ﬂ?;".:}*
@@ %‘5
ioadicll
Advanced

ADVANCED PETROCHEMICAL COMI'ANY AND I'T'S SUBSIDIARIES
(SAUDI JOINT STOCK CCOMPANY)

CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITORS REFORT
FOR THE ¥EAR ENDED 31 DECEMEBER 2015



ADVANCED PETROCIIEMICAL COMPANY AND I'TS SUBSIDIARTES
(SAUDI JOINT STOCEK COMI'ANY)

CONSOLIDATED FINANCIAL STATEMENTS AND AUDITORS® REPORT
FOR THE YEAR ENDED 31 DECEMBER 2015

d oadioll

Advanced

INDEX

Anditors® report

Consoldated balance sheet

Consolidated statsment of mcome

Consolidated statement of changes in shareholders® equity
Consolidated statement of cash flows

Motes to the consolidated financizl statements

PAGE



FHEEN) E-"r r Ernst & Young & Co. (Fublic Accountants) Tol 4966 13 849 2500

‘:T\{/ a{lor Julfall Buiding Fiax: 066 13 882 1224
s B2 PO oy 3795

Euilding a belier Al lhobar 31952

werking world Saudi Arabia
Renistration Mumber: 45

WWLER 00T

AUDITORS' REPORT TO THE SHAREHOLDERS OF
ADVANCED PETROCHEMICAL COMPANY

Scope of Audit:

We have audited the accompanying consolidated balance sheet of Advanced Petrochemical
Company ( "the Company™), a Saudi Joint Stock Company, and its subsidiaries (“the Group")
as al 31 -December 2015 and the related consolidated statements of income, changes in
shareholders’ equity and cash flows for the year then ended. These financial statements are
the responsibility of the Company's board of directors and have been prepared by them in
accordance with the provisions of Article 123 of the Regulations for Companies and
submitted to us together with all the information and explanations which we required. Qur
responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with auditing standards generally accepted
in the Kingdom of Saudi Arabia. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the consolidated financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall consolidated financial statement presentation. We believe that
our audit provides a reasonable degree of assurance to enable us to express an opinion on the
consolidated financial statements,

Ungualified Opinion:

In our opinion, the consolidated financial statements taken as a whole:

i present fairly, in all material respects, the consolidated financial position of the Group
as at 31 December 2015 and the consolidated results of its operations and its cash
flows for the vyear then ended in accordance with accounting standards generally
accepted in the Kingdom of Saudi Arabia.

i) comply with the requirements of the Regulations for Companies and the Company's by-
laws in so far as they affect the preparation and presentation of the consolidation
financial statements.

for Ernst & Young

Certified Public Accountant
Reagistration No. 339

23 Rabi' Il, 1437 H
2 February 2016
Alkhobar



ADVANCED PETROCHEMICAL COMPANY AND ITS SURBSIDIARIES

(SAUDILIOINT STOCK COMPANY)

CONSOLIDATED BAT.ANCE SHEET
AS OF 31 DECEMBER 2015

(All amonnts in Saudi Riyals thousands unless otherwise siated)

ASSETS

- Current assets

Cash and cash equivalents

Trade reccivables

Prepayments and other receivables
Invenfories

Tolal curvent assets

Mon-current asscts

Avwailable for sale investments
Tnvestment in unconsalidated subsidiary
Investment in an associated company
Property, plant and equipment
Intanpible assets

Other non-current assets

Total non-current assets

TOTAL ASSETS

FIABILITIES AND SHAREHOLDERS! BQUITY
Curvent liahilitics

Accounis payable, accruals and other liabilities

Zakat and income Lax provision

Dividend payable

Current porlion of term loan

Total eurrent labilities

Non-currenl liahilities

Term loan

Sukuk

Employees’ terminal benefits and other benefits

Total now-currenl Habhilities
TOTAL LIABILITIES

Shareholders® equity

Share capital

Statutory reserve

Unrealized losses on available for sale nvestments
Retamed earnings

Total shareholders’ equily

1 'UT.-'\[ L'[ABU_..IT]]_.S J%N]J SHAREHO
il th
KHALIFA AT Elf;-‘hﬂﬂ:HEM—-—h

Chairman of/the Board

@ <%

gve

@'@ %‘3
foadioll
Advanced
Mote 2015 2014
4 84,984 884,004
221,798 198,052
5 21,917 28,931
& 124,291 [23,343
452,990 1,234,335
7 801,143 154,372
e 376 376
] 421,239 222,876
10 2,179,171 2,170,003
11 5,128 18,058
12 26,006 28,180
3,433,063 2,393,865
3,886,053 3,828,200
13 217,674 270,895
14 19,578 21,618
15 5,843 4,722
16 40,000 30,000
283,005 327,235
16 S0.000 90,000
17 908,267 997 697
18 45,730 36,240
1,093,997 1,123,937
1,377,002 1,451,172
! 1,639,950 1,639,950
353,138 281,835
7 (96,937) {32,149)
612,810 487392
2,508,961 2377028
3,586,053 3; HZH 200

CALGARAWI
President & CEO

ﬁl‘ld ﬁccmmtmg Manaper

Financ

The accompanying notes form an inlegral part of these consolidated financial statcrments
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ATMVANCED PETROCHEMICAT. COMPANY AND ITS SUBSIDIARIES

(SAUDIJOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OT INCOME
FOR THE YEAR ENDED 31 DECEMBER 2015
(All amounts in Saudi Riyals thousands unless otherwise staled)

_ Nofe

Sales
Cost of sales

GROSS PROFIT
EXTENSES

Selling and distribution
Ciencral and administralion 19

INCORME FROM MAIN OPERATIONS

Finanecial charges

Realized (losses)/pains on sale of available for sale
investments, net

Other {expensc)fincome, net
Share of results of an associated company 9

NET INCOME FOR TIIE YEAR
Earnings per share

Farnings per shave from main operations
Eamings per share from net income

Weighted average number of shares outstanding (in thousands})

r

—

@gga
dpadinll
Advanced
2015 2014
2,377,026 1,038,376
(1,592,875) (2,255,642)
784,151 780,734
(9,027) (15,339)
(32,609) (30,281)
742,515 735,114
(17,622) (13.216)
(3,286) 27,089
(5.236) 2 496
(3,046) (530)
713,025 150,953
4,528 4.44‘.{3;
4.348 4.579
163,995 163,995

(=

KHALIFA A, AL-MULHEM
Chairman of the Board

President & CEO

MOHAMMED H. QATANI
Finance and Accounting Manager

The accompanying notes form an infegral parl of these consolidated financial statements -
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ADVANCED PETROCHEMICAY COMPANY AND IS SUBSIDIARILES

(SAUDIJOINT STOCE COMPANY)

CONSOLIDATED STATEMENT OF CITANGES IN SHAREIIOLDERS EQUITY  d02410]l
FOR THE YEAR ENDED 31 DECEMBER 2015

(All amounts in Sandi Riyals thousands unless ofherwise stated) "

Balance at 31 December 2013
Met income for the year

Transler lo statutory reserve
Dividends

Zakat and jncome x lor the year
Movement during the year

Balance at 31 December 2014

Met incoimne for the year

‘Iransfer to statutory reserve
Dividends

Fakal and incomme tax for the year
Movement during the year

EBoard remuncrations paidfaccimed

Balance at 31 December 2015

A

- =g
|

KHALIFA A. AL-MULIEM

Chairman of the Board

Shars

Mole capital
1,639,950

15 -
14 -
Foa =
1,639,950

15 3
14 s
7 .
1,639,950

AR

Advanced

TUrealized

[ssis on

available for

Stalutory sale Retained

rescrve | investments  carpings Tatal
206,740 - 407,360 2,254,050
- - 730,953 750,953
75,005 = (75,095) -
- (573,983} (573,983)
- (21,343) {21,843}
o - (32,149) - (32,14%)
281,835 {32,149) 487,392 2377,028
- . 713,025 713,025
71,303 - (71,303) -
- = (491,985) (101,985)
- - (20,719) {20,714
= (64,788) - (64,788)
.. - (3,600) _ (3,600)
353,138 {06,937) I_EIE,SI(] 2,508,961

President & CEO

=

MOIIAMMED H. QATANI
Finance and Accounting Manager

The accompanying nodes form an integral part of these consolidated financial statements
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ADVANCED PETROCHEMICAL COMPANY AND ITS SUBSIDIARIES ‘%ﬁ‘;{[}%
(SAUDI JOINT STOCE. COMPANY) 06
CONSOLIDATED STATEMENT OF CASH FLOWS d oadioll
FOR THE YEAR ENDED 31 DECEMBER 2015 Advanced
(Al amounts in Saudi Rivals thousands unless otherwise staled) o
2015 2014
OPERATING ACTIVITIES
Met income for the year 113,025 150,953
Adjustments for:
Depreciation 195,075 181,457
Amortization 15,255 21,110
Losses on disposal of properiy, plant and equipment 139 30
Realized lossesf{gaing) on available for sale investments, net 3,286 (27,089)
Financial charges 17,922 13,216
Provision for employees® teyminal henefits and other henelits 12,566 11,688
Share of results of an associafed company 3,046 ) 330
960,314 957,895
Changes in operating assets and liabilifies:
Trade receivables (23,746) 67,5942
Prepayments and other reecivables 7,014 (11,152}
Inveniorics (943) 21,847
Accounts payable, accrvals and other Hahilitics (53,230) (70.437)
Cash from operating activitics 289,403 Q66,095
Employees’ lerminal benelits and other benefits paid {3,076) {3,939)
Financial charges paid (14,137) (12,569
Zakat and income tax paid (22,153 [17.481)
Mel cash from operaling aclivitics _ Rd4.431 932,103
INVESTING ACTIVITIES
Wet movement in available for sale invesimenls (714,845) (154,432)
Mol movement ininvestment in unconsolidated subsidiary - 1,524
Additional investment in an associated company (201 ,40%) {(223,406)
Additions fo intangible assets (2,319 (10,214}
Additions to properly, plant and cquipment (204,475) (168, 780)
Proceeds on disposal of property, plant and equipmeant 93 1o
Met movement in other non-cinrent assets 2,174 1,022
Met eash used in investing activities {1,120,787) (559,170}
FINANCING ACTIVITIES
Mroceeds from long term loan = 40,000
Procecds from ssuance of Sukuok - 1,000,000
Repayment of long leom loan {30,000) (500,000)
Dividends paid (490,864) (572,822}
Board of directors’ remmunerations paid {1,500) -
Met cash used in financing activities (522,664) (32,822)
(DECREASENINCREASE IN CASH AND CASIIEQUIVALENTS (799.020) 340,111
(Cash and cash equivalents at the bepiming of the year ~ HEd, 004 543,893
CASIT AND CASIT EQUIVALENTS AT THE END OF THE YEAR 84,984 884,004

The accompanying notes form an inlegral parl of these consolidated financial statements
EY o



ADVANCED PETROCITEMICAL COMPANY AND ITS SUBSIDIARIES - T‘:;e;-:‘\

(SAUDILJOINT STOCK COMPANY) @ge
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued) ionadioll
FOR THE VEAR ENDED 31 DECEMBER 2015 Advanced

(All amounts in Saudi Riyals thousands unless otherwise stated)

2015 2014
Mon-cash transactions:
Dividends declarcd but not yet paid 5,843 4,722
Unrealized losses on availahle for sale investments G4, TRE 32,149
Zakat snd income tax provision charged Lo retained eanings 20,719 21,843
Accred board of directors® remunerations 1,800

Amortization of prepaid financing costs relaled to Sukuk 570

e ) o u)
[
=T - — ) - . 7
KHALIFA A, AL-MULITEM ABTY ML AL-GARAWI MOHAMMED H. QATANI
Chairman of the Beard Presidefit & CEO Finance and Accounting Manager

The accompanying notes form an infegral part of these consolidated financial statements
-6-



ADVANCED PETROCHEMICAL COMPANY AND ITS SURBSIDIARIES
(SAUDIJOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AT 31 DECEMBER 2015
(All amounts in Saudi Riyals thousands unless otherwise stated)

S,

PR
d.pxdinll
Advanced

1. ORGANIZATION AND ACTIVITIES

Advanced Petrochemical Company (the "Company™) is a Saudi joint stock company registered in Dammarmn,
Kingdom of Sandi Arabja under commercial registration number 2030049604 dated 27 Sha*ban, 1426H
(corresponding to Oclober 1, 2005). The paid up share capital of the Company is 51 1,639,950,000 divided inlo
163,995,000 shares of SR 10 cach.

The consolidated linancial statements as at 31 December 2015 include the financial statements of the Company
and the following subsidiarics (the "Group™):

LilTective

ownership

Advanced Renewable Energry Company ("ARLC™) — note (a) 100%
Advanced Global lnvestimenl Company (“AGIC™) — note (b) 100%

MNotes:

a- 5% of this investment is held under a velated party’s name on behalf of the Group. The related party has
assigned its share to the Company and accordingly, the Company included 100% financial statements of
AREC in the consolidated financial statements.

b-  Advanced Global Investment Company (“AGIC™) which is a 100% owned investment has no activitics
during the year and prior year and has immaterial financial position.

The Group is licensed to enpaped o production and selling Polypropylene, Polysilicon and Polysilicon
downstream products which includes Thotovoltaic cells and Photovoltaic, and establishing, operaling and
investing in industrial projects including petrochemical, chemical, basic and conversion indusfries and
industries relating Lo renewable energy both within and ewtside the Kingdom of Saudi Arabia.

2. BASIS OF CONSOLIDATION

The consolidated financial statements inclede the linsncial statements of the Company and its material
subsidiarics. Malerial subsidianes are consolidated from the daie the Group obiaing control until such time as
control ceases. Acquisilions of subsidiaries are accounted for using the purchase method ol accounting. The
financial statements of subsidiarics are prepaved for the same veporting period as the Company, using consistent
accounting policies. All intra-Group balances, transactions, income and expenses and profit and loss resulting
from intra-Ciroup transactions that are recopnized as asgets, are eliminated in (ull.

3. BIGNIFICANT ACCOUNTING POLICIES

These consolidated linancial statements have been prepared in accordance with accounting standards generally
accepted in the Kingdom of Saudi Avabia, The significant accounting policies adopted are as fllows:;

Accounting convenfion
The consolidated financial statements are prepared under the historical cost convention, modified to include the
measurcment at far value of available for sale invesiments,

Use of estimates

The preparation of the consolidaled linancial statements in conformify with generally accepted accounting
principles requires the use ol cstimates and assumptions that affect the reported amounts ol assels and ligbilitics
and disclosure of contingent assets anid labilities at the date of the consolidaled financial statements and the
reported amounts ol revenues and expenses during the reporting period, These estimates are considered
reasonable in the given circumstances of the Group.

T




ADVANCED PETROCHEMICAL COMPANY AND ITS SUBSIDIARIES =,
(SAUDLIOINT STOCK COMPANTY) @“‘at"‘ﬁ

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

AT DECEMTER 31, 2015 toadiall

(Al amounts in Saudi Riyals thousands nnless otherwise stated)

3.

Advanced

SIGNIFTCANT ACCOUNTING POTICIES (continucd)

Cash and eash cquivalents
Cash and cash equivalents consist of bank balances, cash on hand, short term Murabaha that is readily
convertible into known amounts of cash and have oripinal maturities of three months or less.

Trade receivahles

Trade receivables are stated at the original invoice amownt less an allowance for any uncolleelible amounts. An
estimate for doubthul debt is made when the collection of the frade receivables amount is considered doubtfil.
Bad debts are writien off as incurred.

Inventories
Inventories are stated at the Jower of cost and net realizable value, with due allowance lor obsolete or slow
maoving items. Cost is determincd as follows:

Raw materials, conswmables and spare parts - purchase cost on a weighted average basis.

Production in progress and finished products - et of direct materials and labor plus aftributable
overheads based on a normal level of activity.

Available for sale invesimenty

Afier initial reeogmition, investments purchased neither with the intention ol being held to maturity nor for
trading purposes ave classified as available for sale investments and are measured at fair value, Unrealized pains
and losses are reported as a separate component of shareholders’ equity until the investment js derecognized or
the investment is determined to be impaired. On derecopnition or impairment the cumulative pain or loss
previously reported in sharcholders® equity is included in the consolidated statement of income for the year,

Investment in unconsolidated subsidiary
Investment in unconsolidated subsidiary which is considered immaterial is accounted for under the equity
miethod.

Investment in an associated company

The Group's investent in an associated company is accounted for using the cquity method of accounting. An
associate is an calily in which the Group has significant influence and which is neither a subsidiary nor a joint
vennus.

Properiy, plant and equipment

FProperty, plant and cquipment are stated at cost less aconmulated depreciation and any impairment of value.
Construction work in progress is not depreciated. ‘The cost of other property, plant and equipment is depreciated on
a straight line basis over the estimated useful lives ol the assels.

Improvements on assets are amortized on a straight-line basis over the shorter of the useful life of the improvement
or the reluted assets,

Expenditure for repair and maintenance are charged to the consolidated statement of income. Improvements that
increase the value or materially cxtend the life of the related assels arc capitalized.




ADVANCED PETROCIIEMICAT, COMPANY AND ITS SUBSIDIARTES wen,

(SAUDI JOINT STOCK. COMPANY) %gga
NOTES TO THE CONSOLIDATED TINANCIAL STATEMENTS (Continued) & S
AT DECEMBER 31, 2015 toadioll
(All amounts in Saudi Riyals thousands unless otherwise stated) B Advanced

3. BIGNIFICANT ACCOUNTING POLICTLS (conlinued)

Froperty, plant and equipment (continucd)
The estimated useful lives of the principal classes of assets ars as follows:

Yoy
Plants 20
Dnildings 33
Machinery and equipment 14
Furnilure, fixtures and office equipment 3-8
Catalysis 2-8
Laboratory and safely equipment 3
Vehicles and trucks 4-10
Leasehold improvements 10

Twrnaround mainienance

P'lanned twnaround mainlenance costs are capitalized and depreciated over the period vntil the date of next
planued turnaround. Should unexpected turparound occwr prior Lo the previously envisaged date of planned
tumaround, then the remaining net book value is immediately cxpensed and the new twnaround costs are
capitalised and depreciated over the period likely to benefit from such costs, Planned tomaround maintenance
vosts are included under the assels in the consolidated balance sheet,

Capital spare parls

Capital spare-parts which are considercd essential fo enswre continuous plant operation, ave classified under
langible assets, and are depreciated using the straight-line method over 20 years. The following two conditions
must apply to all capitalized sparc-parts:

- They are not readily available in the market, or unavailable,
- Their manufacturing requires an extended time lo complete.

Intangible assets

Costs that have fulure henefits ars initially recognised as intangible assets. Intangible assets are amortized over
A period not exceeding scven years. The amortization expenses arc included under cost of sales in the
consolidated statemnent of income.

Impairment of non-current assefs

The Group reviews the carrying values of its non-current assets for impairment when events or circumstances
indicate that canrying value may not be recoverable. If such indicators exist, the recoverable amount of the asset
is estimated in order to determine the extent of impairment (if any). Where il is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash generating
unif to which the asset helongs.

The carrying valuc of the asset (or cash gencraling unil) 35 reduced to the recoverable value when the
tecoverable value is below the carrying valuc. Impairment loss is recognized as expense when incormed.

Where an impairment loss subsequently reverses, the canrying value of the assel is increased to the revised
estimale of ils recoverable amount, so that the increased camrying amount does not exeeed the carrying amount
that would have been determined had no impairment loss been recognized for the asset in prior years. The
rcversal of impairment loss is recognized as income once identified.




ADVANCED PETROCIHEMICAL COMPANY AND ITS SUBSIDIARIES g

(SAUDIIOINT $TOCK COMPANY) %%ﬁh
NOTES TO THE CONSOLIDATED FINANCIAT, STATEMENTS (Continucd) AR
AT DECEMBER 31, 2015 e

{All amounts in Saudi Riyals thousands unless otherwise staled) Advanced

3. BIGNIFICANT ACCOUNTING POLICIES (continued)

Accounts payahle and aceroals
Liabilities are recognized for amounts to be paid in the foture for poods or services received, whether billed by
the supplier or not,

Provisions
TProvisions arc recognized when the Group has an oblipation (Jegal or constructive) arising from a past cvenl,
and the costs W settle the obligation are both probable and able o be reliably measurad,

Falat and income fax

#akat and income tax are provided for in sccordance with Sandi Arabian fiscal regulations. The liability is
charged to retained earnings. Accordingly, amounts reimbursable by the shareholder of such zakal and income
Lk are credited to refained emmings as well. Additional amounts, if any, that may become due on linalization of
an assessment are accounted for af that time.

Employees® (erminal benefits and other benefits

Employees terminal benefits

Provision is made for amounts payable under the Group's policies applicable to employees accumulated periods
of service al the consolidated balance sheet date,

Employees saving plan

The Group maintsins an employess' saving plan for its Saudi cmployces. The confributions from the
parlicipants are deposited in separate hank account and liability is established for the Group's contributions. The
Group’s confribution under the saving plan is charged to the consolidated statement of income.

Statufory reserve

In aceordance with Saudi Arabian Regulations for Companics, the Company must set aside 10% of ils
consalidated nel income in each year until it has built up a reserve cqual to one half of the capital, The reserve is
nol available for distribution.

Revenue recognifion

For inlernational markets, all products are sold to the marketers, while for local markets (Saudi Arabia and GCC
countries) (he producis are sold directly by the Group. Upen delivery to the marketers, sales are recorded at
provisional sales prices that are later adjusted based upon actual selling prices received by the markefers from
third parties, afler deducting the costs of shipping and marketing fees cle. Adjustments are made, as they
hecome known to the Group. Sales in local markets are recogmized upon delivery of products to customers.

Expenses

Selling and disiribulion expenses principally comprise of costs incumred in the distribution and sale of the
Group’s products. All other expenses other than cost of sales, financial charges and realized losses on available
for sale investments are classified as peneral and administrative expenses.

General and administrative expenses include dircet and indirect costs not specifically parl of production costs as
required under generally accepted accounting principles. Allocations bstween general and administrative
expenses and production costs, when required, ave made on 1 consistent basis.

~10-
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NOTES TO THE CONSQLIDATED FINANCIAY, STATEMENTS (Continued)

AT DECEMBIR 31, 2015 i‘é’ Hin dll
(All amounts in Saudi Riyals thonsands unless otherwise stated) Lﬁ[&

3. SIGNIFICANT ACCOUNTIMG POLICIES (continued)

Leasing
Teases arc classified as capital leases whenever the terms of the lease transfer substantially all of the risks and
rewartds ol ownership o the lessee:

Operating leases are charped to consolidated statement of income on a straight-line basis over the term of the
operating lease.

Borrowing cosls
Borrowing costs that are directly attributable to the acquisition, constrction for a Jong period or production of a
qualifying assel, are capilalived as parl of the cost of that asset.

Capitalization of borrowing costs ceases when substantially all the activities necessary to prepare the gualifying
assel for ils inlended wse are completed.

Farnings per share
Basic sarnings per share from net income are calenlaled by dividing the net income for the year by the weighted
average number of shares onfstanding al year end.

Liasic earnings per share from main operations are caleulated by dividing income from main operations for the
year hy the weighted sveraze number of shares outstanding at year end.

Foreipn currency Lransactions

‘I'ransactions in foreign curencies are recorded in Saudi Riyals at the rate of exchange prevailing al the date of
the fransaction. Monelary asscls and liabilities denominated in foreign currencics are lranstaled at the rate of
exchange prevailing at the consolidated balance sheet date. All differences are taken to the comsolidaled
statement of income .,

Segmental Analysis

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

As substantial portion of the Group's sales are made through marketers, substantially all of the Group’s
operations are conducted in the Kingdom of Saudi Arabia. Segmental analysis by peopraphical and operating
sepment has not been presenied.

Fair valucs

For investments traded in orpanised markels, fair value is determined by reference to quoted markel bid prices.
The fair valus of inferest-bearing ifems is cstimated based on discounted cash flows using interest rates for
items with similar terms and risk charactenstics.

_11-
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(SAUDI JOINT STOCK COMPANY) @E%‘
MOTES TO TIIE CONSOLIDATED FINANCIAT, STATEMENTS (Continued) i aiall
AT DECEMBER 31, 2015 i—é‘ adinl d
(AN amonnts in Sandi Riyals (housands unless otherwise stated) ‘lu_fl_:I_I'!.EE a

4. CARIT AND CASIT EQUIVALENTS

2015 2014
Bank balances and cash ' 84,984 00,580
Short term Murabaha investments - 793,124
84,084 884,004

Short lerm Murahaha investments were kepl with local eommiercial banks and were maintained in SR & LS.
All investmenis had original malurities of lesg than 3 months.

5. PREPAYMENTS AND OTHER RECEIVABLES

2015 20104
Prepayments 15,946 18,306
Dieposils 2,995 2,222
Advances to supplisrs : 1,198 7,578
Others 1,778 825
e 28931

6. INVENTORIES
2015 2014
Spare parts 1200 60,885
Calalyst 16,987 21,965
Semi-finished goods 10,149 4.321
Finished poods 0,634 27,185
Oithers SR | L3 § Rl
124,291 _ 123,343

The spare parts inventory primarily relates to periodic maintenance of plants and machinery and accordingly, is
expected to be utilized over a period exceeding one year.

o T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) a atall
AT DECEMBER 31,2015 E-—g-"‘ﬂ-‘ d
(All amounts in Sandi Riyals thousands unless otherwise stated) B vanced
7, AVAILABLE FOR SALE INVESTMENTS
2015 2014
Cosi:
At the bepimning of the year 188,721 -
Additions 1,097,705 200,000
Disposals {386,146) (11,279)
Al the end of the year 00,280 IHEL?EI__
Valuation adinsiments:
Al the beginning of the year (32,149) =
Movement during the year _ (64,788) ~ (32,149)
At the end of the year {96,937 (32,145)
503,343 156,572
Less: provision provided against impaired investnent (22003 o (2.200)
Net carrying value 801,143 154,372

At 31 December 2015, available for sale investmenis ineludes investments in discretionary portfolios and
marketable securities managed by local financial institutions, investments in debt securities and Murabaha
funds and are presented at fair value. The balance includes restricled cash held with the portfolio managers
amounting fo SR 15.8 million {2014; SR 3.7 million) classilicd as parl of investments available for sale,

Management has performed & review ol invesiments to asscss whether impairment has ocourred in the value ol
these investments. Based on specilic inlormation, managemenlt has recorded impairment loss of ST NI (2014:
SR 2.2 million) in the consolidated statement ol income for the year in respect of investments available Tor
sale. Based on the latest available (nancial information, board of divectors is of the view Ihat no [urther
impairment is required as al 31 Deeember 2015, in respect of these investments.

Board ol Direetors also believes that the uneealised loss of SR 96.9 million is temporary as the decling in the
value of the investments 15 not “significant and prolonged”. Considering that significant portion of the
investments were purchased in the current year ag well as for the remaining portfolio, held since beginning ol
the year, the fair values were more than the average cost of the shaves during the year, at different dates, that
provide evidence of the fact that it does not meet the criteria for a “significant and prolonged® decline to be
recorded as impairment boss as 4t 31 December 2015,

13-
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8. INVESTMENT IN UNCOMNSOLIDATED SURBSIDIARY
Eficclive
percentapgs of
ownership ] 2014
2015 2014
Advanced Clobal Holding Limited (“AGIIT.™) 100% 100% 37 376
376 370

During February 2014, AGIC made 100% investment in AGITL, a limited hahility company incorporated in
Luxembourg, The share capital contribution in AGHL was kept in its bank account and there were no ofher
assets or linbilitics, ineluding contingent liabilities at the balange sheel. AGHL does not have any operations {or
the reported year.

9. INVESTMENT IN AN ASSOCIATED COMPANY

2015 2014
Al the beginning of the year 222,876 2
Additions 201,409 223,406
Share of resulis (3,0d6) (530)
AL the end of the year 421,239 222,876

On 3 September 2014 the Board of Directors of the Company approved the equily investment in PDIT Plant
with SE Gas (“the TV Co.™), for the production ol Propylens in South Kores, through AGIC. The total cost of
the project is expected fo be approximalely US$ 9200 Million (SR 3.37 hillion) and the project is financed 40%
by equity from shareholders and 60% by the JV Co. through borrewing from lenders. AGIC owns 35% equily
stake which is financed and guaranteed by the Company. Total commitment [or investment in the associated
company is approximately US$ 125.5 million (SR 470.62 million) out of which 1S 113.13 million (SR 424.24
million) have been paid up to 31 Necember 2015 and the remaining approximate amount of USE 12.37 million
(SR 46.39 million) will be paid by the end of first quarter of 2016. The project has commenced the construction
activities and it is scheduled to start the commercial production during 2016, with & designed capacity of
600,000 metric tons (MT) per anum.
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10, PROPERTY, PLANT AND EQUIPMENT
Fueniture,
Machinery fintuees and Laberatory
Capital and office and safsry Vehicles Capital
Plangs space Buildings  equipment equipmest  Catelvst squipment  end trocks  wosl-in-propress Total 2015 Totel 2004

Clerst!
At the beginning af the year 3,739,992 71,883 453,994 38508 53571 122,720 15,555 4,052 235,780 3.507,35% 3. 139,637
Additions 54,884 24,342 373 8,108 484 4,004 a1 1,080 TEETY 204,472 168,780
Transfors 25,152 - - - - 45,635 - - 70.791) - -
Disposals - - - (153 = - - [1.970) - {1,985 (544]
Al £ end of the year Z.850.028 96,227 64,367 46522 S 035 1745303 15,867 3,152 247,568 3,909.549 3.307.358
Daprociation:
At the bepinning of the year 246,149 15,739 14,728 21,025 6,075 134,948 14,841 3,853 - 1,137,356 250,531
Coarge or the year

B " 151,479 4253 2,598 5783 L) 18,643 Z10 1,130 - 195,075 187,457
Disposals - - - (&} - - - [1.743) - {1,755 (2
At thas end of the wear 1,107.628 189,692 17326 26,758 052 135,593 15,081 3Z38 - 1330678 1,137355
Nat book value:
At 31 December 2015 1,742,300 76235 47041 20,124 2,005 40,770 316 1,914 247,568 2,179,171
At 3] December 2014 1795843 56,144 49264 17,806 25906 TITa TlE 2,179 238780 2,170,003
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10. PROPERTY, PLANT AND EQUIMPMENT {continued)

{rapital work in progress primarily represent costs inenrred on construclion ol a housing project for the Group’s
cmployees which is expecied 1o be completed in 2016, with an cstimated cost of SR 367.5 million (2014: SR.367.5
million).

During the yoar, the Group had capilalized SR 4 million of financial charges (2014: 31 2 million).

Buildings and plant facilities of the Group arc constructed on & land leased under renewable operating lease
apreemments at nominal annual rent from (he Royal Commission of Jubail and Yanbu for 30 Llijra years.

11, INTANGIBLE ASSITS

5 2014
At the beginning of the year 18,0158 28,954
Additions 2,325 10,214
Amortization _ (15.255) (21.110)
Al the end of the year 5,128 18,058

12. OTHER NON-CURBENT ASSETS

Other non-current assets primarily represent balances related to Employec Share Ownership Program
(ESOP") amounted of SR 247 million (2014: SR 264 million). During 2012, the Board of Directors
approved an ESOP which provides a 5 year service benefits to eligible employees eifective on 1 June 2012,
These employess, subject to their subseriplion w ESOP and meeting the underlying conditions, are given an
option to by the Company*s sharcs, al an agreed exercise price, at a future date (lhe "vesting date") once they
become fully entitled to the shares. The ESOP cost is recognized as an expensce over the period in which the
service conditions are fulfilled by the emplayees.

In relation to BSOP, the Company purchased ils shares at 31 30 million through 4 lecal financial institution
under & custody arrangement and these shares are held by the local financial instilution as the Group at no
point will become legal nwner. The value of such shares has been recorded under other non-current assets.
The eligible employees will repay the cxercise price of the shares to the Company sl the completion of the
vesling period.

Olher non-current assets also includes amount duc lrom a related party (key management personnel of the
Company) amounied 1o SR 1.3 million (2014: SR 1.8 million}.

13, ACCOUNTS PAYABLE, ACCRUALS AND OTHER LIABILITIES

IS 2014

Accrued purchases and cxpenses 116,969 149,837
Accounts payable 96,792 118,421
Cuslomers' rebale 3,040 1,812
(thers 873 825
17674 270,895
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14, ZAKAT AND INCOMI FAX
a) Faliat
2015 2014
Current year provision 18,876 19,156
Adjustment relating to prior years (676) 491
C!‘IH!']:;B fl:ir the yoar 1 H.}ﬂﬂ lg,ﬁ‘i?
The principal elements of the zakal base are a5 fallows:
2015 2014
Mon-current asscts 3,433,063 2,593,865
Mon-current labililics 1,093,997 1,123,937
Opening sharcholders” equily 2,377,028 2,254,050
Met income T13,025 730,953
1¥ividends paid 490864 - T/ 2822
Spare parts 17,200 60,855

The differcnces between the financial and the zakatable results are mainly due to provisions which are nol
allowed in the ealenfation of zakatable income,

b) Income tax

20145 2014
Current year provision 2,522 2,462
Adjustment rclating lo prior years R (3) (260)
Charge for the year 2,519 2,196

Income tax has been provided for hased on the estimated taxable profit at fived rate of 20% (2014 200}
¢} Movements in provisions

The movement in The zakat and income tax provisions for the year was as follows:

31 December 2015: ___Fakat Income tax total
At the beginning of the yvear 19,156 2462 21,618
Provided during the year 18,200 2,519 20,719
Payments during the year (18,455) (4,304) (22,758)
At the cnd ol the year Lgg01 677 19,578

31 December 2014:

Al the heginning of the year 15,516 1,743 17,259
Provided during the ycar 19,647 2,194 21,843
Payments during the year {16,007} (.477) (17484}
At the end of the year 19,156 2462 21618
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14, LAKAT AND INCOME TAX (continued)
d} Status of assessments

Advanced Petrochemical Company (“The Company™)

‘T'he Company has been filing its annual Zakat & Income Tax returns with the Department of Zakat & Income
Tax (the “DZIT™) for the years 2005 1o 2014, [Towever, there's no asscssment received so far from the TVAL'T
with respect of thuse years.

Advanced Renewable Energy Company (“ARLC™)

AREC hias lieen filing its annual Zakat & Income Tax veturns with the Department of Zakal & ncome Tax (the
“PZI1™) for the years 2013 to 2014, However, therc’s no assessment received so far from the DZIT with
reapect of those years.

Advanced Global Investment Company (“AGIC”)

AGIC has heen filing its annual Zakat & Income Tax refmms with the Department of Zakat & Income Tax (the
“DZIT?) for the years 2013 1o 2014, Tlowever, there’s no asscssment receiverd =0 [ar from the TV with
respact of those years, )

Zakat and income tax base has been computed based on the Company’s understanding of the zakat and Income
tax regulations enforced in the Kingdom of Saudi Arabia. The rakat and income tax regulations in Sandi Arabia
are subject to different interpretations and a new zakat regulation is expected Lo be annovnced in due course.
The assessments to be raised by the DZIT could be different from the declarations filed by the Company.

15. DIVIDENDS

In November 2015, the Board of Dircelors proposed to distribute final cash dividends of SR 0.75 per share
(totaling to SI 123 million) for the fourth guarter of 2015. This will be paid during 2016 subject to approval by
the General Assembly in their meeting to be held in March 2016,

On 10 September 2015, the Board of Directors resolved Lo distribute interim cash dividends lor the third guarter
of 2015 of SR 0.75 per share (totaling SR 123 million).

On 26 May 2015, the Board of Directors resolved to distribute interim cash dividends for the second quarter of
2015 of SR 0.75 per share (totaling SR 123 million).

©n 10 March 2015, the Board of Directors resolved to distribute interim cash dividends for the first quarter of
2015 of SR 0.75 per share (totaling SR 123 million).

On 25 November 2014, the Board of Dircctors proposed to distribute final cash dividends of SR 0.75 per share
(totafing to SR 123 million) for the fourth quarter of 2014, This has been approved by the General Assembly in
their mecting lield on 17 March 2015,

-18-
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16, TERM LOAN

B 2014

Mhdurabaha loan 90,000 120,000
Less: corrent poriion 40,000 30,000
0,000 90,000

During 2013, the Company obtained Muwrabaha loan facility of Saudi Riyals 200 million from a local
commercial bank to finance the housing project for its emplovess as explained wider Mote 10. Balance drawn as
of 31 December 2015 agamst this facility amounted to SK 120 million (2014: SE. 120 million). The loan is
heing repaid w12 equal quarterly nstallments commencing from 30 June 20135,

The agaregate maturities of the loans as of 31 December, are svnunarized as follows:

2015 2014

Years ending December 31:
2015 - 30,000
2014 40,000 40,000
2017 40,000 40,000
2018 10000 10,000
90,000 120,000

17. SUKUK

On 17 Movember 2014, the Company issued its Sulmk amounting to S 1 billion at a par value of SR | million
each with no discount or premivm. The Sulak issuance bears a rate of return at SIBOR plus a specified margin,
payable semi-annually in arrears. The Sukuk is due for payment in foll at par value on its maturity date of 17
Movember 2019, As at 31 December 2013, total outstanding amount under the Subwk has been classified as
nom-current Hahility net-off unamortised deferred cost amounting to SR 1,7 million (2014: SR 2.3 million).

18. EMPLOYEES' TERMINAL BENEFITS AND OTHER BENEFITS

2015 2014
Af the beginning of the year 36,240 28,491
Provided during the yoar 12,560 11,688
Paid during the year {3,076) {3,939)
At the end of the year 457130 __ 36,240
19, GENERAL AND ADMINISTRATION EXPENSES
2015 2014
Salaries and related benefits 21,411 20475
Legal and professional charges 3,031 2,768
Advertising and promotions 2,310 L2
Diepreciation ong 825
Tent 270 260
Others 4,687 1,851
32,609 30,281

- 19 -
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20, OPERATING LEASE ARRANGEMENTS

The Gronp has leased land from the Royal Commission for Jubail and Yanbu, for its building and plants
facilities, Rentsl cxpenses for the year ended 31 December 20135 amonnted to SI 0,65 million (2014; SR 0.65
million). The lease will expive i the year 1456H, with the option for reanewal.

Commitments for minimum lease payments under non-cancelable operating leases are as follows:

s 2014
Mot fater than one year 650 650
Year two 650 630
Y car threo 640 650
Y ear four A0 650
Year five 650 650
Laler than [ive years 10408 11,058
et miniimum lease payvinents 13,658 14,308

21, COMMITMENTS

Capital commitments contracted but not yet incurred amounted to SE. 160.3 million in respeel of the employees
home ownership program (2014: SR 228.2 million).

The CGroup has signed an agresment for the purchase of 80,000 MT per anmum of propylenc. (an intermediate
product) which have been vsed in the production of polypropylene since 1 Getober 2014,

212, CONTINGENCIES

The Group's banker has given payment guarantces on behall of the Group in favor of Sandi Arameo for the
propane and sales gas supply agreements and others amounting to SR 302,19 million (2014; SR 452.03
million).

23. RISIK MANAGEMENT

Credit risk

Credit risk is the risk thal onc party will fail to discharge an obligation and will cause the other parly Lo incur a
financial loss. The Group is not significantly exposed to credit risk. Cash and cash cquivalenis are generally
placed with banks with sound credit ratings and, in gencral, most of the Group’s sales are made fo credible
customers having strong market repulation.  The Group entered into a distributor agency agresment with ity
markeling agents o act as the cxelusive sales agent of the product. The marketing fees charged hy the
marketing agent are charged to expense when incurred. The majority of credit risk is miligated by the
distribution agreement referred above as credit risk is eventually undertaken by the marketing agents, who
market the off taken products.
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23, RISK MANAGEMENT (continuecd)

Commission rate risl

Commission vate risk is the risk that the value of financial instruments will {luctuate due to changes in the
market commission rates. The Group is subject to commission tate risk on ils commission hearing assets such as
short term Murabaha deposits and Murabaha funds (classilicd as available for sale investments). The Grrowg s
also subject to comumission bearing risk on its commission bearing liabilitics including term loans and sukul

Liguidity risk

Liquidity risk is the risk that the Group will encownter difficulty in raising funds to meet commitments
associated wilh financial instruments. The Group manages its liquidity risk by ensuring thal sulficient cash
flows are available. The Group's sales invoices are usually scltled within 45 days of the date of the invoices.
Payables arc normally settled within 45 to 90 tlays of the date of the invoices.

Curreney risk

Currency risk is the risk that the value of linancial instruments will luctuate due o changes in foreipn exchange
rates. The Group is not significantly subject to luctuations in foreign exchange rates in the normal course of ils
business as the Group did not underlake significant transactions during the year in curencies other than Saudi
Riyals and US Dollars which is pegged against Ssudi Riyal,

Equity priece risk

The Group's listed equily sccurities are susceptible to market price risk arsing from uncertainties aboul fafure
values of the investinent sceurities, The Group manages the equily price risk through diversification and reporis
on the equity portfolio are submitted to the Group’s senior management on a regnlar basis.

The cffect on equity (as a resull of a change in the fair value of investments available for sale at 31 December
2015) due to 4 reasonably possible change in market indices, with all other variables held constant is as follows:

Change in equily

Price Effect on
o _ Equity
% 2015 2014
Investments available for sale 120 75,543 38,953

24. FAIR VALUES OF FINANCIAL TNSTRUMEN TS

Tair value is the amount for which an asset could be exchanged, or a labilily settled between knowledgeable
willing partics in an arm'’s length transaction. The Group's financial asscts consist of cash and cash equivalents,
trade receivables and investments available for sale. Tts financial liabilities consist of payables, accrued
cxpenses, sukuk and term loans. The fair values of Group's linancial instruments are nol materially different
from their camying value at the consolidated balance sheet date.
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25, SUBSEQUENT EVENT

Ot 19 January 2016, the Group has announcad on Tadawul the admission of Petrochemical Tudustrics Company
(PIC), & 100% owned subsidiary of Kuwsait Petroleum Corporation (a national oil company of Stale of Kuwait,
KPC) as 1 drd joint venture pariner in the JV Co. (as explained imder Note 9). PIC will be joining by scquiring
25% cquity and it was agreed that AGIC will sell 5% of its cquity ownership in the TV Co. Accordin ey, the
new sharcholding of the JV Co. will be 45% by SK Gas, 30% by AGIC and 25% by PIC.

6. COMPARATIVE FIGURES

Certain of the prior year amounts have been reclassified to confirm with the presentation in the current year.
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