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Independent auditor’s report on review of condensed 
consolidated interim financial statements 
  
To the Shareholders of Sahara International Petrochemical Company  

Introduction   

We have reviewed the accompanying 31 March 2021 condensed consolidated interim financial statements 
of Sahara International Petrochemical Company (“the Company”) and its subsidiaries (“the Group”) which 
comprises: 
 

• the condensed consolidated statement of financial position as at 31 March 2021; 

• the condensed consolidated income statement for the three months period ended 31 March 2021; 

• the condensed consolidated statement of profit or loss and other comprehensive income for the three 

months period ended 31 March 2021; 

• the condensed consolidated statement of changes in equity for the three months period ended 31 

March 2021; 

• the condensed consolidated statement of cash flows for the three months period ended 31 March 2021; 

and 

• the notes to the condensed consolidated interim financial statements. 
 
Management is responsible for the preparation and presentation of these condensed consolidated interim 
financial statements in accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed in the 
Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on these condensed consolidated 
interim financial statements based on our review. 

Scope of review 

We conducted our review in accordance with the International Standard on Review Engagements 2410, 

‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’ that is endorsed 

in the Kingdom of Saudi Arabia. A review of interim financial information consists of making inquiries, 

primarily of persons responsible for financial and accounting matters, and applying analytical and other 

review procedures. A review is substantially less in scope than an audit conducted in accordance with 

International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia, and consequently 

does not enable us to obtain assurance that we would become aware of all significant matters that might be 

identified in an audit. Accordingly, we do not express an audit opinion. 
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Independent auditor’s report on review of condensed 
consolidated interim financial statements 
 

To the Shareholders of Sahara International Petrochemical Company (Continued) 

 
 

 
KPMG Professional Services 
 

 
 
 
 
 

Abdulaziz Abdullah Alnaim 
License No: 394 
 
 
Al Khobar 
Date: 29 April, 2021 

Corresponding to: 17 Ramadan, 1442H 

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the accompanying 31 

March 2021 condensed consolidated interim financial statements of Sahara International Petrochemical 

Company and its subsidiaries are not prepared, in all material respects, in accordance with IAS 34, ‘Interim 

Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia. 

mohammedaziz
Professional Services Stamp
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1. CORPORATE INFORMATION        
Sahara International Petrochemical Company “Sipchem” or “the Company”, (formerly Saudi International 
Petrochemical Company), is a Saudi Joint Stock Company registered in the Kingdom of Saudi Arabia under 
Commercial registration number 1010156910 dated 14 Ramadan 1420H, corresponding to 22 December 1999.  
 

The Company's head office is in the city of Riyadh with a branch in Al-Khobar, where the headquarters for the 
executive management is located, which is registered under commercial registration number 2051023922 dated 
30 Shawwal 1420H, corresponding to 6 February 2000, and another branch in Jubail Industrial City which is 
registered under commercial registration number 2055007570 dated 4 Jumada Al-Awal, 1427H, corresponding 
to 1 June 2006.  
 
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 incurs costs on projects under 
development and subsequently establishes a separate Company for each project that has its own commercial 
registration. Costs incurred by the Company are transferred to the separate companies when they are 
established. 
 
Economic environment and its effects on business: 
On 11 March 2020, the World Health Organization declared COVID-19 coronavirus outbreak to be a pandemic. 
Consequently, asset prices became more volatile and a marked decline was seen in long-term interest rates in 
developed economies. These circumstances impacted FY2020 and resulted in a decrease in sales, net income, 
EBIT, free cash flow and other financial metrics.  
 
Sipchem, in response to these developments, implemented active prevention programs at its sites and devised 
contingency plans in order to minimize the risks related to COVID-19 and to continue business operations, 
ensuring the health and safety of its employees, customers, contractors and wider community. During Q1 2021, 
Sipchem is recovering very well from these impact and the future outlook looks promising in relation to sales, net 
income, EBIT, free cash flow and other financial metrics. 
 
Sipchem has also taken measures to optimize spending, which have resulted in reducing operational and capital 
expenditures during the period. Additionally, the Group has secured additional credit facilities to ensure sufficient 
funds remain available to meet forecasted cash flow requirements and limit any potential financial exposure. 
Moreover, the management has considered potential impacts of the current economic uncertainties and volatility 
in determining the carrying amounts of the Group’s financial and non-financial assets. These are based on 
management's best estimates based on observable information at the year end. Also, the changes in 
geographical distribution of the Sipchem’s customer base, compared to previous period have assisted the 
management to minimize demand and recoverability challenges from Covid-19. Sipchem also continues to 
monitor long term supplier contracts in order to ensure minimal disruption in operations and timely delivery of its 
products. 
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1. CORPORATE INFORMATION (continued) 
As of 31 March, the Company has the following subsidiaries (the Company and its subsidiaries hereinafter 
referred to as “the Group”): 

Subsidiaries      

Effective ownership percentage at 
31 March  

  2021 2020 

Sahara Petrochemicals Company ("Sahara")  100% 100% 

International Methanol Company ("IMC")  65% 65% 

International Diol Company ("IDC")  95.65% 53.91% 

International Acetyl Company ("IAC") (1.1)  89.52% 89.52% 

International Vinyl Acetate Company (“IVC”) (1.1)  89.52% 89.52% 

International Gases Company (" IGC")  97% 97% 

Sipchem Marketing Company ("SMC')  100% 100% 

Sahara Marketing Company ("SaMC')  100% 100% 

International Utility Company ("IUC")  78.20% 78.20% 

International Polymers Company ("IPC")  75% 75% 

Sipchem Chemical Company ("SCC")  100% 100% 

Sipchem Europe Cooperative U.A  100% 100% 

Sipchem Europe B.V.   100% 100% 

Sipchem Europe SA (Formerly Aectra SA)  100% 100% 

Gulf Advance Cable Insulation Company (GACI) (1.2)  50% 50% 

Saudi Specialized products Company (SSPC)  100% 75% 

Sipchem Asia PTE Ltd. (1.3)  100% 100% 

Sipchem Advance Technology Company (1.4)  100% 100% 

 
Sahara is principally involved in investing in industrial projects, especially in the petrochemicals and chemical 
fields and to own and execute projects necessary to supply raw materials and utilities. 
 
The principal activity of IMC is the manufacturing and sale of methanol. IMC commenced its commercial 
operations in 2004 . 
 
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. During Q1 2021, IDC ownership has been increased from 
53.91% to 95.65% by purchasing the interest from non-controlling shareholders. 
 
The principal activities of IAC and IVC are the manufacturing and sale of acetic acid and vinyl acetate monomer 
respectively. IAC and IVC commenced their commercial activities in 2010 . 
 
The principal activity of IGC is the manufacturing and sale of carbon monoxide. IGC commenced its commercial 
operations in 2010 . 
 
The principal activities of SMC and SaMC are to provide marketing services for the products manufactured by 
the Group Companies and other petrochemical products. 
 
The principal activity of IUC is to provide industrial utilities to the group companies . 
 
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 from 1 April 2015 after successful 
commissioning, testing and completion of acceptance formalities with the main contractors. 
 
The principal activity of SCC is the manufacture and sale of ethyl acetate, butyl acetate and polybutylene 
terephthalate. The ethyl acetate plant commenced its commercial operations in 2013 while Polybutylene 
Terephthalate Plant (PBT) commenced the commercial operations on 1 July 2018 after successful 
commissioning, testing and completion of acceptance formalities. 
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1. CORPORATE INFORMATION (continued) 

The principal activities of Sipchem Europe Cooperative U.A and its 100% owned subsidiaries including Sipchem 
Europe B.V. and Sipchem Europe SA are to provide marketing and distribution of petrochemical products of the 
Company. 
 
The principal activities of Sipchem Asia pte Ltd is to act as a marketing agent and coordinator for sales of the 
Company’s products. 
 
The principal activity of GACI is the manufacture and sale of cross-linked polyethylene and electrical connecting 
wire products. GACI commenced its commercial operations from 1 June 2015 after the successful commissioning, 
testing and completion of acceptance formalities with the main contractors. 
 
The principal activities of SSPC which was established in 2014, is the manufacture and sale of moulds and dies 
and related services as well as production of Ethylene-Vinyl Acetate “EVA” films. The EVA film plant has 
commenced commercial operations on 1 January 2019. 
 

1.1. On 22 June 2009, one of the shareholders of IAC and IVC contributed less than required contribution towards 

shareholders’ advances and Sipchem agreed to contribute more than its required level to support the project. As 

a result, the Group’s effective percentage of interest in both the companies increased by 2.52%. In February 

2016, the Group acquired an additional 11% shares from a minority shareholder (Ikarus Petroleum Industries 

Company) in each of IAC and IVC, increasing its effective ownership from 78.52% to 89.52% for a consideration 

of SR 375.3 million. The Group recognized a reduction in non-controlling interests of SR 339.4 million and a 

reduction of SR 35.9 million in the equity attributable to the shareholders. 

  

1.2. The Group has only a 50% share in GACI. However, pursuant to the shareholders agreement, the control over 

the relevant activities and the operations of Gulf Advanced Cable Insulation Company are with the Group. 

Accordingly, the investee company is treated as a subsidiary of the Group. 

 

1.3. The investee company was incorporated in 2013 in Singapore. Its Article of Association is dated 13 Jumada Al-

Awal, 1434H, corresponding to 25 March 2013. The principal activity of the Company is to provide marketing 

services for the products manufactured by the Group. 

 

1.4. In 2019, share capital of Sipchem Specialized Technology Company amounting to SR 5,000,000 was paid. The 

principal activity of this Company is the manufacturing of metal equipment and spare parts. The Tool 

Manufacturing Factory (“TMF”) plant has started commercial operations from 1 November 2016 and was 

transferred from SSPC to SAT in 2020. 

 

1.5. 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. 
 

1.6. Equity accounted investees 

The Company, through its subsidiary Sahara, holds 50% equity interest in Sahara and Ma’aden Petrochemicals 
Company (“SAMAPCO”), a Joint Venture which is primarily involved in manufacturing of Caustic Soda and Ethyl 
di-Chloride. 
 
The Company, through its subsidiary Sahara, also holds equity interests in following associates which are 
primarily involved in manufacturing of petrochemical products: 
 
  Effective ownership percentage at 

31 March 

  2021 2020 

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”)  30.00% 30.00% 
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2. BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES 

2.1. Statement of compliance 
These condensed consolidated interim financial statements (“Interim Financial Statements”) have been prepared 
in accordance with IAS 34 “Interim Financial Reporting” that is endorsed in the Kingdom of Saudi Arabia and 
other standards and pronouncements that are issued by Saudi Organization for Chartered and Professional 
Accountants (“SOCPA”), and should be read in conjunction with the Group’s last annual consolidated financial 
statements as at and for the year ended 31 December 2020 (“Last Annual Financial Statements”). They do not 
include all of the information required for a complete set of IFRS financial statements. However, changes in 
accounting policies and selected explanatory notes (if any) are included to explain events and transactions that 
are significant to an understanding of the changes in the Group’s financial position and performance since the 
last annual financial statements. 
 

2.2. Basis of preparation 

These condensed consolidated interim financial statements have been prepared on the historical cost basis 
except for the following material items in the condensed consolidated statement of financial position: 
▪ Investment in certain equity securities and certain financial assets measured at fair value; 

▪ The defined benefit obligation is recognised at the present value of future obligations using the Projected Unit 

Credit Method; and 

▪ Derivative financial instruments that are measured at fair value. 

 

2.3. Use of judgements and estimates 

In preparing these Interim financial statements, management has made judgments and estimates that affect the 
application of accounting policies and the reported amounts of assets and liabilities, income and expense. Actual 
results may differ from these estimates.  

 
Except for the change in estimate for value in use of certain CGUs as discussed in Note-6, the significant 
judgments made by management in applying the Group’s accounting policies and the key sources of estimation 
uncertainty were the same as those described in the last annual financial statements. Further, the management 
continues to closely monitor any material developments across the markets in which it operates and sells its 
products and taking adequate measures to ensure estimates and judgements remain reasonable. Material 
changes (if any) will be reflected as a part of the operating results and cash flows of the future reporting periods. 
 

2.4. Basis of consolidation 

The interim financial statements comprise the consolidated interim financial statements of the Company and its 

subsidiaries (Note 1) for the period ended 31 March 2021. 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) 

▪ 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. 

 
Generally, there is a presumption that a majority of voting rights result in control. To support this presumption and 
when the Group  has less than a majority of the voting or similar rights of an investee, the Group  considers all 
relevant facts and circumstances in assessing whether it has power over an investee, including: 
▪ The contractual arrangement(s) with the other vote holders of the investee; 

▪ Rights arising from other contractual arrangements; and 

▪ The Group's voting rights and potential voting rights. 
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2. BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued) 
2.4. Basis of consolidation (continued) 

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 off during the period are included in the condensed 
consolidated interim 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 (OCI) are attributed 
to the equity holders of the Group and non-controlling interest, even if this results in the non-controlling interest 
having a deficit balance. 
 
When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting 
policies in line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses 
and cash flows relating to transactions among members of the Group are eliminated in full on consolidation. 
 
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 interest; 

▪ 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 Group’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 off the 

related assets or liabilities. 

 

Non-Controlling Interests (NCI) are measured at their proportionate share of the acquiree’s identifiable net assets 
at the date of acquisition. Changes in the Group’s interest in a subsidiary that do not result in a loss of control are 
accounted for as an equity transactions. 
 
Intra-group balances and transactions, and any unrealized income and expenses arising from intra-group 
transactions, are eliminated. Unrealized gains arising from transactions with equity accounted investees are 
eliminated against the investment to the extent of the Group’s interest in the investee. Unrealized losses are 
eliminated in the same way as unrealized gains, but only to the extent that there is no evidence of impairment. 
 

2.5. Significant accounting policies 
The accounting policies applied in these interim financial statements are the same as those applied in the Group’s 

consolidated financial statements as at and for the year ended 31 December 2020.  
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2.6.    SUMMARY OF CHANGES IN SIGNIFICANT ACCOUNTING POLICIES DUE TO NEW STANDARDS 

  A. New and revised standards with no material effect on the financial statements 
 

The following revised IFRSs have been adopted. The application of these revised IFRSs did not have any 
material impact on the amounts reported for current and prior periods. 
 
- COVID-19-Related Rent Concessions (Amendment to IFRS 16),effective for annual periods beginning on or 

after 1 January 2020. 
- Interest Rate Benchmark Reform – Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16), 

effective for annual periods beginning on or after 1 January 2020. 
 
B. New and revised standards issued but not yet effective 
- Onerous Contracts Cost of Fulfilling a Contract (Amendments to IAS 37), effective for annual periods beginning 

on or after 1 January 2022. 
- Annual Improvements to IFRS Standards 2018-2020, effective for annual periods beginning on or after 1 

January 2022. 
- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16), effective for annual 

periods beginning on or after 1 January 2022. 
- Reference to the Conceptual Framework (Amendments to IFRS 3), effective for annual periods beginning on 

or after 1 January 2022. 
- IFRS 17 Insurance Contracts, effective for annual periods beginning on or after 1 January 2023. 
- Classification of liabilities as current or non-current (Amendments to IAS 1), effective for annual periods 

beginning on or after 1 January 2023. 
- Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to IFRS 

10 and IAS 28) with effective annual period yet to be determined. 
 
The above-mentioned IFRSs are not expected to have a significant impact on the financial statements of the 
Group. 
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3. REVENUE FROM CONTRACTS WITH CUSTOMERS 
The Group’s operations and main revenue streams are those described in the last annual financial statements. 
 
 

i) Disaggregation of revenue from contracts with customers 
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. 
 

 

  31 March 2021 
(Unaudited) 

 31 March 2020 
(Unaudited) 

Primary geographic markets      
Foreign countries   1,904,601 

 
 1,135,672 

Saudi Arabia   126,374 

 
 268,420 

   2,030,975  1,404,092 

      
      
Major products/service lines      
Petrochemical products   2,023,573  1,392,052 

Product on contract basis - specialized products, tools etc   7,402  12,040 

   2,030,975  1,404,092 

      
      
Timing of revenue recognition      
Product transferred at a point in time   2,023,573  1,392,052 
Product transferred over time   7,402  12,040 

   2,030,975  1,404,092 
 
 

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

 
  31 March 2021 

(Unaudited)  
31 December 2020 

(Audited) 

      
Receivables included in trade receivables   1,385,052  1,053,388 

Contract assets included in trade receivables   14,685  7,530 

Contract liabilities   (160,560)  (164,246) 
 
 
The contract assets primarily relate to the Group’s rights to consideration for work completed but not billed at the 
reporting date. The contractual liabilities primarily relate to the advance consideration received from customers 
for which revenue is recognised on satisfaction of performance obligation. 
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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, Polybutylene 
terephthalate, and electrical connecting wire products. This segment also includes polypropylene. 

• Marketing, which includes trading revenues of Sipchem Marketing Company and its foreign subsidiaries as 
defined in Note 1.  

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

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

Period ended 31 March 
2021 (Unaudited) 

Basic 
chemicals 

Intermediate 
chemicals Polymers Marketing 

Corporate 
and others 

Consolidation 
elimination Total 

Revenue         

External customers  548,798   528,923   811,403   134,450   7,401   -     2,030,975  

Inter-segment  99,318   233,104   17,387   1,322,120   -     (1,671,929)  -    

Total revenue  648,116   762,027   828,790   1,456,570   7,401   (1,671,929)  2,030,975  

Gross profit / (loss)  381,884   233,107   310,694   61,566   (3,488)  (27,703)  956,060  

Operating profit / (loss)   310,275   172,470   245,633   48,149   (21,935)  (21,322)  733,270  

Share of profit from 
associates and joint 
venture 

 
 

 -    

 
 

 -    

 
 

 -    

 
 

 -    

  
 

85,887  

 
 

 -    

  
 

85,887  
Profit / (loss) before Zakat 

and tax 
 

 290,523  
 

152,247 
 

(48,093) 
 

 48,246  
 

 146,679  
 

 (96,542) 
 

 493,060  

Total assets 3,999,330   5,447,042   7,229,776   1,735,393   25,231,640  (19,260,927)  24,382,254  

Total liabilities 2,766,146   2,400,313  3,230,106   1,284,973   5,460,921   (4,961,908)  10,180,551  

Capital expenditure  15,790   57,781   10,382   2   28,001   -     111,956  

        

        

Period ended 31 March  
2020 (Unaudited) 

Basic 
chemicals 

Intermediate 
chemicals 

 
Polymers 

 
Marketing 

Corporate 
and others 

Consolidation 
elimination 

 
Total 

Revenue         

External customers  342,567   353,149   492,647  203,689 12,040  -     1,404,092  

Inter-segment  122,753   238,267   14,157   818,775   -     (1,193,952)  -    

Total revenue  465,320   591,416   506,804  1,022,464 12,040  (1,193,952)  1,404,092  

Gross profit / (loss)  198,645   10,256   28,617   32,853   (3,359)  5,380   272,392  

Operating profit / (loss)  128,029   (52,310)  (23,482)  18,946   (17,339)  12,501   66,345  

Share of loss from associates 
and joint venture 

 
 

 -    

 
 

 -    

 
 

 -    

 
 

 -    

 
 

 (10,153) 

 
 

 -    

 
 

 (10,153) 

Profit / (loss) before Zakat 
and tax 

 

 10,857  

  

124,213  

  

(56,926) 

 

 19,894  

 

 (204,016) 

 

 5,863  

 

 (100,115) 

Total assets 3,955,249   5,499,722  7,344,612   1,178,755   23,118,688  (16,684,239)  24,412,787  

Total liabilities 1,979,594   2,188,101  3,415,604   802,866   5,462,111   (3,633,190)  10,215,086  

Capital expenditure  38,137   10,951   37,586   -   23,299   -    109,973 
 

Revenue based on geographical information 
 Saudi Arabia Foreign countries Total 

Revenue from external customers    

31 March 2021 126,374 
 

1,904,601 
 

2,030,975 

31 March 2020 268,420 1,135,672  1,404,092  
 

 



SAHARA INTERNATIONAL PETROCHEMICAL COMPANY 

A SAUDI JOINT STOCK COMPANY 

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS    
FOR THE THREE MONTHS PERIOD ENDED 31 MARCH 2021 
EXPRESSED IN SAUDI RIYALS IN THOUSANDS UNLESS OTHERWISE STATED 

 

15 
 

4. SEGMENT INFORMATION (continued) 
Revenue by geography and segment 

 For the period ended 31 March 2021 (Unaudited) 

 Basic 
chemicals 

Intermediate 
chemicals Polymers Marketing  

Corporate 
and others 

 
Total 

Revenue:       

Foreign countries  466,754  528,923 795,466 106,057  7,401 1,904,601 
 

Saudi Arabia  82,044   -     15,937  28,393  -    126,374 
 

Total revenue  548,798  528,923 811,403  134,450   7,401   2,030,975  
 

 For the period ended 31 March 2020 (Unaudited) 

 Basic 
chemicals 

Intermediate 
chemicals Polymers Marketing  

Corporate 
and others 

 
Total 

Revenue:       

Foreign countries  316,858   297,734   414,504  106,576 -  1,135,672  

Saudi Arabia  25,709   55,415   78,143   97,113   12,040   268,420  

Total revenue  342,567   353,149   492,647  203,689  12,040   1,404,092  
 

 
5. ZAKAT AND INCOME TAX 

Outstanding assessments: 
Details of outstanding assessments of the Group are the same as disclosed in Group’s last annual financial 
statements for the year ended 31 December 2020 except for the following: 
 
Sahara International Petrochemical Company (formerly Saudi International Petrochemical Company) 

During Q1 2021, Sipchem received General Secretariat of Tax Committees (“GSTC”) notification for appeal 

hearing against General Authority of Zakat and Income Tax ("GAZT") revised zakat assessments to be held in 

April 2021. This is related to 2011 to 2014 assessments. 

 

During Q1 2021, Sipchem received revised assessment from GAZT with a liability of SR 6.9 million. Sipchem has 

filed appeal against the revised assessment at GSTC. GSTC review is awaited. This is related to 2015 to 2018 

assessments. 

 

International Acetyl Company (IAC) 

During Q1 2021, IAC received GSTC decision with partial acceptance of appeal. The Company has escalated 

the appeal to the second level of GSTC to review the case for items not in favor of IAC. Company awaits GSTC 

second level review. This is related to 2006 to 2008 assessments. 

 

During Q1 2021, GAZT conducted a hearing session to discuss the IAC’s appeal. Following the conduct of hearing 

GAZT issued revised assessment with a Zakat liability of SR 153K which has already been settled by IAC. This 

is related to 2011 to 2014 assessments. Accordingly, the assessments for the years 2011 to 2014 is considered 

finalized and closed.  

 

International Vinyl Acetate Company (IVC) 

During Q1 2021, IVC received GSTC decision with rejection of appeal. The Company has escalated the appeal 

to the second level of GSTC to review the case. Company awaits GSTC second level review. This is related to 

2011 to 2012 assessments. 

 

During Q1 2021, IVC escalated the appeal to the GSTC against the GAZT’s revised assessment. GSTC 

requested IVC to submit an additional appeal memo against the GAZT’s viewpoints. The Company is in process 

of drafting the memo and will submit in April 2021 on its due date. This is related to 2013 to 2014 assessments. 

 

During Q1 2021, IVC received rejection notification of appeal from GAZT. The Company has escalated the appeal 

to the GSTC. Company awaits GSTC review. This is related to 2015 assessment of capital gain tax (“CGT”). 

 

During Q1 2021, IVC filed appeal with GAZT against the Tax assessment. The GAZT rejected the IVC’s appeal. 

Subsequently Company escalated the appeal to the GSTC. GSTC review is awaited. This is related to 2015 

assessment of income tax. 
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5. ZAKAT AND INCOME TAX (CONTINUED) 
Saudi Specialized Products Company (SSPC) 

During Q1 2021, SSPC received revised assessment from GAZT with a liability of SR 0.85 million. The Company 

has escalated the appeal to GSTC. GSTC review is awaited. This is related to 2017 to 2018 assessments. 
 

Al-Waha Petrochemical Company (Al-Waha) 

During Q1 2021, Al-Waha received final assessments from GAZT with a Zakat/tax/delay fine liability of SR 4.3 

million. The Company is currently reviewing the assessment and intends to file objection. This is related to 2015 

to 2018 assessments. 
 

6. PROPERTY, PLANT AND EQUIPMENT 
a. Acquisitions and disposals 

• During the three months period ended 31 March 2021, the Group acquired assets with a cost of SR 111.9 
million (three months period ended 31 March 2020: SR 109.9 million).  

• During the three months period ended 31 March 2021, gain of SR 14.2 million has been recognized from sale 
of certain precious metals. (three months period ended 31 March 2020: SR 206.1). 

• During the three months period ended 31 March 2021, assets with a carrying amount of SR 0.6 million (three 
months period ended 31 March 2020: SR Nil) were written off. 

 

b. Capital work in progress 
The Group’s capital work-in-progress as at 31 March 2021 is SR 602.9 million (as at 31 December 2020: SR 
577.3 million) comprises mainly of costs related to Integration management office “IMO” cost, turnaround costs 
and other costs related to several projects for improvements and enhancements of operating plants. 
 

c. Impairment 
PBT and GACI 
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 do impairment of PBT and GACI CGUs. Recoverable 
amount was estimated based on value-in-use calculations which used cash flow projections from revised financial 
budgets and five-year forecasts. As a result of the exercise, the Group determined that the recoverable amount of 
PBT and GACI CGUs was less than its carrying amount. Therefore, an additional impairment loss of SR 160 million 
and SR 100 million was recognized in 2021 financial results in PBT and GACI respectively. 
 
This is in addition to impairment loss of SR 150 million in PBT previously recognized in the 2019 annual financial 
results and SR 300 million in PBT recognised in 2016 financial results. No impairment has been recorded 
previously with respect to GACI plant.  
 
IDC 
During FY 2020, following Covid-19 and economic outlook for the near term, management re-assessed the 
recoverable amount of IDC CGU during the period ended 31 March 2020, and an additional impairment loss was 
recognized amounting to SR 100 million in Q1 2020 results. For the current period ended, 31 March 2021, 
management has reassessed IDC performance and as of the period end date, management believes no 
additional impairment is required in IDC CGU.  
 
Historically with respect to IDC, an impairment loss of SR 256 million is recognized in the 2019 annual financial 
results and SR 400 million is recognised in 2016 financial results.  
 
The key assumptions used in the estimation of value in use for PBT, GACI and IDC CGUs were as follows: 

   2021  2020 

Discount rate  10%  10% 
Terminal Value growth rate  2%  2% 

 
The discount rate was a pre-tax measure calculated based on weighted average cost of capital, using capital 
asset pricing model (“CAPM”) model to calculate the cost of equity. CAPM model used was adjusted for a risk 
premium to reflect both the increased risk of investing in equities generally and systematic risk of the specific 
CGU. Five years of cash flows were included in the discounted cash flow model, and a terminal value growth rate 
of 2% from 2025 has been determined by reference to nominal Gross Domestic Product (GDP) of Saudi Arabia, 
i.e. the country where the CGUs operate. Following the impairment loss recognized in Group’s CGUs as identified 
above, the recoverable amount was equal to the carrying amount. Therefore, any movement in the key 
assumptions would cause a change in impairment loss. Furthermore, other CGUs were analyzed by the 
management considering current situation and recessionary outlook and there is no impairment on other CGUs.



SAHARA INTERNATIONAL PETROCHEMICAL COMPANY 

A SAUDI JOINT STOCK COMPANY 

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS    
FOR THE THREE MONTHS PERIOD ENDED 31 MARCH 2021 
EXPRESSED IN SAUDI RIYALS IN THOUSANDS UNLESS OTHERWISE STATED 

 

17 
 

7. INVESTMENTS IN A JOINT VENTURE AND ASSOCIATES 

 

   Note 
 31 March 2021 

(Unaudited)  
 31 December 

2020 (Audited) 

Investment in a joint venture    135,725  120,628 

Investment in associates  7.1  3,443,476  3,372,686 

    3,579,201  3,493,314 

 
7.1.    Investment in Associates 

 

 31 March 2021 
(Unaudited)  

 31 December 
2020 (Audited) 

Investment in Associates:     

Tasnee and Sahara Olefins Company  3,249,857  3,178,072 

Khair Inorganic Chemical Industries Company  193,619  194,614 

  3,443,476  3,372,686 

 
8. INVENTORIES 

As at 31 March 2021, the Group wrote down its finished goods inventory by SR Nil (As at 31 March 2020: SR 
10.9 million) on account of an increase in the cost of production of certain finished goods exceeding the selling 
prices. The write-down is included in ‘cost of sales’ in the condensed consolidated income statement. 
 

9. LOANS AND BORROWINGS 
 

 
 

31 March 2021 
(Unaudited)  

 31 December 
2020 (Audited) 

Current loans and borrowings     

Shari’a compliant loans  634,529  692,303 

Saudi Industrial Development Fund (“SIDF”)  313,661  331,500 

Public Investment Fund loans (“PIF”)  -  54,208 

  948,190  1,078,011 

Islamic Murabaha bonds (SUKUK)  987,909  987,773 

Total current loans and borrowings  1,936,099  2,065,784 

Non-current loans and borrowings     

Shari’a compliant loans  5,200,008  4,909,272 

Saudi Industrial Development Fund (“SIDF”)  -  132,523 

Public Investment Fund loans (“PIF”)  -  298,121 

  5,200,008  5,339,916 

Other non-current loans     

Advances from non-controlling shareholders  53,957  53,326 

Total non-current loans and borrowings  5,253,965  5,393,242 

Total loans and borrowings  7,190,064  7,459,026 

 
The loan bears financial charges at Saudi Arabian Inter Bank Offered Rate ("SAIBOR") plus a specified fixed 
margin. During the three month period ended 31 March 2021, the Group obtained Sharia' compliant loans 
amounting to SR 700 million (31 March 2020 : SR 450 million) which carries interest at market rates, and repaid 
an amount of SR 962 million (31 March 2020 : SR 206 million) related to Sharia' compliant, SIDF and PIF loans.  

 
As at 31 March 2021, PBT is in covenant breach of maintaining current ratio and leverage ratio for SIDF loan. 
Accordingly, entire SIDF outstanding liability related to PBT has been classified as current liability. 
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10. FINANCIAL INSTRUMENTS 
The Group’s principal financial assets include cash and cash equivalents, trade receivable, long term investments 
and certain other receivables that arise directly from its operations. The Group’s principal financial liabilities 
comprise short and long term loans and borrowings, advances from partners and trade and other payables. The 
main purpose of these financial liabilities is to finance the Group’s operations. 
 
Fair value hierarchy 
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 condensed 
consolidated interim 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: 
  Carrying 

amount Fair value Level 1 Level 2 Level 3 

  As at 31 March 2021 (Unaudited) 

Short term investments       
Equity securities  20,074 20,074 20,074 - - 
       
Long term investments       
Listed mutual fund  65,550 65,550 65,550 - - 
Unlisted mutual fund  115,703 115,703 - 115,703 - 
Equity shares  15,967 15,967 15,967 - - 

Total   217,294   217,294   101,591  115,703 - 
 
  Carrying 

amount 
 

Fair value 
 

Level 1 
 

Level 2 
 

Level 3 

  As at 31 December 2020 (Audited) 

Short term investments       

Equity securities  20,036 20,036 20,036 - - 

       

Long term investments       

Listed mutual fund   63,750   63,750   63,750   -     -    

Unlisted mutual fund   121,095   121,095   -     121,095   -    

Equity shares   15,522   15,522   15,522   -     -    

Total  220,403 220,403 99,308 121,095 - 

 
11. COMMITMENTS AND CONTINGENCIES 

Commitments 

  
31 March 2021 

(Unaudited)  
 31 December 2020 

(Audited) 

Capital commitments  304,336  250,522 
 

Contingencies  

  
31 March 2021 

(Unaudited)  
 31 December 2020 

(Audited) 

Letters of guarantee and credit  647,417  640,260 
 

Contingent liabilities 
In addition, the Group has no material contingent liabilities as at period ended 31 March 2021 except for those as 
disclosed in Note 5 to the condensed consolidated interim financial statements. 
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12. RELATED PARTY TRANSACTIONS AND BALANCES 
Related parties include the Company’s shareholders, associated companies and their shareholders, key 
management personnel, Board of 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 (“JAMC”) Shareholder of a subsidiary 

HELM - Arabia GmbH & Co. KG (“Helm - Arabia”) Shareholder of a subsidiary 

Hanwha Chemical Malaysia Sdn Bhd (“Hanwha”) Shareholder of a subsidiary 

SAMAPCO Joint venture of a subsidiary 

Lyondell Basell Shareholder of joint operations of a subsidiary 

SAAC Associated Company 

Saudi Ethylene and Polyethylene Company (“SEPC”) Associated Company 
 

a) Significant transaction with related parties other than key management personnel 

Transactions with related parties have been disclosed below: 

 

Related party  Nature of transaction 

For the three 
month period 

ended 31 March 
2021 (Unaudited) 

 
For the three 
month period 

ended 31 March 
2020 (Unaudited) 

Hanwha Sales made to Hanwha 185,668  125,186 

     

JAMC Sales made to JAMC 82,893  56,087 

     

SAMAPCO Shared service cost charged to SAMAPCO  38,475  23,162 

     

Lyondell Basell Sales made to Lyondell Basell  100,923  44,728 

 Shared services cost charged to Lyondell Basell 8,439  7,621 

     

SEPC Purchase of ethylene by Al-Waha 5,030  6,219 

 Purchase of ethylene by IVC 74,240  86,930 

 
The above transactions resulted in the following unsecured balances with related parties: 
 
i) Trade receivables 

  
31 March 2021 

(Unaudited)  
 31 December 2020 

(Audited) 

Lyondell Basell and its associates  218,536  194,815 

Hanwha Chemical Malaysia Sdn Bhd  136,170  100,037 

Japan Arabia Methanol Company Limited (JAMC)  49,720  44,446 

  404,426  339,298 

 
ii) Prepayment and other current assets 

  
31 March 2021 

(Unaudited)  
 31 December 2020 

(Audited) 

SAMAPCO  100,189  34,465 

Lyondell Basell  21,318  4,429 

  121,507  38,894 
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12. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED) 
a) Significant transaction with related parties other than key management personnel 
iii) Accrued expenses and other current liabilities 

  
31 March 2021 

(Unaudited)  
 31 December 2020 

(Audited) 

SAMAPCO  13,682  35,611 

Lyondell Basell  90,591  40,866 

Hanwha  5,706  5,619 

Helm - Arabia  -  5,523 

  109,979  87,619 

 

b) 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 Company. The key 
management personnel compensation is as follows: 

  
31 March 2021 

(Unaudited)  
 31 March 2020 

(Unaudited)  

Short-term employee benefits  2,513  3,075 

End of service benefits  921  241 

Thrift plan  285  107 

Share based payment transactions  35  6 

Total compensation related to key management personnel  3,754  3,429 

 
13.     OTHER (EXPENSES) AND INCOME, NET 

 
Notes  31 March 2021 

(Unaudited)  
 31 March 2020 

(Unaudited)  

Other income 13.1  25,419  211,796 
Other expenses 13.2  (264,390)  (283,653) 

   (238,971)  (71,857) 

 
13.1.  Other income 

 Notes  31 March 2021 
(Unaudited)  

 31 March 2020 
(Unaudited)  

Gain on precious metal 13.1.1  14,247  206,142 
Others   11,172  5,654 

   25,419  211,796 

 
13.1.1.  Income of SR 14.2 million (three month period ended 31 March 2020: SR 206.1 million) represents gain of sale 

of certain precious metals used as catalysts in certain plants. The Group has opted to lease such precious 
metals instead of outright ownership. 

 
13.2.   Other expenses 

 Notes  31 March 2021 
(Unaudited)  

 31 March 2020 
(Unaudited)  

Impairment loss 13.2.1  (260,000)  (280,000) 
Others   (4,390)  (3,653) 

   (264,390)  (283,653) 

 
13.2.1.  Loss from impairment of certain CGUs amounting to SR 260 million (three months period ended 31 March 

2020: SR 280 million) - for detail refer to note 6.  
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14. EARNINGS PER SHARE 
The calculation of Earnings per share has been based on the following profit attributable to the equity holders of 
the Company and weighted average number of ordinary shares outstanding: 

 

 
15. COMPARATIVE FIGURES 

Certain comparative figures have been reclassified to comply with the current period presentation of the financial 

statements. 

 

16. SUBSEQUENT EVENTS 

No adjusting event occurred between 31 March 2021 and the date of authorization of these condensed 
consolidated interim financial statements by the Board of Directors, which may have an impact on these 
condensed consolidated interim financial statements.  

 
 31 March 2021 

(Unaudited) 

 31 March 2020 
(Unaudited) 

Profit / (loss) attributable to the equity holders of the Company   411,465    (52,825) 

Weighted average number of ordinary shares outstanding 
during the period 

  
727,162 

  
733,127 

 Basic and diluted earnings / (loss) per share attributable to the 
equity holders of the Company 

 

0.57  (0.07) 


	Eng psr
	Memo Style fs - Copy
	Memo Style fk - Copy
	SIPCHEM Q1 Rep letter
	Sipchem Q1 PSR  4-29-2021
	SIPCHEM Q1 04-29-2021 22 54 27
	7.0 Interim Reviews
	 First Quarter ended 31 March 2021
	1.7.1.2 Interim Review Completion
	1.7.1.2.1 Summary of risks
	1.7.1.2.8 Review Report





	SIPCHEM ENG FS 21 Q1
	Sipchem FS Q1 2021 - V8
	Independent Review report V4
	Sipchem FS Q1 2021 - V8




(i) Document Results/Findings


ID Activity Reference Short Description Detailed Description of Risk Results and Findings


SR3


4.5.6 Summary of control deficiencies


Compliance with Debt 
Covenants


- Sipchem(Group) has several long 
term commercial loans obtained from 
local and commercial Banks. The loans 
have certain financial ratios covenants 
attached that are required to be 
maintained. - There is a risk that in 
case of any breaches of loan 
covenants, the relevant financial 
institutions may demand repayment of 
the their loans immediately or on 
accelerated terms. - Loan agreements 
can be regularly modified, potentially 
triggering the need to assess whether 
derecognition of the existing loan and 
recognition of a new loan is required. - 
Over-borrowing places pressure on net 
margins and liquidity risk management. 
- Companies occasionally do not 
account for the borrowings at the 
effective interest rate. Failure to comply 
with covenants requirements, 
according to the term and conditions of 
Borrowing arrangements, financial 
institution have the ability to recall the 
loan given at any time,This will lead all 
the non current borrowing portions to 
be classified as current borrowings. 


For details please refer to the 
attachment 1.7.1.2.1.0030


SR1 1. Revenue recognition / 
Provisional pricing.


2. Understatement of losses 
related to expected credit 
losses or erroneous calculation 
of ECL related to trade 
receivables.


Revenue recognition as per IFRS 15: 1
- There is a risk of fraud relating to 
false sales during the period, for 
example by recording sales to 
marketer i.e. Sipchem Marketing 
Company of goods that are merely 
shipped to SMC and may not be 
subsequently sold to third party 
customers. Without eliminating the 
sales to SMC and consequently 
overstating revenue. 2- There is also a 
risk of fraud relating to sales cut-off as 
at the period end, for example 
overstating revenue by recording sales 
made in a subsequent accounting 
period in the current period/ or 
understating revenue by deferring 
recording sales made in the current 
accounting period to a subsequent 
period. 3- Further, the goods are sold 
at provisional prices to the marketers 
and certain price adjustments may 
come once the Goods are sold to 
ultimate customers. The provisional 
prices may not be adjusted at year end 
for un-sold stock where actual prices 
are different from provisional prices. 
Accordingly, management to meet 
specific stake holder expectations and 
achieve certain KPIs may manipulate 
revenue transactions to achieve 
desired results. Therefore, our audit 


For details please refer to the 
attachment 1.7.1.2.1.0010


(?) Significant risks associated with significant account(s) and disclosure(s)


1.7.1.2.1 Summary of risks







2.5.3 Other risk assessment 
procedures


procedures over revenue recognition 
requires special audit consideration 
because of the nature of the risk and 
the potential for intentional 
misstatements to the completeness, 
existence (occurrence) and accuracy of 
the revenue. Management may 
manipulate provisional price 
adjustments, or report sales that are 
not yet sold to third party customers. 
Further, DAT sales to customer 
premises for petrochemical products 
may be recognized at FOB or vice 
versa. NOTE: Revenue streams is 
primarily sale of petrochemical and 
related products and follow a same 
pattern for initiation, processing and 
recording. A very small revenue is 
generated from specialized products 
which is recognized over time. The 
revenue from such business accounts 
for < 1% of total revenues. We have 
therefore, combined revenue in 
significant accounts and disclosures 
and have not shown this separately. 
Although, specific procedures are 
performed on revenue generated from 
such contracts to verify the CEA of 
revenue. Revenue stream generally 
follow the same nature, complexity, 
risks, processes and controls other 
than the insignificant amount for Be-
spoke specialized products. ECL 
Model and impacts on valuation of 
Receivables: There may be a potential 
impairment of trade receivables from 
measurement of expected credit losses 
(ECLs). The preparation of the 
estimate of impairment including the 
calculation of ECLs, assessment of 
significant increases in credit risk and 
other related matters (e.g. definition of 
default and significant increase in 
credit risk) involves subjective 
judgements and uncertainties, which 
requires special audit consideration 
because of the likelihood and potential 
magnitude of misstatements to the 
valuation of and disclosures for trade 
receivables. Further, management may 
intentionally understate the provision of 
expected credit losses based to 
achieve desired results including KPIs. 







Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Sales ☑ ☑


Accounts receivable ☑ ☑


Detailed Description


Revenue recognition as per IFRS 15:


1- There is a risk of fraud relating to false sales during the period, for example by recording sales to marketer i.e. Sipchem Marketing Company of goods that are 
merely shipped to SMC and may not be subsequently sold to third party customers. Without eliminating the sales to SMC and consequently overstating revenue.  


2- There is also a risk of fraud relating to sales cut-off as at the period end, for example overstating revenue by recording sales made in a subsequent accounting 
period in the current period/ or understating revenue by deferring recording sales made in the current accounting period to a subsequent period.


3- Further, the goods are sold at provisional prices to the marketers and certain price adjustments may come once the Goods are sold to ultimate customers. 
The provisional prices may not be adjusted at year end for un-sold stock where actual prices are different from provisional prices. 


Accordingly, management to meet specific stake holder expectations and achieve certain KPIs may manipulate revenue transactions to achieve desired results. 
Therefore, our audit procedures over revenue recognition requires special audit consideration because of the nature of the risk and the potential for intentional 
misstatements to the completeness, existence (occurrence) and accuracy of the revenue. Management may manipulate provisional price adjustments, or report 
sales that are not yet sold to third party customers. Further, DAT sales to customer premises for petrochemical products may be recognized at FOB or vice 
versa. 


NOTE:
Revenue streams is primarily sale of petrochemical and related products and follow a same pattern for initiation, processing and recording. A very small revenue 
is generated from specialized products which is recognized over time. The revenue from such business accounts for < 1% of total revenues. We have therefore, 
combined revenue in significant accounts and disclosures and have not shown this separately. Although, specific procedures are performed on revenue 
generated from such contracts to verify the CEA of revenue. Revenue stream generally follow the same nature, complexity, risks, processes and controls other 
than the insignificant amount for Be-spoke specialized products. 


ECL Model and impacts on valuation of Receivables:


There may be a potential impairment of trade receivables from measurement of expected credit losses (ECLs). The preparation of the  estimate of impairment 
including the calculation of ECLs, assessment of significant increases in credit risk and other related matters (e.g. definition of default and significant increase in 
credit risk) involves subjective judgements and uncertainties, which requires special audit consideration because of the likelihood and potential magnitude of 
misstatements to the valuation of and disclosures for trade receivables. Further, management may intentionally understate the provision of expected credit 
losses based to achieve desired results including KPIs. 


SR2


● F.3 Audit Program
● 2.5.3 Other risk assessment 
procedures


Impairment of Property, plant 
and equipment


There is a potential impairment of 
assets arising from fluctuation in prices 
of petrochemical Products with low 
margin for certain CGUs, in particular 
IDC and PBT CGUs. The identification 
of indicators of impairment and the 
preparation of the estimate of the 
recoverable amount of an asset or 
cash-generating unit involves 
subjective judgments and 
uncertainties, which requires special 
audit consideration because of the 
likelihood and potential magnitude of 
misstatements to the valuation and/or 
disclosures for Property, plant and 
equipment. There is a risk that 
Property, plant and equipment and 
other non-current assets are 
recognized at amounts above their 
recoverable amounts due to adverse 
market conditions (e.g. failing 
petrochemical product prices) or 
competition by Chinese companies for 
certain products which may result in 
impairment of these assets.


For details please refer to the 
attachment 1.7.1.2.1.0020







Document the effect on the review of interim financial information


ID Activity 
Reference Short Description Detailed Description of Significant Risk Effect on Interim Review


Risks that have a pervasive effect (financial statement level risks)


Sign Off History    


Status User Date


Reviewed Dale Clark 4/27/2021


Reviewed Furqanullah Khan 4/26/2021


Reviewed Furqanullah Khan 4/26/2021


Reviewed Faiz Silachi 4/24/2021


Prepared Muhammad Mudassar 4/20/2021


Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Property, plant and equipment ☐ ☑


There is a potential impairment of assets arising from fluctuation in prices of petrochemical Products with low margin for certain CGUs, in particular IDC and PBT 
CGUs.  The identification of indicators of impairment and the preparation of the estimate of the recoverable amount of an asset or cash-generating unit involves 
subjective judgments and uncertainties, which requires special audit consideration because of the likelihood and potential magnitude of misstatements to the 
valuation and/or disclosures for Property, plant and equipment.


There is a risk that Property, plant and equipment and other non-current assets are recognized at amounts above their recoverable amounts due to adverse 
market conditions (e.g. failing petrochemical product prices)  or competition by Chinese companies for certain products which may result in impairment of these 
assets.


Significant Account(s)/Disclosure(s) Risk of Fraud Risk of Error


Long term loans and current portion of long term loans ☐ ☑


- Sipchem(Group) has several long term commercial loans obtained from local and commercial Banks. The loans have certain financial ratios  covenants 
attached that are required   to be maintained.


- There is a risk that in case of any breaches of loan covenants, the relevant financial institutions may demand repayment of the their loans immediately or on 
accelerated terms.


- Loan agreements can be regularly modified, potentially triggering the need to assess whether derecognition of the existing loan and recognition of a new loan is 
required.


- Over-borrowing places pressure on net margins and liquidity risk management.


- Companies occasionally do not account for the borrowings at the effective interest rate.


Failure to comply with covenants requirements, according to the term and conditions of Borrowing arrangements, financial institution have the ability to recall the 
loan given at any time,This will lead all the non current borrowing portions to be classified as current borrowings.







