 2022 amounting to SR 885.5 million
(2021: SR 673.8 million) comprises mainly of turnaround costs and other costs related to several
projects for improvements and enhancements of operating plants.

6.2. Property, plant and equipment — pledged

Certain items of the Group’s property, plant and equipment with a carrying amount of Nil
(2021: SR 850.3 million) are pledged as security against bank loans and Saudi Industrial Development
Fund Loans (note 20).

6.3. Impairment

Management of the Group, in line with its strategy of improving profitability and efficiency of operations,
and ensuring the best level of liquidity and stability, decided to mothball the operations of PBT during
2021. Consequently, the Group fully impaired PBT up to its residual value and an impairment loss of
SR 160 million was recognized in 2021. This is in addition to and impairment loss of SR 150 million
previously recognized in 2019 and SR 300 million previously recognised in 2016.

The Group presents the statement of profit or loss by function where impairment losses are included
either before or after gross profit depending on their nature. The Group’s management has recorded
impairment losses related to the aforementioned CGUs as a separate line item in the statement of profit
or loss after gross profit but within operating profit as these CGUs were idle i.e. not generating revenues.

Furthermore, all other CGUs were analyzed by the management as at 31 December 2022. Based on the
analysis, no indicators for impairment exist.

6.4. Assets written off

Certain assets related to SSPC plant having a carrying amount of SR 26.8 million (2021: Nil) were written
off during the year. Also see note 31.
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7. LEASES

The Group leases several land and vehicles. The lease period ranges from 3 to 30 years with an option
to renew the lease after that date. Property, plant and equipment of the Group are constructed on land
leased by the Group from the Royal Commission for Jubail and Yanbu. The land lease term is for an
initial period of 30 years which commenced in 2002 and is renewable by mutual agreement of the parties.
Lease payments are agreed at the time of inception of the lease which may change based on mutual
consent of both the parties. The Group leases IT equipment with contract terms of one to three years.
These leases are leases of low-value items. The Group has elected not to recognise right-of-use assets
and lease liabilities for these leases. Information about leases for which the Group is a lessee is
presented below:

7.1. Right-of-use assets

The movement in right-of-use assets at 31 December is as follows:

Land Vehicles Total

Balance as at 1 January 2022 118,669 1,290 119,959
Depreciation charge for the year (6,873) (267) (7,140)
Adjustment (8,184) - (8,184)
Balance as at 31 December 2022 103,612 1,023 104,635
Balance as at 1 January 2021 57,956 3,018 60,974
Depreciation charge for the year (5,650) (1,829) (7,479)
Additions during the year 39,039 101 39,140
Modification during the year* 27,324 - 27,324
Balance as at 31 December 2021 118,669 1,290 119,959
7.2. Lease liabilities

2022 Land Vehicles Total

Current portion 3,152 527 3,679

Non-current portion 134,697 472 135,169

Balance as at 31 December 2022 137,849 999 138,848

2021

Current portion 9,492 1,247 10,739

Non-current portion 153,044 944 153,988

Balance as at 31 December 2021 162,536 2,191 164,727

*Modification represents increase/modification of rentals related to industrial land lease by Royal
Commission for Jubail and Yanbu.

7.3 Amounts recognized in statement of profit or loss

Leases under IFRS 16 2022 2021

Depreciation charge for the year 7,140 7,473

Interest on lease liabilities 4,588 4,791
11,728 12,264
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7. LEASES (continued)

7.4 Amounts recognized in statement of cash flow

Payment of lease liabilities

2022

2021

9,500

6,826

There were no significant non-cash movement in the balances during the years ended 31 December

2022 and 2021.

8. INTANGIBLE ASSETS

Costs:

Balance as at 1 January 2022
Additions

Transfers (note 6)

Balance as at 31 December 2022

Accumulated amortization:

Balance as at 1 January 2022
Amortization
Balance as at 31 December 2022

Carrying amount at 31 December 2022

Costs:

Balance as at 1 January 2021
Additions

Transfers (note 6)

Balance as at 31 December 2021

Accumulated amortization:
Balance as at 1 January 2021
Amortization

Balance as at 31 December 2021

Carrying amount at 31 December 2021

Computer Customer
Software Rights contracts Total

332,932 746,052 6,750 1,085,734
6,517 40,355 - 46,872
11 - - 11
339,460 786,407 6,750 1,132,617
320,157 158,846 582 479,585
11,851 87,869 225 99,945
332,008 246,715 807 579,530
7,452 539,692 5,943 553,087

Computer Customer

Software Rights contracts Total

210,109 461,052 6,750 677,911
3,141 285,000 - 288,141
119,682 - - 119,682
332,932 746,052 6,750 1,085,734
169,107 129,148 357 298,612
151,050 29,698 225 180,973
320,157 158,846 582 479,585
12,775 587,206 6,168 606,149

Computer software mainly includes SAP and other programs which management has capitalized and
amortization is calculated on 5 -10 years of useful life.

Rights mainly represent payments by the Group to acquire feedstock from suppliers under preferential
arrangements on long term contracts. Amortization is calculated over a period of 10-15 years based on

the inflow of economic benefits to the Group.

Customer contract relates to a beneficial long-term agreement to off-take a significant amount of
polypropylene production. The Group acquired this contract as a result of business combination. The

asset is amortized over 30 years.
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9. INVESTMENTS IN EQUITY ACCOUNTED INVESTEES

Notes 2022 2021
Investment in joint ventures 9.1 411,344 308,169
Investment in associates 9.2 3,549,137 3,682,425
3,960,481 3,990,594

9.1. Investment in joint ventures

Notes 2022 2021
Sahara and Ma’aden Petrochemical Company 9.1.1 386,490 280,998
Gulf Advanced Cable Insulation Company 23,758 27,171
Linde Sipchem Industrial Gases Company 1,096 -
411,344 308,169

9.1.1. Sahara and Ma’aden Petrochemical Company (SAMAPCO)

The Group has a 50% interest in SAMAPCO, a limited liability company and registered in the Kingdom
of Saudi Arabia, is engaged in production and sale of Caustic Soda, Chlorine and Ethyl Dichloride. The
Group’s interest in SAMAPCO is accounted for using the equity method in these consolidated financial
statements. The tables below provide summarised financial information for SAMAPCO. The information
disclosed reflects the amounts presented in the financial statements of SAMAPCO and not the Group’s

share of those amounts.

Non-current assets

Current assets (excluding cash and cash equivalents)
Cash and cash equivalents

Total current assets

Non-current liabilities

Trade payables
Other current liabilities

Total current liabilities

Reconciliation to carrying amount:

Share in net assets as at 1 January
Share of profit
Share of changes in other comprehensive income

Carrying amount of investment as at 31 December

2022 2021
2,197,309 2,267,675
248,493 530,901
103,280 121,889
351,773 652,790
(1,582,388) (2,080,986)
(58,460) (94,089)
(110,707) (184,024)
(169,167) (278,113)

2022 2021
280,998 120,628
106,221 157,653
(729) 2,717
386,490 280,998
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9. INVESTMENTS IN EQUITY ACCOUNTED INVESTEES (continued)

Summarized income statement of SAMAPCO:

Revenue

Cost of revenue

Depreciation and amortisation
Financial costs

Financial income

Profit before zakat

Zakat

Profit after zakat

Other comprehensive (loss) / income
Total comprehensive income

9.2.Investment in associates

Tasnee and Sahara Olefins Company
Khair Inorganic Chemical Industries Company
Saudi Acrylic Acid Company

2022 2021
1,023,821 1,143,288
(614,116) (628,927)
(123,592) (116,735)
(81,198) (58,138)
3,899 242
243,769 332,756
(6,149) (17,450)
237,620 315,306
(1,459) 5,435
234,703 320,741
Notes 2022 2021
9.2.1 3,365,553 3,492,672
9.2.2 183,584 189,753
9.2.3 - -
3,549,137 3,682,425

9.2.1 Tasnee and Sahara Olefins Company (TSOC)

The Group has a 32.55% interest in TSOC, a Saudi closed joint stock company, registered in the
Kingdom of Saudi Arabia, engaged in production and sale of Propylene, Ethylene and Polyethylene.
The Group’s interest in TSOC is accounted for using the equity method in these consolidated financial
statements. The tables below provide summarised financial information for TSOC. The information
disclosed reflects the amounts presented in the financial statements of TSOC and not the Group’s share
of those amounts. These have been amended to reflect adjustments made by the entity when using the
equity method if any, including fair value adjustments and modifications for differences in accounting

policy as needed:

Non-current assets
Current assets
Non-current liabilities
Current liabilities

Net assets

Reconciliation to carrying amount:

Balance as at 1 January
Share of profit

Dividends

Balance as at 31 December

2022 2021
12,083,318 12,788,320
1,526,016 1,268,769
(425,658)  (1,967,400)
(1,919,068) (633,040)
11,264,608 11,456,649
2022 2021
3,492,672 3,178,072
271,619 378,010
(398,738) (63,410)
3,365,553 3,492,672
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INVESTMENTS IN EQUITY ACCOUNTED INVESTEES (continued)

Summarized income statement of TSOC:

Revenue

Share of profit in associated companies

Profit after zakat
Total comprehensive income

9.2.2 Khair Inorganic Chemical Industries Company (Inochem)

2022 2021
985,768 1,099,855
554,498 911,532
834,466 1,334,193
834,466 1,334,193

The Group has a 30% interest in Inochem, a Saudi closed joint stock company and registered in the
Kingdom of Saudi Arabia. It will be engaged in production and sale of Dense Sodium Carbonate (Soda
Ash), Calcium Chloride and Calcium Carbonate. The commercial operations are not yet started. The
Group’s interest in Inochem is accounted for using the equity method in the consolidated financial
statements. The tables below provide summarised financial information for Inochem. The information
disclosed reflects the amounts presented in the financial statements of Inochem and not the Group’s

share of those amounts.

Non-current assets
Current assets
Non-current liabilities
Current liabilities

Net assets

Reconciliation to carrying amount:

Balance as at 1 January
Share of loss
Balance as at 31 December

Share of net current assets
Goodwill
Balance as at 31 December

Summarized income statement of Inochem:

General and administrative expenses
Loss after zakat
Total comprehensive loss

9.2.3 Saudi Acrylic Acid Company (SAAC)

2022 2021
2,189,824 1,700,137
9,759 18,993
(1,467,600) (861,351)
(177,957) (284,629)
554,026 573,150
2022 2021
189,753 194,614
(6,169) (4,861)
183,584 189,753
2022 2021
165,111 171,280
18,473 18,473
183,584 189,753
2022 2021
(20,948) (16,612)
(20,869) (13,557)
(20,452) (13,557)

The Group’s interest in SAAC is accounted for using the equity method in the consolidated financial
statements. During 2018, the recoverable amount of the investment in SAAC was determined to be Nil
and the entire carrying value of the investment was impaired. During 2022 and 2021, management
assessed and concluded that there were no indicators for reversal of impairment.
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10. LONG TERM INVESTMENTS

Notes 2022 2021
At fair value through profit or loss (“FVTPL”") 10.1 130,266 191,019
At fair value through other comprehensive income (“FVOCI”)  10.2 15,660 15,877
145,926 206,896
At amortized cost 10.3 45,000 45,000
190,926 251,896
10.1. At FVTPL
2022 2021
Listed securities
Riyad REIT Fund 37,050 73,875
Unlisted securities
Mutual fund units 93,216 117,144
130,266 191,019
10.2. At FvOCI
2022 2021
Equity shares 15,660 15,877

For investments in equity instruments, management has elected to classify them at FVOCI. These
represent investments in equity shares of an entity listed in KSA.

10.3. At amortized cost

This includes investments in various Sukuks which earn profit at prevailing market rates which are based
on Saudi inter-bank offer rate (SAIBOR). Break-up is as follows:

Number of
Date of certificates Amount

maturity 2022 2021 2022 2021
Ma’aden Phosphate February 2025 50,000 50,000 5,000 5,000
Banque Saudi Fransi November 2025 40 40 40,000 40,000
45,000 45,000

Presented in the statement of financial position as follows:
2022 2021

Non-current assets 45,000 45,000
Current assets - -
45,000 45,000

10.4. Movement in long-term investments FVTPL and FVOCI is as follows:

FVTPL FVOCI
Balance as at 1 January 2022 191,019 15,877
Disposals/ matured (56,999) -
Fair value loss (3,754) (217)
Balance as at 31 December 2022 130,266 15,660

50



Sahara International Petrochemical Company

A Saudi Joint Stock Company

Notes to the consolidated financial statements

For the year ended 31 December 2022

Expressed in Saudi Riyals in thousands unless otherwise stated

10. LONG TERM INVESTMENTS (continued)

FVTPL FVOCI
Balance as at 1 January 2021 184,845 15,522
Purchases 6,000 -
Disposals/ matured (7,890) -
Fair value gain 8,064 355
Balance as at 31 December 2021 191,019 15,877

10.5. Movement in long-term investments at amortized cost is as follows:

2022 2021
Balance as at 1 January 45,000 60,255
Investments matured during the year - (15,255)
Balance as at 31 December 45,000 45,000

11. DEFERRED TAX

Following are the major deferred tax assets and liabilities recognised by the Group and movements
thereon during the year:

11.1 Deferred tax assets

2022 2021
Balance as at 1 January 2,177 4,970
Debit/(credit) for the year 2,755 (2,793)
Balance as at 31 December 4,932 2,177

Deferred tax assets mainly relate to certain provisions that are not considered as deductible tax
expense. Management believes that future taxable profits will be available against which deferred tax
assets can be realised.

11.2 Deferred tax liabilities

2022 2021
Balance as at 1 January 55,417 49,400
Charge for the year 422 6,017
Balance as at 31 December 55,839 55,417

Deferred tax liabilities mainly relate to taxable temporary differences arising on property, plant and
equipment.
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12. LONG TERM PREPAID EMPLOYEES’ BENEFITS

Employees’ Employee Deferred

receivables loan costs Total
Balance as at 1 January 2022 583,508 13,508 129,620 726,636
Additions during the year - 3,290 6,960 10,250
Reclassification - (3,300) 3,300 -
Amortization - - (22,233) (22,233)
Deductions (78,295) (1,311) - (79,606)
Discount on employee receivables (1,499) (566) - (2,065)
Balance as at 31 December 2022 503,714 11,621 117,647 632,982
Balance as at 1 January 2021 757,505 6,640 175,957 940,102
Additions during the year - 10,811 660 11,471
Amortization - - (46,997) (46,997)
Deductions (163,628) (286) - (163,914)
Discount on employee receivables (10,369) (3,657) - (14,026)
Balance as at 31 December 2021 583,508 13,508 129,620 726,636

13. GOODWILL

On 31 December 2011, SMC acquired 100% of the voting shares of Sipchem Europe SA an unlisted
Company registered in Switzerland and subsidiary of Sipchem Europe Cooperative U.A, for a
consideration of SR 106 million. SR 30 million of goodwill arose on this transaction.

Further, as disclosed in Note 1 to these consolidated financial statements, on 16 May 2019, Sipchem
acquired 100% shares and voting interests in Sahara Petrochemicals Company ("Sahara") and obtained
control of Sahara. This business combination resulted in SR 600.9 million of goodwiill.

Goodwill has been allocated based on the assessed fair values to the following cash-generating units:

Cash-generating units Carrying amount

Sahara 342,295

Al-Waha 258,644
600,939

Goodwill is tested annually for any impairment by the Group’s management, using discounted cash flow
model. As a result of the goodwill assessment test performed during the year ended 31 December 2022,
management found no evidence of impairment in goodwill. The Group uses value in use as the basis to
determine the recoverable amounts. The key assumptions used are as follows:

e The projected cash flows used were based on 5 years’ cash flow forecast based on historical trends.
This is the best available information on projected sales and production volumes, sales prices and
production costs.

e The growth rate used to extrapolate cash flow projections beyond the period covered by the most
recent budgets/forecasts was 2% (2021: 2%). Management believes that the estimated growth rates
used do not exceed the average growth rates over the long term on the Group’s activities.

e Adiscount rate of 10% (2021: 10%) was applied to the cash flow projections, which is based on the
weighted average cost of capital.
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13 GOODWILL (continued)

The Group assessed sensitivity of the discounted cash flow model used to the following key

assumptions:

e Decreasing the growth rate used to extrapolate cash flow projections beyond the period covered by
the most recent budgets/forecasts by 1% still demonstrated a substantial headroom to the carrying

value of Goodwill.

e Increasing the discount rate by 1% still demonstrated a substantial headroom to the carrying value

of Goodwill.

As such, any reasonably expected changes to key assumptions will not have any material impact on the

carrying value of goodwill allocated to different cash-generating units.
14. OTHER NON-CURRENT ASSETS
Other non-current assets include lease receivables.

Movement in lease receivables is as follows:

2022 2021
Balance as at 1 January 37,584 3,349
Acquisitions - 33,116
Finance income on net investment in the lease 1,957 1,119
Adjustment (9,005) -
Balance as at 31 December 30,536 37,584
Amount recognized in statement of profit or loss

2022 2021
Finance income on net investment in the lease 1,957 1,119

The following table sets out the maturity analysis of lease receivables, showing undiscounted lease

payments to be received after reporting date:

2022 2021
Within 1 year 2,780 3,248
Between 1 to 5 years 11,122 12,990
Later than 5 years 22,243 29,228
36,145 45,466

15. INVENTORIES

Notes 2022 2021
Raw materials 205,821 117,528
Finished goods 151 815,143 665,470
Spare parts and consumables 395,486 407,173
1,416,450 1,190,171
Provision for slow moving stores and spares 15.2 (17,900) (49,328)
1,398,550 1,140,843
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15. INVENTORIES (continued)

15.1. As at 31 December, finished goods include inventories amounting to SR 44.0 million (2021: SR
21.7 million) which are semi-finished products.

15.2. Movement in provision for slow moving stores and spares is as follows:

2022 2021
Balance as at 1 January 49,328 47,591
Provision for the year 14,814 1,737
Reversal during the year (46,242) -
Balance as at 31 December 17,900 49,328
16. TRADE RECEIVABLES
Notes 2022 2021
Trade receivables - FVTPL 1,155,046 1,829,249
Trade receivables - at amortized cost 25,494 40,789
Less: impairment provision 16.1 (8,162) (7,623)
1,172,378 1,862,415
16.1. Movement in impairment provision is as follows:
2022 2021
Balance as at 1 January 7,623 70,027
Provision made during the year 539 4,767
Write-off through provision - (67,171)
Balance as at 31 December 8,162 7,623

Trade receivables include an amount of SR 322.2 million (2021: SR 485.4 million) from related parties.
For terms and conditions relating to related party receivables, refer to note 35. Trade receivables are
non-interest bearing and are generally on terms in accordance with the agreements with customers.

The management analyse customers outstanding balance on regular basis and write off any balance
which management realize to be un-collectible.

Trade receivables amounting to SR 832.7 million (2021: SR 764.6 million) are secured against letter of
credits and letter of guarantees.

Please refer note 20 on credit risk of trade receivables, which discusses how the Group manages and
measures credit quality of trade receivables.

17. PREPAYMENTS AND OTHER CURRENT ASSETS

2022 2021
Advances, deposits and prepayments 109,700 78,203
Due from related parties (note 35) 48,593 69,982
VAT input tax receivable 70,441 70,815
Accrued investment income 3,528 445
Others 14,091 7,627
246,353 227,072
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18. CASH AND CASH EQUIVALENTS
2022 2021
Cash in hand 323 347
Cash at bank 1,298,423 1,384,507
Short term deposits 1,157,189 1,281,250
2,455,935 2,666,104

Cash and cash equivalents include cash and bank balances, demand deposits, and highly liquid
investments with original maturities of three months or less. Short term deposits are held with local
commercial banks and yield financial income at the prevailing market rates having original maturities of
less than three months.

19. SHARE CAPITAL AND RESERVES
2022 2021
Authorized, issued and fully paid shares @ SR 10 each
As at 1 January and 31 December - number of shares 733,333,300 733,333,300
As at 1 January and 31 December - share capital (SR 000’s) 7,333,333 7,333,333

Other reserves

Other reserves include cash flow hedge reserve, fair value investment reserve, reserve for results of
sale/purchase of shares in subsidiaries, foreign currency translation reserve, share based payment
premium reserve, share based payment transactions reserve and unrealised gain/(loss) on employees’
benefits. The gains or losses resulting from sale/purchase of shares in subsidiaries, when the Group
continues to exercise control over the respective subsidiary, are booked in the reserve for the results of
sale/purchases of shares in subsidiaries.

Movement in other reserves during the year is as follows:

Cash flow Fair value Reserve for Foreign Shares  Remeasureme Total
hedge investment results of sale  currency based -nts on
reserve reserve /purchase of  translation payment employees’
shares in reserve  transaction benefits
2022 subsidiaries reserve
As at 1 January 2022 7,936 1,685 (393,640) (8,706) 7,796 (90,699) (475,628)
Exchange difference on
translation of foreign
operations - - - (2,476) - - (2,476)
Re-measurement gain on
defined benefit plans of the
Group - - - - - 42,338 42,338
Changes in the fair value of
investment (217) - - - - (217)
Charge against share based
payment - net - - - - 1,862 - 1,862
Net change in reserve for sale
purchase in subsidiaries 78,234 - - - 78,234
As at 31 December 2022 7,936 1,468 (315,406) (11,182) 9,658 (48,361) (355,887)
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19. SHARE CAPITAL AND RESERVES (continued)

Reserve for Shares

results of sale  Foreign based Remeasure
Cash flow Fairvalue /purchase of currency payment -ments on
hedge investment sharesin translation transaction employees’

2021 reserve reserve subsidiaries reserve reserve benefits Total

As at 1 January 2021 1,056 21,245 (1,252)  (8,319) 11,140 (135,755) (111,885)

Exchange difference on
translation of foreign

operations - - - (387) - - (387)
Changes in the fair value of

derivative financial

instruments 6,880 - - - - - 6,880
Re-measurement gain on

defined benefit plan - - - - - 45,056 45,056
Changes in the fair value of
investment 355 - - - - 355
Transfer to retained earnings - (19,915) - - - - (19,915)
Issuance of vested shares under
share based payment — net - - - - (3,344) - (3,344)
Net change in reserve for sale

purchase in subsidiaries - - (392,388) - - - (392,388)
As at 31 December 2021 7,936 1,685 (393,640) (8,706) 7,796 (90,699) (475,628)

As at 31 December 2022, the Group had following share-based payments arrangements:

Share purchase plan (Equity-settled)

The Group has offered to its employees, subject to an eligibility criteria, to participate in an employee
share purchase plan. At the inception of the plan, eligible employees are offered a fixed number of
shares at a 30% discount of the market price at grant date. The remaining 70% of the market value of
such shares at grant date is paid by employees through deductions from their monthly salaries over a
period of three years 3 years. The exercise price is fixed at the grant date and does not change.
Consequently, the employee is entitled to the risks and rewards of all share price movements
subsequent to the grant date.

The shares vest if the employees remain in service (vesting condition) for 3 years (vesting period) and
pay their portion of share purchase price (representing 70% of the market value of shares at grant date)
in full (non-vesting condition). Employees who cease their employment, before completion of the vesting
period, or elect not to exercise their options to purchase shares will be refunded their saved amounts.

31 December 2022:

Grant

Grant Number of date fair Exercise Contractual

date instruments Vesting conditions value price life of options
1-May-20 1,634,382 3 years services from grant date 13.8 9.7 3 Years
1-Nov-20 475,413 3 years services from grant date 16.6 11.6 3 Years
1-May-21 293,989 3 years services from grant date 23.8 16.7 3 Years
1-Nov-21 77,411 3 years services from grant date 44.2 30.9 3 Years
1-May-22 85,007 3 years services from grant date 56.2 394 3 Years
1-Nov-22 51,207 3 years services from grant date 42.3 29.6 3 Years
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19

31 December 2021:

SHARE CAPITAL AND RESERVES (continued)

Grant Contractual
Number of date fair Exercise life of
Grant date instruments Vesting conditions value price options
1-May-19 306,706 3 years services from grant date 21.0 14.7 3 Years
1-Nov-19 247,665 3 years services from grant date 16.7 11.7 3 Years
1-May-20 1,682,883 3 years services from grant date 13.8 9.7 3 Years
1-Nov-20 479,063 3 years services from grant date 16.6 11.6 3 Years
1-May-21 332,055 3 years services from grant date 23.8 16.7 3 Years
1-Nov-21 66,303 3 years services from grant date 44.2 30.9 3 Years

The Group has, under share based payments arrangements, cash and cash equivalent of SR 5.4 million
(2021: SR 24.2 million) and short-term investments of SR 20.1 million (2021: SR 20.2 million). The
expense recognized during the year arising from amortization of discount offered under share based
payments arrangements amounted SR 4.8 million (2021: SR 4.5 million).

Treasury shares

Treasury shares includes 9.2 million shares (2021: 6.8 million shares) of Sipchem held by the Group.

Statutory reserve

In accordance with Company's Articles of Association, the Company has established a statutory reserve
by the appropriation of 10% of net income until the reserve equals 30% of the share capital. This reserve
is not available for distribution to shareholders.

20. FINANCIAL INSTRUMENTS

20.1. Financial assets

At At
2022 amortized At FVTPL FVOCI Total
Short term investments 130,000 20,019 - 150,019
Long term investments 45,000 130,266 15,660 190,926
Trade receivables (note 16) 17,332 1,155,046 - 1,172,378
Other current assets 143,851 - - 143,851
Cash and cash equivalent (note 18) 2,455,935 - - 2,455,935
2,792,118 1,305,331 15,660 4,113,109
At amortized At At
2021 cost FVTPL FVOCI Total
Short term investments - 20,223 - 20,223
Long term investments 45,000 191,019 15,877 251,896
Trade receivables (note 16) 33,166 1.829,24 - 1,862,415
Other current assets 140,360 - - 140,360
Cash and cash equivalent (note 18) 2,666,104 - - 2,666,104
2,884,630 2,040,449 15,877 4,940,998
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20. FINANCIAL INSTRUMENTS (continued)
20.2. Financial liabilities
Financial liabilities measured at amortized cost:

a. Loans and borrowings

2022 2021
Current loans and borrowings
Shari’a compliant loans (Note 20.2.1) 272,883 498,820
Saudi Industrial Development Fund (“SIDF”) (Note 20.2.2) 11,502 84,000
284,385 582,820

Other current loans
Short term loan (Note 20.2.3) - 70,000
Total current loans and borrowings 284,385 652,820
Non-current loans and borrowings
Shari’a compliant loans 3,049,133 4,712,324
Saudi Industrial Development Fund (“SIDF”) - 9,148
Total non-current loans and borrowings 3,049,133 4,721,472
Total loans and borrowings 3,333,518 5,374,292
Aggregate maturities of the long term loans at 31 December were as follows:

2022 2021
2022 - 652,820
2023 284,385 1,224,609
2024 930,512 1,034,498
2025 587,368 600,833
2026 741,592 1,023,589
2027 and thereafter 789,661 837,943

3,333,518 5,374,292

There were no significant non-cash movement in the balances during the years ended 31 December

2022 and 2021.

b. Other financial liabilities

Lease liabilities (note 7)
Trade payables
Accrued expenses and other current liabilities (note 24)

Total other financial liabilities measured at amortized cost

Total financial liabilities measured at amortized cost

2022 2021
138,848 164,727
251,003 312,325

1,052,463 938,945
1,442,314 1,415,997
4,775,832 6,790,289
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20. FINANCIAL INSTRUMENTS (continued)
20.2.1 Shari’a compliant bank loans

The Group entered into Shari’a compliant credit facility agreements with individual financial institutions
as well as syndicates of financial institutions. The loans are secured by second priority mortgage on the
assets already mortgaged to SIDF. The loans are repayable in unequal semi-annual instalments. The
loans carry financial charges at SAIBOR plus a fixed margin. The agreements include covenants to
maintain certain financial ratios. As at 31 December 2022, the Group was in compliance with such
covenants.

20.2.2 Secured loan - Saudi Industrial Development Fund

The Saudi Industrial Development Fund (“SIDF”) granted loans to IPC, SCC and GACI. These loans are
secured by guarantees from shareholders of relevant affiliates proportionate to their respective
shareholdings and a first priority mortgage on all present and future assets. The loans are repayable in
unequal semi-annual instalments. The loan agreements include covenants to maintain financial ratios
during the loans period. Management fees and follow-up fees are charged to the loans as stated in the
loan agreements. As at 31 December 2022, SAT is in covenant breach of current ratio, total liability to
tangible net worth ratio and Capex requirement for SIDF loan. Accordingly, entire SIDF outstanding
liability related to SAT has been classified as current liability.

20.2.3 Short term loan

During 2021, the Group has taken short term loan from the bank. The loan carry financial charges at
market rates which are based on SAIBOR plus a fixed margin.

20.3. Financial assets measured at fair value

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
data is available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs. All assets and liabilities for which fair value is measured or disclosed in
the consolidated financial statements are categorised 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 following table shows the carrying amounts and fair values of financial assets, including their levels
in the fair value hierarchy for financial instruments measured at fair value. It does not include fair value
information for financial assets not measured at fair value if the carrying amount is a reasonable
approximation of fair value.

As at 31 December 2022 and 2021, the fair values of the Group’s financial instruments at amortised
cost, other than non-current financial instruments are estimated to approximate their carrying values as
these financial instruments are short term in nature and are expected to be realized at their carrying
amounts within twelve months from the date of statement of financial position. Fair values of non-current
financial liabilities are estimated to approximate their carrying amounts as these carry interest rates
which are based on prevailing market interest rates.
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20. FINANCIAL INSTRUMENTS (continued)

Carrying amount Fair value Level 1 Level 2 Level 3
As at 31 December 2022

Trade receivables 1,155,046 1,155,046 - 1,155,046 -
Short term_investments
Equity securities 20,019 20,019 20,019 - -
Long term investments
Listed mutual fund 37,050 37,050 37,050 - -
Unlisted mutual fund 93,216 93,216 - 93,216 -
Equity shares 15,660 15,660 15,660 - -
Total 1,320,991 1,320,991 72,729 1,248,262 -

Carrying amount Fair value Level 1 Level 2 Level 3

As at 31 December 2021

Trade receivables 1,829,249 1,829,249 - 1,829,249 -
Short term investments
Equity securities 20,223 20,223 20,223 - -
Long term investments
Listed mutual fund 73,875 73,875 73,875 - -
Unlisted mutual fund 117,143 117,143 - 117,143 -
Equity shares 15,878 15,878 15,878 - -
Total 2,056,368 2,056,368 109,976 1,946,392 -

Fair value of trade receivables is based on information provided by the marketers which is based on
published market prices of goods sold by the Group as adjusted for shipping and handling costs
estimated by the marketers, if any. At 31 December 2022, the Group had 10 customers (2021: 10
customers) representing SR 564 million (2021: SR 1,100 million) altogether and accounted for
approximately 45% (2021: 59%) of the total trade receivables. During the years ended 31 December
2022 and 2021, the Group had no individual customers with revenue representing more than 10% of
the consolidated revenue.

20.4. Financial instruments risk management objectives and policies

The Group is exposed to market risk, credit risk and liquidity risk. The Group’s senior management
oversees the management of these risks. The Group’s financial risk activities are governed by
appropriate policies and procedures. Financial risks are identified, measured and managed in
accordance with group policies and risk appetite. All activities for risk management purposes are carried
out by teams that have the appropriate skills, experience and supervision. It is the Group’s policy that
no trading in derivatives for speculative purposes may be undertaken. The Board of Directors reviews
and agrees policies for managing each of these risks, which are summarised below.

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market prices comprise three types of risk: interest rate risk,
currency risk and other price risk such as equity price risk and commodity price risk. Financial
instruments affected by market risk include borrowings, investments and trade receivables.
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20. FINANCIAL INSTRUMENTS (continued)

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 Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s debt obligations with floating interest rates. To manage
this, the Group has a policy to assess implications of changes in interest rates and evaluate need of
entering into interest rate swaps, in which it agrees to exchange, at specified intervals, the difference
between fixed and variable rate interest amounts calculated by reference to an agreed-upon notional
principal amount. At 31 December 2022, fixed amount of interest on outstanding long term loan is
approximately around 27% (2021: 39%) of finance charges on loans.

Interest rate sensitivity
The following table demonstrates the sensitivity to a reasonably possible change in interest rates on that
portion of borrowings, after the impact of hedge accounting (if any). With all other variables held
constant, the Group’s profit before zakat and income tax is affected through the impact on floating rate
borrowings, as follows:
Increase/ Effect on profit before
decrease Zakat and income tax

31 December 2022
Impact in SR in million due to change in base point +50 bps 16.6
Impact in SR in million due to change in base point -50 bps (16.6)

31 December 2021
Impact in SR in million due to change in base point +50 bps 26.5
Impact in SR in million due to change in base point -50 bps (26.5)

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. The Group’s exposure to the risk of changes
in foreign exchange rates relates primarily to the Group’s operating activities (when revenue or expense
is denominated in a different currency from the Group’s functional currency) and the Group’s net
investments in foreign subsidiaries including foreign currency amounts due from related parties. The
Group is subject to fluctuations in foreign exchange rates for Australian dollar (“AUD”) and Euros. The
Group’s transactions in USD are not subject to foreign currency risk as the SR is pegged to USD. The
currency risk is monitored at the Group level. The Group monitors the fluctuations in exchange rates
and manages its foreign currency risk by closely monitoring the fluctuations in foreign currencies and
purchasing such currencies if the market conditions are favourable. As at 31 December 2022, the
Group’s exposure to foreign currency risk was not material as a reasonable possible change in the
exchange rate of AUD or Euros will not have a material impact on the Group’s profit before zakat and
income tax.

Commodity price risk

The Company is exposed to the impact of market fluctuations of the price of various inputs to production,
mainly propane, ethane, ethylene, propylene, natural gas and utilities, with many of the inputs correlated
to the prices of crude oil. The Company is also subject to commaodity price risk on provisional price sales
to marketers and off takers as the final price will fluctuate due to change in market prices of products.
To manage the risk, the Board of Directors has developed and enacted a risk management strategy
which includes procuring long term fixed-price contracts where possible to deal with commodity price
risk. Further, prices of certain variable-price inputs like propane, propylene, ethylene are relatively co-
related to the sales price of the final product sold by the group, which also mitigates the exposure.
Sensitivity of the Group’s product portfolio to volatility in crude oil prices cannot be reasonably
determined and, therefore, has not been disclosed. The commaodity price risk related to provisional price
sales is not expected to be material as the time period between the provisional sale and final sale to
customers is not more than few days and therefore any price movements between both dates is usually
not material.
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20. FINANCIAL INSTRUMENTS (continued)

Sensitivity analysis - Equity price risk

Group’s listed equity investments are listed on the Saudi Stock Exchange (Tadawul). As at 31 December
2022, the Group’s exposure to equity price risk was not material as a reasonable possible change in the
share price will not have a material impact on the Group’s profit before zakat and income tax.

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or
customer contract, leading to a financial loss. The Group is exposed to credit risk from its operating
activities (primarily for trade receivables at amortised cost) and from its financing activities, including
deposits with banks and financial institutions, foreign exchange transactions and other financial
instruments. The maximum exposure to credit risk at the reporting date is the carrying value of each
class of financial assets and contract assets, as disclosed below.

Financial instruments 2022 2021
Long term investments 45,000 45,000
Trade receivables and due from related parties 65,925 103,148
Short term investments 130,000 -
Other current assets 143,851 140,360
Cash and cash equivalents 2,455,935 2,666,104

Cash and cash equivalents and investments represent low credit risks as they are placed with reputable
local banks and institutions with good credit ratings.

Trade receivables and due from related parties are recorded net of expected credit loss. Also see note
35.5 for credit risk on financial guarantee contracts.

Trade receivables at amortised cost and contract assets

Customer credit risk is managed subject to the Group’s established policy, procedures and control
relating to customer credit risk management. Credit quality of the customer is assessed based on an
extensive credit rating scorecard and individual credit limits are defined in accordance with this
assessment. Outstanding customer receivables are regularly monitored and any shipments to major
customers are generally covered by letters of credit or other forms of credit insurance.

The requirement for an impairment is analysed at each reporting date on an individual basis for major
clients. Additionally, a large number of minor receivables are grouped into homogenous groups and
assessed for impairment collectively. The Group evaluates the concentration of risk with respect to trade
receivables as normal, as its customers are located in several jurisdictions and industries and operate
in largely independent markets.

Expected credit loss assessment for customers as at 31 December 2022
The Group allocates each exposure to a credit risk grade based credit risk characteristics and the days
past due. The expected loss rates are based on the payment profiles of the customers on due dates.

The following table provides information about the exposure to credit risk and ECLs for trade receivables
and contract assets from customers:

Gross carrying

31 December 2022 ECL impairment rate amount ECL impairment
Current (not past due) - 14,871 -
0-90 days past due - - -
91-120 days past due 40% 4,101 (1,640)
121-180 days past due 100% - -
181-360 days past due 100% 1,366 (1,366)
More than 360 days past due 100% 5,156 (5,156)
25,494 (8,162)
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20. FINANCIAL INSTRUMENTS (continued)

Gross carrying

31 December 2021 ECL impairment rate amount ECL impairment
Current (not past due) - 16,919 -
0-90 days past due - 13,716 -
91-120 days past due 40% 4,201 (1,670)
121-180 days past due 100% - -
181-360 days past due 100% - -
More than 360 days past due 100% 5,953 (5,953)

40,789 (7,623)

ECL impairment rates are based on actual credit loss experience over the past years. These rates are
reflective of economic conditions during the period over which the historical data has been collected,
current conditions and the Group’s view of economic conditions over the expected lives of the
receivables.

Financial instruments and cash deposits

Credit risk from balances with banks and financial institutions is managed by the Group’s treasury
department in accordance with the Group’s policy. Investments of surplus funds are made only with
approved counterparties and within credit limits assigned to each counterparty. Counterparty credit limits
are reviewed by the Group’s Board of Directors on an annual basis, and may be updated throughout the
year subject to approval of the Group’s Finance Committee. The limits are set to minimise the
concentration of risks and therefore mitigate financial loss through potential counterparty’s failure to
make payments. The Group’s maximum exposure to credit risk for the components of the statement of
financial position is the carrying amounts as illustrated in note 16.

Liquidity risk

Liquidity risk is the risk that the Group may encounter difficulty in raising funds to meet commitments
associated with financial instruments. Liquidity risk may result from an inability to sell a financial asset
quickly at an amount close to its fair value. The Group manages its liquidity risk by managing the working
capital and ensuring that bank facilities are available.

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual
undiscounted payments:

Carrying On Less than 6to 12 1to5
As at 31 December 2022 value demand 6 months months years > 5years Total
Lease liabilities 138,848 - 5,124 5,124 38,728 118,632 167,608
Trade and other
payables 251,003 - 251,003 - - - 251,003
Accrued expenses and
other current
liabilities 1,052,463 - 1,052,463 - - - 1,052,463
Long term borrowings 3,333,518 - 250,182 235,216 3,095,369 310,421 3,891,188
Financial guarantee 123,200 123,200 - - - - 123,200
4,899,032 123,200 1,558,772 240,340 3,134,097 429,053 5,485,462
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20. FINANCIAL INSTRUMENTS (continued)

As at 31 December  Carrying On Lessthan 6to12 1to5

2021 value demand 6 months months years > 5 years Total
Lease liabilities 164,727 - 5,124 5,124 38,728 127,989 176,965
Trade and other

payables 312,325 - 312,325 - - - 312,325

Accrued expenses
and other current

liabilities 938,945 - 938,945 - - - 938,945
Long term
borrowings 5,374,292 - 452,659 322,349 4,150,245 892,916 5,818,169
Financial guarantee 123,200 123,200 - - - 123,200
Short term
borrowings 70,000 - - 70,000 - - 70,000

6,983,489 123,200 1,709,053 397,473 4,188,973 1,020,905 7,439,604

Capital management

The primary objective of the Group’s capital management is to ensure that it maintains a strong credit
rating and healthy capital ratios in order to support its business and maximize shareholder value. The
Group’ Board of Directors manages its capital structure and makes adjustments to it in light of changes
in economic conditions and the requirements of the financial covenants. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders, return capital to shareholders or
issue new shares. The Group monitors capital using a gearing ratio and current ratio. The Group’s policy
is to keep a maximum gearing ratio of 3:1 and minimum current ratio of 1:1 which it was in compliance
with as at 31 December 2022 and 2021. Gearing ratio is calculated as the percentage of total liabilities
to total liabilities and equity.

In order to achieve this overall objective, the Group’s capital management, amongst other things, aims
to ensure that it meets financial covenants attached to borrowings that define capital structure
requirements. Breaches in meeting the financial covenants may lead to call-back of facilities. See note
20.2 for details of covenant compliance.

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 Group’s performance to developments
affecting a particular industry. In order to avoid excessive concentrations of risk, the Group’s policies
and procedures include specific guidelines to focus on the maintenance of a diversified portfolio.
Identified concentrations of credit risks are controlled and managed accordingly. During the years ended
31 December 2022 and 2021, the Group did not have a significant concentration of revenue transactions
from any individual foreign countries.

21. CONTRACTUAL LIABILITIES

Contractual liabilities mainly include the following:

e Advance received for usage of certain shared facilities by a joint venture which will be adjusted over
the duration of the shared facilities usage contract. As at 31 December 2022, outstanding balance
was amounted to SR 47.4 million (2021: SR 52.1 million) including SR 4.6 million (2021: SR 4.6
million) which is classified as current.

e An expected credit loss provision against a financial guarantee contract amounting to SR 123.2
million classified as current liability (2021: SR 123.2 million classified as non-current liability).
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22. EMPLOYEES’ BENEFITS

Notes 2022 2021
Post-employment benefits 221 535,688 531,027
Thrift plan 22.2 51,588 42,669
587,276 573,696

22.1. Post-employment benefits

The Group has a post-employment defined benefit plan. The benefits are required by Saudi Labour and
Workmen Law. The Group and its subsidiaries recognized the benefits in the consolidated statement of
profit and loss. The benefit is based on employees’ final salaries and allowances and their cumulative
years of service, as stated in the laws of Saudi Arabia. The following table summarizes the components
of the net benefit expense recognized in the consolidated statement of profit or loss and consolidated
statement of comprehensive income and amounts recognized in the consolidated statement of financial

position.

Net benefit expense recognised in consolidated income statement:

2022 2021
Current service cost 65,895 73,968
Interest cost on defined benefit obligation 12,896 17,189
78,791 91,157

Re-measurements recognised in consolidated statement of comprehensive income:

2022 2021
(Gain) Loss due to change in financial assumptions (67,215) 23,301
Gain due to change in demographic assumptions - (38,483)
Loss / (gain) due to change in experience adjustments 24,809 (27,316)
(42,406) (42,498)
Share of loss (income) from joint venture and associates 935 (3,274)
(41,471) (45,772)

Movement in the present value of defined benefit obligation:

2022 2021
As at 1 January 531,027 616,840
Current service cost 53,672 63,728
Interest cost on benefit obligation 12,896 17,189
Actuarial gain on the obligation (42,406) (42,498)
Transfers 2,943 479
Benefits paid during the year (22,444) (124,711)
As at 31 December 535,688 531,027

Significant assumptions used in determining the post-employment defined benefit obligation includes

the following:
2022 2021
Discount rate 4.2% 2.48%
Future salary increases 4.2% 4.2%
Mortality rates A1949-52 A1949-52

Rates of employee turnover 12% per annum
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22. EMPLOYEES’ BENEFITS (continued)

Assumptions regarding future mortality have been based on published statistics and mortality tables. A
quantitative sensitivity analysis for discount rate and salary increases on the defined benefit obligation
as at 31 December 2022 is shown below:

Assumptions Discount rate

Sensitivity analysis 0.5% increase 0.5% decrease
Defined benefit obligation as at 31 December 2022 521,482 594,464
Defined benefit obligation as at 31 December 2021 512,411 551,662

Salary increase

0.5% increase 0.5% decrease
Defined benefit obligation as at 31 December 2022 596,515 518,994
Defined benefit obligation as at 31 December 2021 552,350 511,563

The sensitivity analyses above have been determined based on a method that extrapolates the impact
on the defined benefit obligation as a result of reasonable changes in key assumptions occurring at the
end of the reporting period. The sensitivity analysis is based on a change in a significant assumption,
keeping all other assumptions constant. The sensitivity analysis may not be representative of an actual
change in the defined benefit obligation as it is unlikely that changes in assumptions would occur in
isolation of one another. The average duration of the defined benefit obligation at the end of the reporting
period is 7 years (2021: 7 years). The expected maturity analysis of undiscounted post-employment
benefits is as follows:
Less than a Between 1-2 Between 2 -5

year years years Over 5 years Total
2022 79,814 69,078 208,876 1,049,246 1,407,014
2021 66,957 57,523 176,785 939,687 1,240,952

22.2. Thrift Plan

The Group maintains an employee's savings plan for its Saudi employees. The contribution from the
participants are deposited in a separate bank account. The Company's contribution under the savings
plan is charged to profit or loss.

23. DECOMMISSIONING LIABILITY

2022 2021
Balance as at 1 January 132,221 137,758
Reduction during the year - (11,848)
Charge for the year 6,621 6,311
Balance as at 31 December 138,842 132,221

24. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Notes 2022 2021

Goods received invoices not received 556,305 409,396
Distribution costs accruals 110,178 108,443
Due to related parties 35 110,294 92,005
Donations 63,219 46,663
Finance costs accruals 28,211 30,451
SEIP Payable 40,421 31,869
Employees related liabilities 9,574 29,220
Others 134,261 190,898

1,052,463 938,945
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24.1 Provision for precious metals

1 January
Provision
31 December

25. ZAKAT AND INCOME TAX PAYABLE

Zakat payable
Income tax payable

2022 2021
440,283 234,509
64,775 205,774
505,058 440,283

2022 2021
473,142 483,563
15,911 78,667
489,053 562,230

During 2012, the Company received an approval from ZATCA in the Kingdom of Saudi Arabia to file
consolidated zakat returns of the Company and its 100% owned Saudi subsidiaries. The Company has
filed consolidated zakat returns while non-wholly owned subsidiaries have filed their zakat and income

tax returns with ZATCA up to the years ended 31 December 2021.

Zakat is payable at 2.578% of the zakat base, excluding adjusted profit for the year, attributable to the
Saudi shareholders. Zakat on adjusted profit for the year is payable at 2.5%. Income tax is payable at
20% of taxable income attributable to foreign shareholders in certain subsidiaries.

The movement in the zakat and income tax payable is as follows:

Zakat Income tax Total
Balance as at 1 January 2022 483,563 78,667 562,230
Current year charge 169,284 85,681 254,965
Prior year (over)/provision (23,754) 2,218 (21,536)
Payments during the year (155,951) (150,655) (306,606)
Balance as at 31 December 2022 473,142 15,911 489,053

Zakat Income Tax Total
Balance as at 1 January 2021 223,309 (3,464) 219,845
Current year charge 344,866 89,595 434,461
Prior year (over)/provision 4,355 1,436 5,791
Payments during the year (88,967) (8,900) (97,867)
Balance as at 31 December 2021 483,563 78,667 562,230

The zakat, current tax and deferred tax charge/(credit) for the years ended 31 December comprises of

the following:

2022

Company’s share in zakat and income taxes

Income tax attributable to non-controlling
interest

Deferred tax (note 11)
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25. ZAKAT AND INCOME TAX PAYABLE (continued)

Zakat Income  Deferred
2021 tax tax Total
Company’s share in zakat and income taxes 349,221 5,473 - 354,694
Income tax attributable to non-controlling interest - 85,558 - 85,558
Deferred tax (note 11) - - 8,810 8,810
349,221 91,031 8,810 449,062

Outstanding assessments:

The Group is subject to zakat and income tax in accordance with the Zakat, Tax and Customs Authority
(“ZATCA”) regulations. Zakat and income tax computation involves relevant knowledge and judgment
of the zakat and tax rules and regulations to assess the impact of zakat liability at a particular year end.
This liability is considered an estimate until the final assessment by ZATCA has been completed until
which the Group retains exposure to additional zakat and tax liability. Wherever necessary, the Group
has recorded estimated additional zakat and income tax liability in respect of the following open
assessments.

Sahara International Petrochemical Company (Sipchem)

Sipchem has finalized its zakat status with ZATCA up to 2008 and received assessments for the years
up to 2018 resulting in additional liability of SR 148.3 million (2021: SR 148.3 million), which are still
under various stages of appeal. The management believes that sufficient provisions are recorded, and
no additional material liability is likely to arise from open assessments, once finalized.

Subsidiaries

Certain subsidiaries in KSA file their zakat and income tax returns individually. Some of these
subsidiaries have received assessments for several years from the ZATCA, resulting in additional
liability amounting to SR 77.3 million (2021: SR 74.3 million). The subsidiaries have submitted appeals
against these assessments which are still under review. The management believes sufficient provisions
are recorded by the Group wherever necessary and no material additional liability is likely to arise from
open assessments, once finalized.

26. REVENUE

26.1. Revenue streams

2022 2021
Sale of goods at a point in time 10,488,297 9,182,313
Movement between provisional and final price (253,777) 487,855
Sales of specific products 19,108 16,526
Total revenue 10,253,628 9,686,694

In the following table, revenue from contracts with customers is disaggregated by primary geographical
market, major products and service lines and timing of revenue recognition.

2022 2021
Primary geographic markets
Foreign countries 9,363,363 8,907,500
Saudi Arabia 890,265 779,194
10,253,628 9,686,694
Timing of revenue recognition
Product transferred at a point in time 10,234,520 9,670,168
Product transferred over time 19,108 16,526
10,253,628 9,686,694
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26. REVENUE (continued)

26.2. Contract balances
The following table provides information about receivables, contract assets and contract liabilities from
contracts with customers:

2022 2021
Receivables included in trade receivables 1,171,261 1,861,833
Contract assets included in trade receivables 1,117 582
Contractual liabilities 178,027 180,300

The contract assets primarily relate to the Group’s rights to consideration for work completed but not
billed at the reporting date. The contract assets are transferred to receivables when the rights become
unconditional. This usually occurs when the Group issues an invoice to the customer. During 2022 all
contract assets outstanding as at 31 December 2021 were billed and realized.

27. COST OF REVENUES

2022 2021
Cost of inventories 3,931,337 2,791,502
Depreciation and amortization 813,626 823,459
Employee related costs 473,108 559,403
Others 196,882 169,975
5,414,953 4,344,339

28. SELLING AND DISTRIBUTION EXPENSES
Selling and distribution expenses mainly include freight charges and other shipping and handling costs.

29. GENERAL AND ADMINISTRATIVE EXPENSES

2022 2021
Employees’ related costs 304,641 337,462
Depreciation and amortization 109,762 182,639
Legal and professional expenses 12,969 12,703
Research related expenses 7,818 12,937
Board of directors’ expenses 9,141 11,679
Donations 28,381 31,523
Others 22,986 62,107
495,698 651,050

30. FINANCE COST

Notes 2022 2021
Finance charges on loans 162,499 180,281
Charges for precious metal 44,451 79,149
Interest cost on defined benefit obligation 10,448 14,510
Commission on letters of credit and guarantees 8,874 8,068
Un-winding cost of decommissioning liability 23 6,621 6,311
Interest on lease liabilities 7 4,588 4,791
Others 7,435 21,821
244,916 314,931
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31. OTHER (EXPENSES) / INCOME, NET

Other expenses mainly includes the write-off of plant and inventories in one of the Group’s subsidiary
(“SSPC”). Accordingly, a write-off amounting to SR 36.4 million has been recorded and included in the
other expenses. Other income/(expenses), net for 2021 primarily include an expected credit loss
provision against a financial guarantee contract amounting to SR 30.8 million (2022: Nil).

32. EARNINGS PER SHARE

Basic earnings per share for profit attributable to ordinary shares holders for the year ended 31
December 2022 and 2021 are computed based on the weighted average number of shares outstanding
during such years. Diluted earnings per share for profit attributable to ordinary shares holders for the
year ended 31 December 2022 and 2021 (restated see note 38, as the dilutive impact of share based
payments was not considered in 2021), are computed based on the weighted average humber of shares
outstanding during such years adjusted for treasury shares.

2022 2021
Profit for the year attributable to equity holders of Sipchem 3,595,291 3,591,844
Welghted average number of shares used in calculating basic 725122 727.162
earnings per share
W(_alghted average number of shares used in calculating 733,333 733,333
dilutive earnings per share
Basic earnings per share 4.96 4.94
Diluted earnings per share 4.90 4.90

33. DIVIDENDS

On 29 June 2022, Board of Directors approved to distribute cash dividends for the first half of 2022
amounting to SR 1,270.9 million (i.e. SR 1.75 per share) which was paid on 26 July 2022.

On 30 November 2022, Board of Directors approved to distribute cash dividends for the second half of
2022 amounting to SR 1,087.7 million (i.e. SR 1.5 per share) which was paid on 15 December 2022.

34. COMMITMENTS AND CONTINGENCIES

. The capital expenditure contracted by the Group but not incurred till 31 December 2022 was
approximately SR 263.2 million (2021: SR 143.8 million).

e At 31 December 2021, banks have issued guarantees and letters of credit on behalf of the Group
amounting to SR 556.3 million (2021: SR 515.7 million).

e  Also see note 25 for details on zakat and income tax assessments.

35. RELATED PARTY TRANSACTIONS AND BALANCES

Related parties include the Company’s shareholders, associates and their shareholders, joint
arrangements and their shareholders, non-controlling interests, key management personnel, directors,
and entities controlled, jointly controlled or significantly influenced by such parties. During the period,
the Group transacted with the following related parties:

Name Relationship
Japan Arabia Methanol Company Limited Shareholder of a subsidiary (non-controlling
(“JAMC”) interest)

Shareholder of a subsidiary (non-controlling
Hanwha Chemical Malaysia Sdn Bhd (“Hanwha”) interest)

SAMAPCO Joint venture
LSIG Joint venture
National Industrialization Company (“Tasnee”) Share holder of an associate
Basell Arabia Investments Limited and its

associates (“Lyondell Basell”) Shareholder of a joint operation
Saudi Ethylene and Polyethylene Company

(“SEPC”) Indirect associate
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35. RELATED PARTY TRANSACTIONS AND BALANCES (continued)

35.1. Significant transactions with related parties other than key management personnel

Related party Nature of transaction 2022 2021
Hanwha Sales made to Hanwha 753,153 756,880
JAMC Sales made to JAMC 384,761 431,933
SAMAPCO Shared service cost charged to SAMAPCO 109,732 109,367
Allocation of HOP finance cost to SAMAPCO 2,564 1,091
Sales made to Lyondell Basell 437,123 466,729
Lyondell Basell Shared services cost charged to Lyondell Basell 32,512 35,198
Allocation of HOP finance cost to Lyondell Basell 778 591
SEPC Purchase of ethylene by Al-Waha 96,238 80,950
Purchase of ethylene by IVC 565,728 409,751

Acquisition of rights to feedstock supply and
Tasnee marketing arrangements - 285,000

The prices and terms of the above transactions were approved by the Board of Directors of the
subsidiaries of the Group.

35.2. The above transactions resulted in the following unsecured balances with related parties:

i) Trade receivables (Note - 16)
2022 2021
Lyondell Basell 186,433 297,407
Hanwha 85,665 141,643
JAMC 50,069 46,381
322,167 485,431
i) Prepayments and other current assets (Note - 17)
2022 2021
SAMAPCO 37,594 58,064
Lyondell Basell 10,074 11,918
LSIG 925 -
48,593 69,982
iii) Accrued expenses and other current liabilities (Note - 24)
2022 2021
SAMAPCO 48,971 26,040
Lyondell Basell 54,024 58,692
Hanwha 7,299 7,273
110,294 92,005
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35. RELATED PARTY TRANSACTIONS AND BALANCES (continued)

35.3. Key management personnel

Key management personnel of the Group comprise of the Board of Directors and key members of
management having authority and responsibility for planning, directing and controlling the activities of
the Group. Key management personnel compensation also includes the proportionate benefits of key
management personnel of Sahara after business combination. The key management personnel
compensation is as follows:

2022 2021
Short-term employee benefits 10,757 10,298
End of service benefits 4,044 3,549
Thrift plan 1,225 1,170
Share based payment transactions 179 138
Total compensation related to key management personnel 16,205 15,155

35.4. Terms and conditions of transactions with related parties

The sales to and purchases from related parties are made at mutually agreed terms. Outstanding
balances at the year-end are unsecured, interest free and settled in cash. For the year ended 31
December 2022, the Group has assessed and concluded that no impairment is required for amounts
owed by a related party. 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.

35.5. Guarantees

Sahara has provided financial guarantee to a lender of Saudi Acrylic Polymer Company (SAPCO), a
subsidiary of TSOC. As at 31 December 2022, the Group has recorded expected credit loss provision
amounting to SR 123.2 million (2021: SR 123.2 million) against such financial guarantee which
represents the maximum amount of potential cash outflow under such guarantee contract.

36. CONVENTIONAL AND NON-CONVENTIONAL FINANCING AND INVESTING ACTIVITIES

Components of consolidated statement of financial position

2022 2021

Cash and cash equivalents - non-conventional
Current murabaha (including fixed term deposits) 1,157,189 1,301,250
Current accounts (excluding fixed term deposits) 1,298,746 1,364,854

2,455,935 2,666,104
Long term investments - non-conventional 190,926 251,896
Short term investments - non-conventional 150,019 20,223
Borrowings - non-conventional 3,333,518 5,374,292

Borrowings - conventional - -

In March 2021, the Group refinanced the conventional borrowing and replaced it with a Shari’a compliant
borrowing making all of its borrowings non-conventional.

37. SUBSEQUENT EVENTS

No adjusting event occurred between 31 December 2022 and the date of approval of the consolidated
financial statements by the Board of Directors, which may have an impact on the consolidated financial
statements.
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38. COMPARATIVE FIGURES

During 2022, to comply with the requirements of IFRS, the Group has:

a)

b)

c)

d)

Re-assessed its position in relation to the control over GACI and concluded that GACI meets the
definition of a joint venture and accordingly should be deconsolidated and accounted for under the
equity method of accounting;

Reclassified impairment of non-financial assets relating to the year 2021 amounting to SR 160.0
million, from "Other expenses, net" to a separate line item in the consolidated statement of profit or
loss, for a representative presentation of the Group's operating profit;

Reclassified shipping and handling costs amounting to Saudi Riyals 222.6 million from “Selling and
distribution expenses” to “Revenue” in the consolidated statement of profit or loss based on the
incoterms of the underlying transactions; and

Reclassified provision for precious metals, previously included under “Accrued expenses and other
current liabilities”, separately as “Provision for precious metals” in the statement of financial position.

As a result of the above, management has restated the comparative 2021 financial statements as

follows:
i) Consolidated statement of financial position as at 31 December 2021
Note Previously Adjustment Restated

Property, plant and equipment a 12,218,031 (35,096) 12,182,935
Right-of-use assets a 120,128 (169) 119,959
Intangible assets a 606,185 (36) 606,149
Investments in equity accounted investees a 3,963,423 27,171 3,990,594
Long term prepaid employees' benefits a 728,614 (1,978) 726,636
Total non-current assets 18,558,520 (10,107) 18,548,413
Inventories a 1,145,427 (4,584) 1,140,843
Prepayments and other current assets a 227,367 (295) 227,072
Cash and cash equivalents a 2,690,390 (24,286) 2,666,104
Total current assets 5,945,822 (29,165) 5,916,657
Total assets 24,504,342 (39,272) 24,465,070
Non-controlling interests a 1,110,469 26,460 1,136,929
Total equity 15,695,618 26,460 15,722,078
Long-term advances from

non-controlling interests a 54,802 (54,802) -
Lease liabilities a 154,157 (169) 153,988
Employees' benefits a 574,097 (401) 573,696
Decommissioning liability a 133,408 (1,187) 132,221
Total non-current liabilities 5,872,523 (56,559) 5,815,964
Current portion of lease liabilities a 10,744 (5) 10,739
Trade payables a 312,333 (8) 312,325
Accrued expenses and

other current liabilities a 1,387,741 (448,796) 938,945
Provision for precious metals d - 440,283 440,283
Zakat and income tax payable a 562,877 (647) 562,230
Total current liabilities 2,936,201 (9,173) 2,927,028
Total liabilities 8,808,724 (65,732) 8,742,992
Total equity and liabilities 24,504,342 (39,272) 24,465,070
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38. COMPARATIVE FIGURES (continued)
i) Consolidated statement of financial position as at 1 January 2021

The Group has not separately presented consolidated financial position as at 1 January 2021 in the
consolidated statement of financial position as the overall impact of the adjustments (except item d) to
the primary statement as of 1 January 2021 was not deemed material.

Adjustment d) on the other hand resulted in a decrease in accrued expenses and other current liabilities
and increase in provision for precious metals by SR 234.5 million on the consolidated statement of
financial position as at 1 January 2021.

iii) Consolidated statement of profit or loss for the year ended 31 December 2021
Previously
Note reported Adjustment Restated
Revenue a,c 9,981,729 (295,035) 9,686,694
Cost of revenues a (4,401,927) 57,588 (4,344,339)
Gross profit 5,579,802 (237,447) 5,342,355
Selling and distribution expenses c (452,491) 222,617 (229,874)
General and administrative expenses a (662,982) 11,932 (651,050)
Impairment of non-financial assets b - (160,000) (160,000)
Operating profit 4,464,329 (162,898) 4,301,431
Share of profit from
equity accounted investees a 530,802 (51,046) 479,756
Finance income a 29,647 (15) 29,632
Finance cost a (318,807) 3,876 (314,931)
Other income/(expenses) a,b (298,232) 259,803 (38,429)
Profit before zakat and income tax 4,407,739 49,720 4,457,459
Zakat a (349,883) 662 (349,221)
Profit for the year 3,958,015 50,382 4,008,397
Attributable to non-controlling
interests 366,171 50,382 416,553
Diluted earnings per share 32 4.94 (0.04) 4.90
iv) Consolidated statement of comprehensive income for the year ended 31 December 2021
Previously
Note reported Adjustment Restated
Total other comprehensive income
for the year a 53,175 (555) 52,620
Total comprehensive income
for the year 4,011,190 49,827 4,061,017
Attributable to non-controlling
interests 367,442 49,827 417,269
V) Consolidated statement of cash flows for the year ended 31 December 2021

The impact of the adjustments on the consolidated statement of cash flows for the year ended 31
December 2021 was not material.
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