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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS

SAUDI ARABIAN REFINERIES COMPANY

(A SAUDI JOINT STOCK COMPANY)

JEDDAH - SAUDI ARABIA

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Qualified Opinion

We have audited the accompanying financial statements of Saudi Arabian Refineries Company (“the Company”),
which comprise the statement of financial position as at December 31, 2020, the statement of profit or loss and
comprehensive income, statement of changes in shareholders 'equity and statement of cash flows for the year then
ended, and the notes (1) to (24} thereon, including a summary of significant accounting policies and other explanatory
notes.

In our apinion, except of the possible effect of the modifications, which we could have determined the extent of their
necessity had we been able to oblain the data and information referred to in the basis of the gualified opinion sectlion
of our report below, the accompanying financial statements present fairly, in all material respects, the financial
position of the company as at December 31, 2020, and its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards that are endorsed in the Kingdom Saudi
Arabia and other standards and pronouncements that are issued by the Saudi Organization for Cerified Public
Accountants (SOCPA).

Basis for Qualified Opinion

We were unable to verify the amount of delay fines and fees that may result from the company not paying the bank
guarantee for the associate amounting to SR 5.1 million as shown in note Mo. (10). Therefore, we were unable o
determine the adjustments and material effects that may result from it on the financial statements of the company.

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the Kingdom
of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor's responsibilities for
the audit of the financial statements section of our report. We are independent of the Company in accordance with
the professional code of conducts and ethics that are endorsed in the Kingdom of Saudi Arabia that are relevant to
our audit of the financial statements, and we have fulfilled our other ethical responsibiliies in accordance with
these requirements. We believe that the audit evidences thal we have obtained are sufficient and appropriate to
provide a basis for our qualified opinion.

Key audit matters

Key audit matters are those matters that, according to our professional judgment, were of most significance in our
audit of the financial statements for the year ended December 31, 2020. These matlers were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters. Key audit matters include the following:
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INDEPENDENT AUDITOR'S REPORT... (Continued)

TO THE SHAREHOLDERS

SAUDI ARABIAN REFINERIES COMPANY
(A SAUDI JOINT STOCK COMPANY)
JEDDAH - SAUDI ARABIA

El Sayed El Ayouty & Co.

Certified Public Accountants

Investments in equity instruments at fair value through other comprehensive income:

The key audit matter

How our audit addressed the key audit matter

As al December 31, 2020, the company has
investments in equity instruments in listed companies
amounting to SR 425,933,581 (2019, SR 367.949,647),
where these invesimenis are measured at fair value in
the statement of the financial position. The changes in
fair value are included in the statement of profit or loss
and other comprehensive income.

In order to assess the objective evidence of impairment
of investments in equity instruments in listed companies,
management monitors fluctuations in prices and uses
impairment criteria,

Determining whether the guoted prices of securities held
by the company do not reflect their fair value requires
judgment and the use of estimates by management,

We performed the following procedures as part of our
audit of investments in equity instruments through other
comprehensive income:;

-Review the design and effectivensss of the internal
contral systems related to the evaluation of these
investments for the company.

-We considered fluctuations f changes in prices during
the acquisition period to ensure whether the impairment
mit the crileria for impairment.

“Verify ownership of the company’s investments.

-Evaluate the adequacy of the related disclosures.

Investments in associates:

" The key audit matter

How our audit addressed the key audit matter

As at December 31, 2020, the company has
invesiments in associates amounting to SR 49,359,105
(2019: SR 48,309,359).

At each reporting date, the company evaluates whether
there is any indication of impairment of these
investmants, and in the event thal occurs, the company
calculates the amount of the impairment as the
difference between the recoverable wvalue of the
associate and its carrying amount. The loss is included
as impairment in the statement of profit or loss and other
comprehensive income.

The impairment of investments in associales considerad
a key audit matter as the valuation inputs are largely
subject to judgment.

We performed the following procedures as part of our
audit :

- Merify ownership of the company's investments and
disclose any obligations related to these investments,

- Consider lhe adequacy of the company’'s policies
related to testing the impairment of investments in
associates and assessing compliance with the applied
accounting standards.

- Evaluate the management procedures in the
impairment test and evaluate the design and application
of the main contrals over these proceduras.

- Evaluate the adequacy of the related disclosures
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INDEPENDENT AUDITOR'S REPORT... (Continued)

TO THE SHAREHOLDERS

SAUDI ARABIAN REFINERIES COMPANY
(A SAUDI JOINT STOCK COMPANY)
JEDDAH - SAUDI ARABIA

Other matters

The company's financial statements for the year ended December 31, 2019 were audited by another auditor who
expressed a modified opinion on these financial statements dated March 11, 2020 (corresponding to Rajab 16,1441H

Other information

Management is responsible for the other information. The other information include the information included in the
annual report but do not include the financial statements and the auditor's report. Our opinion on the financial
statements does not include the other information, nor does it express any form of conclusion in this regard.

With regard to our audit of the financial statements, it is our responsibility 1o read the other information, and in doing
50, we consider whether the other information are materially inconsistent with the financial statements or our
knowledge cbtained during the audit process, or otherwise appears to be material error. During our audit, if we
conclude that, there are significant errors within this other information, and then we are required to report this fact.
We have nothing to mention in this regard.

Responsibilities of Management and those charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentalion of these financial statements in accordance
with International Financial Reporting Standards as endersed in the Kingdom Saudi Arabia and other standards
and pronouncements that are issued by SOCPA, and the provisions of Companies' Law and company's Articles of
Associafion and for such internal control as management determines is necessary lo enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error,

In preparing the financial statements, the management is responsible for assessing the Company's ability to
continue as a going concem, disclosing, as applicable, matters refated to going concern and using the going concem
basis of accounting unless management either intends to liquidate the Company or to cease operafions, or has
realistic appropriate alternative but to do so.

Those charged with govermnance are responsible for overseeing the Company's financial reporting process.

Auditors' Responsibilities for the Audit of the Financial Statements

Qur ohjectives are lo obtain reasonable assurance aboul whether the financial statements as a whele are free
from material misstatement, whether due to fraud or error and fo issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance buf is not a guarantee that an audit conducted in
accordance with International standards on auditing that are endorsed in the Kingdom of Saudi Arabia will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users faken on the basis of these financial statements.

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

= |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audil procedures responsive to those risks, and obtain audit evidence that is sufficient.
and appropriate to provide a basis for our opinion. The nisk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal contraol.
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INDEPENDENT AUDITOR'S REPORT... (Continued)

TO THE SHAREHOLDERS

SAUDI ARABIAN REFINERIES COMPANY
(A SAUDI JOINT STOCK COMPANY)
JEDDAH - SAUDI ARABIA

Auditors' Responsibilities for the Audit of the Financial Statements (Continued)

= Oblain an understanding of internal control relevant to the audil in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company's internal control,

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by managemant,

« Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on
the audil evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concem.
if we eonclude thal a material unceriainty exists, we are required to draw attention in our auditors’ report o the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However, future
evenis or conditions may cause the Company fo cease lo continue as a going concermn.

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

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

We have also provided those charged with govemnance with a statement which states that we have complied with the
relevant ethical requirements relating to independence. Furthermore, they have been informed with all relations and
other matters that we believe reasonably affect our independence and, as appropriate, the relevant safeguard
measures,

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

FOR EL SAYED EL AYOUTY & CO.

\ Balamzh__

Abdullah A. Balamesh
Certified Public Accountant
License No, (345)

JEDDAH: 19 Ragab 1442 H
3 March 2021




SAUDI ARABIAN REFINERIES COMPANY

(A SAUDI JOINT STOCK COMPANY)

e

Statement of financial position
(All amounts in Saudi Riyals unless otherwise stated)

As at December 31,
Assets MNotes 2020 2018
Non-current assets
Property and equipment- net 57.203 58.310
Investments in equity instruments at fair value through cther comprehensive income 4.8 4249 933 581 367 9249 647
Investments in associates 49,359,105 48,309,359
Total non-current assets 479,349,889 416,318,316
Total assets B o
Prepaid expenses and other debit balancas ) 8,587 300 12,383,315
Cash and cash equivalents 8 30,657 331 36,310,138
Total current assets 35244721 48703453
Shareholders' Equity and liabilities 518,594 610 465,021,769
Shareholders’ Equity
Share capital 1 150,000,000 150,000,000
Statutory reserve 17T 27,440,781 26,102,735
Reserve for valuation of investments in equity instruments at FVOCI 4B 301,906.348 245932 383
Retained samings 28.977.168 31.926,853
Total shareholders’ equity EﬂE,Sﬂ,ET? 453,961,971
Mon-current liabilities
Employees’ defined benefits obligations 9 A 612,259 541,546
Total nen-Current liabilities 612,259 541,546
Current liabilities
Due to shareholders 3,8580.902 3,985 260
Accruals and other current liabilities 10 5,462,974 5,389,559
Zakat provision 11.B 334,198 1,143,433
Total current liabilities 9,658,074 10,518,252
Total liabilities 10,270,333 11,059,798
Total shareholders’ equity and liabilities 518,594,610 465,021,769

i

Accounts Officer Managing Director

Chairman of the Board of Directors

Mame : Abdullah lbrahim Al Johani Mame : Fahad Abdulrahman AllMeakil Name : Prince Mohammed Bin

Khalid Bin Turki Al Saud

The accompanying notes from (1) to (24) form an integral part of these financial statements.



SAUDI ARABIAN REFINERIES COMPANY
(A SAUDI JOINT STOCK COMPANY

Statement of profits or losses and other comprehensive income
(Al amounts in Saudi Rivals unless otherwise stated)

For the year ended December 31,

Note 2020 2018

Investment income 12 15,777,542 22,798,404
Company's share from results of investment in associate 13 1,047,918 {1,814 678)

16,825,460 20,983,726
General and administrative expenses 14 (2,789 658) (3,138 400)
Met profit of the activity 14,035,802 17,845,326
Other income 303,080 467 482
Met profit of the year before zakat 14,338,862 18,312,768
Fakat for the year 11.A (334,158) (1,142.088)
Zakat for previous years 118 (624,401) -
Net income for the year 13,380,263 17,170,699
Items of other comprehensive incame
Items that will not be re-classified subsequently within
profits or losses:
Profits (losses) of re-measurament of employees’ defined benefit
obligations ] 6.250 (90.757)
Share of company in profit (losses) from re-measurement of
employees’ defined benefit obligations of an associate 5A 1.828 {131,455)
Unrealized profits in equity investments at fair value through
other comprehensive income 4B 55 873,965 17,737 414
Total comprehensive income for the year 69,362,306 34,685,501
Basic and diluted #arnings per share of net income for the year 18 0.89 1,14

L E—

Accounts Officer Managing Director Chairman of the Board of Directors
MName . Abdullah Ibrahim Al Johani Mame : Fahad Abdulrahman AlMeakil Name | Prince Mohammed Bin
Khalid Bin Turki Al Saud

The accompanying notes from (1) to (24) form an integral part of these financial statements.



SAUDI ARABIAN REFINERIES COMPANY

(A SALDI JOINT STOCK COMPANY
F

Statement of changes in shareholders' equity
{48 amounds in Saudi Riyals unfess otherwise stated)

Share capital Statrtory Resenve for vaiuation of Retained Total
resernve investments in equity earnings shareholders’
instruments at FW0CH equity

Batance as at January 1,2013 150,000,000 24,385,685 228,194,569 27,945.436 430,526 070
Met profit for the year - - - 17,170,629 T A70.659
Change in #ems of other comprehensve - - 17737414 (222.212) H7.515.202
income for the year
Tiatal comprehensive income for the year - - 17,737,414 16,848,487 34,685,201
Transfzrred 1o stabutory reserve - 1717070 - (17970700 -
Dwvidends (Mote 16) - - - {14,250, 000) (11,250,000}
Balance as at December 31, 2019 150,000,000 26,102,735 245932 383 31,526,853 453,961,971
Balance as at January 1,2020 150,000,000 265,102,735 245932383 31,526,853 453,961,971
Net profit for the year = - - 13,380,263 13,380,263
Change in items of other comprebensive = - 55,873,965 BOTE 55,962,043
income: for the year
Total comprehensive income for the year - - 55.973,965 13,388,341 69,362,306
Transfemed o statutory resene - 1,538,026 - (1,338.026) -
Dividends [Mote 16) - - - (15, 000000 (15,000,000
Balance as at December 31,2020 150,000,000 27,440,781 301,906,348 28,977,168 508,324 25T

N

W =

Accounts Officer Managing Director — Chairman of the Board of Directors
Mame  Abdulish [brahim A Johani Mame - Fahad Abdulrahman Al Meakel Mame - Prnce Mohammed Bin Khaid
Bin Turks & Saned

The accompanying notes from (1) to (24} form an integral part of these financial statements



SAUDI ARABIAN REFINERIES COMPANY

(A SAUDI JOINT STOCK COMPANY

Statement of cash flows
{All amounts in Saudi Riyals unless otherwise staled)

For the year ended December 31
2020 2018

Cash flows from operating activities:
Met profit for the year before zakat 14,338,862 18,312,788
Adjustments for Net profit for the year before zakat to net cash flows
from operating activities:
Depreciation of property and equipment 13,294 5525
Provided for employess’ defined benefit obligations 60,574 53.710
Interest expense of employees’ defined benefit obligations 16,389 18,799
Company's share from results of investment in associate (1,047,918) 1.814.678
{Gains) on sale of property and equipment = (2,050)
Changes in ftems of operating assets and liabilities:
Prepaid expenses and other debit balances 3,805,925 588 661
Due to shareholders (124,358) 148,359
Accruals and other current liabilities 73.415 (79,198)
Cash generated by operating activities 17,136,183 20,862,282
Zakat paid (1,767 .834) (805.903)
Net Cash flows generated by operating activities 15,388,349 20,056,377
Cash flows from investing activities:
Addition to property and equipment {11,187) (53.734)
Purchase of investments in equity instruments at FVOCI {6,008,969) {1.135,392)
Proceeds from sale of property and equipment - 2,050
Proceeds from sale of investments in equity instruments at FYOCI - 47,568
Net cash flows (used in ) investing activities (6,021,1586) (1,139,508)
Cash flows from financing activities:
Dividends paid (15,000,000) {11,250,000)
Cash flows (used in ) financing activities {15,000,000) 111,250,000)
(Decrease)increase in cash and cash equivalents (5,652 807) 7,666, B6Y
Cash and cash equivalents at the beginning of the year 36,310,138 28,643,269
Cash and cash equivalents at the end of the year 30,657,331 36,310,138
Non-cash transactions:
Unrealized gain from investments in equity instruments at FVOCI 559 17,737 414

W

Accounts Officer Managing Director Chairman of the Board of Directors
MName . Abdultah lbrahim Al Johani MName : Fahad Abdulrahman Mamea : FPrince Mohammed Bin
AlMeakel Khalid Bin Turki Al Saud

The accompanying notes from (1) to (24) form an integral part of these financial statements
B



SAUDI ARABIAN REFINERIES COMPANY

(A SAUDI JOINT STOCK COMPANY)
Notes to the financial statements
{All amounts in Saudi Riyals unless otherwise stated)

1 naral

Saudi Arabian Refineries Company ("the company”) is a Saudi joint stock company registered under the commercial
registration issued at Jeddah with the number 4030003334 dated September 14, 1960 (corresponding to 18 Dhul -
Hijjah 1379 H)

As at December 31, 2020, the company's share capital amounted to SR150 million (December 31, 2018: 150 million)
divided into 15 million shares (December 31, 2019: 15 million shares) with a par value of SR 10 per share.

The company is engaged in extracting crude oil, establishing refining and petrochemical plants and refineries, dealing
in securities as principal, buying and selling land and real estate, dividing them and selling aclivities off-plan,
managing and leasing owned or ieased properties (non-residential).

The present aclivity of the company is invesling in local companies, and therefore ils activity is limited to the
investment sector, and it has no other business sectors.

The company's registered office is located at the following address:

Adham Commercial Center, Jeddah

Madinah Road

F. O. Box 1113, Jeddah 21431, Kingdom of Saudi Arabia

The company's fiscal year starts from the beginning of January of each calendar year and ends at the end of
December of the same year

2. Basis of preparation
2.1. Statement of compliance

These annual financial statements prepared in accordance with Intemational Financial Reporting Standards (IFRS)
adopted in the Kingdom of Saudi Arabia and other standards and pronouncements that are issued by SOCPA.

2.2, Basis of measurement
These financial statements are prepared under the historical cost basls using accrual basis of accounting except for.

- Investments in equity instruments, which are measured at fair value through other comprehensive income.
- Employees' defined benefit obligations, which are calculated on the basis of the present value of future obligations
in accordance with the projected credit unit method.

2.3, Functional and presentation currency
These financial statements are presented in Saudi Arabian Riyals ("SR") which is the functional and presentation

currency of the company. All figures are rounded to nearest Saudi Riyal unless otherwise stated,

2.4 Sianificant accountin timates, assu and judgments

The preparation of these financial statements requires management to make judgment, estimates and assumptions
that affect the reported amounts of assets, liabilities, revenue, expenses and disclosure of contingent liabilities at the
reporting date.

Estimates and judgments are reviewed on an ongoing basis and are based on historical experience and other factors,
including expectations of fulure events that are believed to be reasonable under the circumstances. The company
makes estimates and assumptions conceming the future. Management believes that the actual results may not
substantially differ from these estimates.

The underlying estimates and assumplions that may cause material adjustments to the carrying amounts of assets
and liabilities during the next financial year have been explained as follows:

Useful lives of property and equipment

The management determines the estimated useful lives of property and equipment for calculating depreciation. This
estimate is determined after considering expected usage of the assets or physical wear and tear. Management
=]



SAUDI ARABIAN REFINERIES COMPANY

{A SAUDI JOINT STOCK COMPANY)
Notes to the financial statements
{All amounts in Saudi Riyals unless otherwise stated)

2. Basis of preparation... (Continued)

2.4 Significant accounting estimates, assumptions and judgments. .. (Continued)

Useful lives of property a uipment... (Continued
reviews the residual value and useful lives annually, and future depreciation charges are adjusted where
management believes the useful lives differ from previous estimates

Impairment of non-financial assetls

Non-financial assets are reviewed to asceriain whether there are any losses as a result of the impairment whenever
events or changes in circumstances indicate that the book value may not be recoverable. The impairment loss is
recognized in the value by finding the difference betwean the book value of the asset and the recoverable amount.

The recoverable amount is the higher fair value of the asset less costs of sale and the residual value for use. For
assessing impairment, assets are grouped to the lowest level where there are independent cash flows (CGU) that are
identifiable

Non-financial assets other than goodwill (if any) and those that have experienced impairment are reviewed for the
possibility of reversing the impairment at each reporting date. When the impairment loss is subsequently reversed,
the carrying amount of the asset or cash-generating unit is increased to the revised estimate of its recoverable value,
pravided that il does nol exceed the camrying value that would have been determined had no impairment loss been
recorded in the asset value or cash generating unit in previous years,

The reversal of an impairment loss is recognized as direct income in the statement of profils or losses and no
impairment loss is reversed in goodwill.

Provision for expected credit losses

The company applies the expected credit loss (ECL) model to determine the losses of impairment of trade and other
receivables. The provision is determined by reference to a set of factors to ensure that the balances of receivables
are not overestimated as a result of the possibility of their un-collectability, on the basis of ageing from the date of
initial recognition of receivables to measure ECL. Receivables are grouped based on characteristics of shared credit
risk and number of ageing days.

The expected loss rates are generated from the company's historical information and adjusted to reflect the expected
future outcome which includes any future information on macroeconomic factors such as inflation and GDP growth
rate.

Employee 5" defined benefits obligations

The cost of employees’ end of service benefits is determined under the unfunded defined benefit program measured
by using the actuarial valuation. An actuarial valuation includes many assumptions that may differ from actual
developments in the future. These assumptions include determining the discount rate, fulure salary increases,
employee behavior, and employee tumover, Due to the complexity of the evaluation and its long-term nature, the
unfunded defined reward cbligation is very sensitive fo changes in these assumptions. Therefore, all assumptions are
reviewed once or more in one year when necessary.

Fair value moasuremant

The company measures financial instruments at fair value as at the reporting date. The fair value is the price to sell
an asset or transfer a liability in an orderly process between two parties in the market at the measurement date. The
fair value measurement is based on the presumption that the sale of the asset or the transfer of the liability takes
place either:

¢ [nthe principal market for the asset or liability.

+ In the most favorable market for assels and liabilities in the non-existence of a primary market.

10



SAUDI ARABIAN REFINERIES COMPANY

(A SAUDI JOINT STOCK COMPANY)
Motes to the financial statements
(Al amounts in Saudi Riyals unless otherwise stated)

2. Basis of preparation... (Continued
Significant accounting estimates, assumptions and judgments... (Continued

Fair value measurement... (Continu
The most favorable market should be available for the company.

The fair value of the asset or liability is measured using assumptions that market parlicipants would use when pricing
the asset or liability and assuming that the participants act in their best interests.

When measuring the fair value of a non-financial asset, the ability of a market participant to generate economic
benefits resulting from the best use of the asset or its sale to another market participant who may use it in the best
use is taken into consideration.

The company uses valuation fechnigues that are appropriate in the circumstances and for which sufficient data are
available to measure fair the value, and it recognizes the increased use of relevant observable inputs and the
reduction of the use of unobservable inpuls.

All assets and liabilities for which fair values are measured or disclosed in the financial statements are categorized
within the fair value hierarchy, which is explained below, on the basis of the minimum inputs that is significant to the
fair values measurement as a whole:

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

Level 2. Valuation techniques such that the minimum gquantifiable inputs that are significant to the fair value
measurement can be directly or indirectly observable:

Level 3: Valuation techniques where the minimum quantifiable inputs that are significant to the fair value
measurement are not observable.

If the Inputs used to measure the fair value of an asset or liability are located at different levels of the fair value
hierarchy, then the measurement is completely categorized under the lowest level of input that is significant to the
measurement as a whole.

The company recognizes transfers between levels of the fair value hierarchy at the end of the reporting period in
which the change has occurred. As of December 31, 2020 (December 31, 2019), there are no shifls between levels.

Going concern concept
The company’s management has made an assessment of its ability to continue as a going concem and is salisfied

that it has the resources to continue in business for the foreseeable future. Furthermaore, management is not aware of
any material uncertainties that may cast significant doubt upon the company’s ability to continue as a going concern,
Therefore, the financial statements continue to be prepared on the going concern basis,

3. Summary of significant accounting policies
The significant accounting policies set of below have been applied consistently to all periods presented in these
financial statements .

3.1. Current versus non-current classification

The Company presents assets and liabilities in the financial statements based on current / non-current classification.
An asset is current when it is:

+ Expected to be realized or intended to be sold or consumed in the normal operating cycle

* Held primarily for the purpose of trading

11



SAUDI ARABIAN REFINERIES COMPANY

{A SAUDI JOINT STOCK COMPANY)
Notes to the financial statements
{All amounts in Saudi Riyals unless otherwise stated)

3.1. Current versus non-current classification... ([Continued)

* Expected to be realized within twelve months after the reporting period, or

= Cash or cash equivalent unless restricted from being exchanged or used to settle a liabifity for at least twelve
manths after the reporting peried

All other assets are classified as non-current.

A liability is current whenit is

* [t is expected to be settled in the normal operating cycle

* [t is held primarily for the purpose of trading

+ [t is due to be settled within twelve months after the reporting period, or

* There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period.

All other liabilities are classified as non-current.

.2. Pro and equipment
A) Recognition and measurement
Items of property and equipment are measured at cost less accumulated depreciation and accumulated impairment
losses, if any.
The cost includes expenditures that are direclly attributable to the acquisition of the asset. The cost of self-
constructed assets includes costs of materials, direct labor and any other costs directly attributable to preparing the
asset for its intended use and the costs of dismantling, removing, and reinstalling the asset on site,

When the useful lives of some items of property and equipment are different, they are accounted for as separate
compaonents (major components) of property and equipment.

Profits or losses are delermined upon disposal of any item of property and equipment by comparing the amount
obtained from disposal with the book value of the asset and |s recognized at net within other income in the statement
of profits or losses.

B} Subsequent costs

The cost of replacing any item of property and equipment is recognized in the carrying amount of the asset if it is
probable that economic benefits will flow from that asset to the company. These benefits can be measured reliably
and the carrying amount of the replaced part is de-recognized. The daily cost of servicing property and equipment is
recognized within the profits or losses as incurred.

C) Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of the asset or ancther alternative amount
of cost value less the residual value.

Depreciation is recognized in the statement of profit or loss using the straight-line method over the estimated useful
lives of each tem of properly and equipment, as this is the closest method that reflects the expected pattern of
depreciation of the economic benefits embodied in the asset.

The estimated useful lives for the current year and the comparative year are as follows:

%
Furniture and fixtures 20
Motor vehicles 20

The company reviews the methods of depreciation ,useful lives and the residual values of property and equipment at
the end of each financial year to ensure that they reflect the benefit obtained, and if there is a difference, it is treated
as changes in the accounting estimates (in the year of change and subsequent years).
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3. Summary of significant a nti licies... ([Conti

3.3. Right-of-use assets and obligations of leases
A) right-of-use assets

The lease is recognized as a right-of-use asset with its corresponding obligations on the date on which the
leased asset becomes ready for use by the company. Each payment of the lease is allocated between the obligations
and the cosl of financing. The cost of financing is recognized in the statement of profits or losses over the term of
thie lease,

Right-of-use assets are depreciated over shorter the useful life of the asset and the term of the lease, on a siraight-
line basis.

Right-to-use assets are initially measured at cost and consist of the followings:

- The initial measurement amount for the lease obligation,

- Any lease payments made on or before the lease commencement date less any lease incentives received,

- Any initial direct costs, and

- Costs of recovery, where applicable.

It is subsequently measured at cost less accumulaled depreciation and accumulated impairment losses

Right-of-use assets are presented in a separate line item in the statement of financial position.

B) Obligations of leases
On the commencement date of the lease, the company records the rental obligations measured at the present value

of lease payments made over the term of the lease. Rent payments include fixed payments (including fixed payments
in substance) less any receivable rental incentives, variable rental payments thal are index or rate based, and
amounts expected o be paid under residual value guarantees. Lease payments include the price of exercising a
purchase oplion when there is reasonable cerainty that the company will exercise this right in addition to the lease
termination fines payments in the avent that the terms of the leasa stipulale that the company exercises the option to
cancel. Regarding, variable rent payments that are not dependent on an indication or rate, are recorded as an
expense in the period in which the payment is made. Lease payments are deducted using the interest rate included in
the lease agreement or the company’s incremental borrowing rate.

The rental obligation is presented in a separate line item in the statement of financial position.

C) Short-term leases and impaired assets

Short-lerm |leases are contracts with a lease term of 12 months or less. Impaired assets are items that do not
meet the company's capitalization limits and are not material to the company's statement of financial position as
a whole. Payments for shori-term leases and leases with impaired assets are recognized on a straight line basis
in the statement of profils or losses.

D) Variable lease payments

Certain leases include variable payments related to the use / performance of the leased asset. These assets
are recognized in the statemant of profits or losses

3.4. Impairment

Mon-financial assets

At the end of each reporting period, the company reviews the carrying amounts of its non-financial assets
to delermine whether there is any indication that these assels have suffered impairment losses. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine impairment losses (if any).

In the event that it is not possible to estimate the recoverable value of a specific asset, the company estimates
the recoverable amount of the cash-generating unit to which the asset itself belongs. When a reasonable
and consistent basis of allocation can be identified, joint assets are also allocated to cash generating units, or they
are allocated to the smallest group of cash generating units for which a reasonable and consistent basis of
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3. Summary of significant accountin ligies... (Continued

3.4, Impairment... (Continu

Non-financial assets... (Continued)
allocation can be identified. The cash-generating unit to which the goodwill has been allocated is tested to determine

the annual impairment, whenever there is an Indication of impairment of the unit by comparing the book value of the
unit, including goodwill, with the recoverable amount of the unit.

Intangible assets with indefinite useful life are not amortized. Instead, the asset iz tested for impairment annually,
whenever there is an indication that the asset is impaired.

The recoverable amount is the higher of the fair value of the asset less disposal costs or use value. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset for which
the future cash flow assessment has not been adjusted,

If the recoverable amount of the asset (or cash-generating unit) is estimated to be less than the camying amount, the
carrying amount of the assel (or cash-generating unit) is reduced to the recoverable value. Impairment losses are
recognized directly in profit or loss.

When the impairment loss is subsequently reversed, the carmying amount of the assel (or cash-generating unit)
is increased to the recoverable reassessmeant, so thal the revised carrying amount does not exceed the value of
the asset (or cash-generating unit) if the impairment loss is not accountad for in the previous years,

The reversal of an impairment loss is recognized directly in profit or loss. An impairment loss recognized in previous
periods is not reversed for goodwill in a subsequent period,

3.5. Financial instruments
Recognition of financial assets

The financial asset and liability are recognized when the company becomes a party {o the contractual obligations of
the instrument, and this is generally done at the trading date. The company derecognizes financial assets when the
contractual cash flows of those assets expire or when the company transfers the right to obtain contractual cash flows
from the financial asset in a transaction in which all the risks and rewards of ownership of the financial assets are

transferred substantially,

Financial assets

International Financial Reporting Standard) IFRS 9) requires that all financial assets to be classified and
subsequently measured at amortized cost or fair value. The classification is based on the business model for
managing the financial assets and the contractual cash flow characteristics of the financial assets as shown below,
which are determined at the time of initial recognition.

All financial assets not classified as measured at amorized cost or at fair value through other comprehensive income
as explained below are measured at FVTPL,

Net gains and losses, including any interest or dividend income, are recognized within profit or loss.

« Financial assets at amortized cost
Financial assels are measured at amortized cost using lhe effective interest methed, if both of the following

conditions are mel:

- That the objective of holding financial assets within the business model is to collect contractual cash flows, and

- It arises from the contractual terms of the financial asset, on specific dates cash flows from the principal amount and
the interest on principal outstanding only,
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3. Summary of significant accountin licies... (Continued

3.5. Financial instruments... (Continued)

Financial assets... (Continued)

Financial assets at amortized cost...(continued

When making an assessment of whether assets are held within a business model that aims to hold assets to collect
contractual cash flows, the company takes into consideration the followings:

- Management policies, company objectives, and performance of those policies in practice,

-The risks that affect the performance of the business model (and the financial assets held within the business
madel), and in particular, the manner in which those risks are managed.

- How does management assesses the portfolio’s performance

- Whether the management strategy focuses on earning contractual commisgsion income.

- The degree of frequency of any sales of the expected assels.

- The reason behind any sales of the assets.

Interest income and gaing and losses from foreign currency translation and impairment are recognized within the

profit or loss. Any gain or |oss arising from de-recognition is recognized within the profit or loss.

Financial assets classified as loans and recefvables that measured at amortized cost were measured under IFRS 8
*Financial Instruments” as they are held in the business modal to collect contractual cash flows and these cash flows
consist of only principal and interest payments.

nvastments | btin ir value through other comprehensive income
Investments in debt insiruments that meet the following conditions are measured at FVOCI:
- It maintains financial assets within a business model whose objective is achieved by collecting contractual cash
flows and selling financial assels.
- The contractual terms of the financial asset give the right on specific dates to cash flows counted from the principal
amount and interest on the principal amount.

Interest income is recognized in profit or loss. All other changes in the carrying amount of these instruments are
recognized in other comprehensive income and their accumulations under the investment revaluation reserve, When
these instruments are disposed of, the cumulative gain or loss previously recognized in other comprehensive income
15 reclassified o the statement of profit or loss.

The company has no investments in debt instruments at fair value through other comprehensive income.

Upon initial recognition, the company can make an irrevocable selection (on an instrument-by-instrument basis) to
detarmine that the investment in equity instrurments will be at FVOC!. This is not permitted if the investment is hald for
the purpose of trading.

Holding a financial asset for the purpose of trading is considered if:

- It is mainly acquired for the purpose of selling or repurchasing it in the near term.

- Investment is considered part of a portfolio to make profits in the short term. Or

- If they are derivatives,

Investments in equity instruments are measured through other comprehensive income, initially at fair value plus
transaction costs. Thereafter, it is measured at fair value with gains and losses resulting from changes in fair value
recognized in other comprehensive income. It is never reclassified to profit or loss and no impairment is recognized in
the statement of profit or loss.

Dividends income is recognized in the statement of profits or losses when the company's right fo receive dividends is

established in accordance with International Financlal Reporting Standard Mo. (15), unless the dividends
clearly represent a recovery of part of the investment cost.
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3. Summary of significant accounting policies... [Continued)

3.5, Financial instruments... (Continued)
Financial assets... (Continued)
Investments in debt instruments at fair value through other comprehensive income...[continued)

Investment revaluation reserve includes the net cumulative change in the fair value of equity investments measured
at FVOCI. When these financial instruments are eliminated, the amount accumulated in the fair value is transferred
from reserve to retained eamings.

Impairment of financial assets

A model s followed for expected credit losses from impairment of financial assets. The expected credit loss madel
raguires that the company account for expected credit losses and changes in those expected credit losses at each
reporting date in order to demonstrate changes in credit risk from the date of initial registration

IFRS 9 uses the “expected credit loss® (ECL) model. The model is applied to financial assets that are measured at
amortized cost and to debt instruments that are measured at fair value through other comprehensive income, not to
investmeants in equity instruments.

In accordance with the International Financial Reporting Standard No. (9). Measurement of ECL is considered as an
indication of the probability of default, or the given default loss (meaning the size of the loss if there is a default), The
assessmeant of the probability of default is based on historical data, which is adjusted by information that forecasts the
future.

Expected losses are measured as the amount equal to (a) the 12-month expected loss, or (b) the expected loss over
the life of the asset.

If there has not been a material increase in the credit risk of the financial instruments since their inception date, then
a provision is made in an amount equivalent to the expected losses for a period of 12 months, and in some other
cases, a provision is made for the expected losses over the life of the asset

For frade receivables with financing compaonents, a simplified approach is available for this, as an assessment of the
increase in credit risk is not required at each reporting date. Instead, the company can create a provision for expected
losses based on expecled losses over the life of the asset.

The company decides lo take advantage of the life expectancy loss oplion. For trade receivables thal do nol have a
significant financing component, the company is required to follow the 12-month ECL model.

Disposal of financial assets

The company derecognizes the financial assets only when the contractual rights to cash fliows from the assels sxpire
or it transfers the financial assets and the risks and rewards of ownership to another party, If the company does not
transfer or retain substantially all the risks and benefits of ownership of the assets, then it continues to recognize its
retained share in the assets and liabilities associated with the financial assets to the amounts that it may have to pay.

Financial liabilities

Financial liabilities are classified either at amortized cost or at falr value through profit or loss,

All financial liabilities of the company have been classified and measured at amortized cost using the actual retumn
method. The company has no financial liabilifies at fair value through profit or loss,
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3. SBummary of significant accounting policies... (Continued)

Financial liabilities... (Continued)

De-recognition of financial liabilities

The company derecognizes financial liabilities only when they are fulfilled, canceled or expired.

Offsetling between financial assets and liabilities and the net amounts determined in the financial statements takes
place when there is a legally enforceable right o set off those included amounts, as well as when the company has
an intention to settle them on a net basis or sell the assels to pay the liabilities simultaneously.

1.6. Investments in associates

Investments In associates are accounted for using the equity method. In accordance with the equity method.
Investment in associates is initially recognized at cost and is subsequently adjusted by recognizing the company's
share in the associate's staternent of profit or loss and other comprehensive income less any impairment of net
investment.

3.7. Trade receivables

Trade recelvables are stated at the invoice amount less the provision for the expected credit losses and are
established mainly by providing goods and services to customers (such as trade receivables). They are recognized
initially at fair value plus the direct costs associated with obtaining them, and are subsequently recognized at
amortized cost using the effective interest method less provision for impairment.

3.8. Cash and cash equivalents
Cash and cash equivalents include cash on hand, cash at banks, demand deposits at banks and other short-term,
highty liguid investments with maturities of three months or less.

3.9. Employees' benefits
The company contributes to the retirement pension and social insurance for ils employees in accordance with the

Saudi Labor Law.

A)  Employees' defined benefits obligations

Employees' defined benefits obligations are due for all working employees in accordance with the terms and
provisions of the cormpany's work regulation, upon the termination of their service contracts.

The company’s obligation related to defined benefit plans is calculated by estimating the value of fulure benefits that

are due to employees in the current and future periods and discounting the value to arrive to the present value.

The company sets assumplions that are used when determining the main components of costs for the purpose of
meeting these future obligations. These assumptions are made after consulting the company’s actuarial expert and
include those assumptions that are used to determine normal service cost as well as the financing component of the
related liabilities, The qualified actuarial exper calculates the defined benefil obligation using the unit accruals
method.

The reassessment of defined benefits obligations which consist of actuarial profits and losses is recognized directly in
the statement of other comprehensive income, The company determines the net interest expense on the defined
benefit obligation for the year by applying the discount rate thal is used to measure the defined benefit obligation at
the beginning of the year and the net specified liability, after taking into account any change in the net defined benefit
obligations during the year as a result of contributions and payments of obligations. The net interest expense and
other expenses relaled to defined benefit plans are recognized in the statement of profits or losses.

B) Shert-term employees' benefits

Short-term employee benefit obligations are measured on a non-discounted basis and are expensed when the
related service is provided.

A ligbility is recognized for the amount expected to be paid under a short-term cash bonus payment plan or profit
share plan if the company has a legal or contractual obligation to pay that amount as a result of a prior service

provided by the employee, and if the value of the obligation can be estimated reliably.
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3. Summary of significant accounting policies... (Continued)

10 coun le an
Trade payables are recognized for amounts to be paid in the future for goods and services recaived, whether billed or
not by suppliars
3.11. pionsrovis
A provision is recognized if, as a result of past events, the company has a present legal or constructive obligation that
can be esfimated reliably, and it is probable that an outflow of economic benefit will be required to settie the
obligation. Provisions are determined by discounting the expected future cash flows at a rate that reflects current
markel assessments of the time value of money and the risks specific to the liability. The discount is recognized
within finance costs.
When a recovery is expected (by a third parly) for some or all of the expenditure required to seftle a provision
(through an insurance contract for example), the recovered amount is recognized only when it is certain that the
refund will be received, if the entity settles the liability. This recoverable amount is recognized as a separate asset,
The expense relating to the provision Is presented in the statement of profit or loss and other comprehensive income,
net of the amount recovered.

3.12. Zakat

Zakal provision is calculated annually in the financial statements in accordance with the instructions of the
General Authority for Zakat and Income Tax (GAZT) in the Kingdom of Saudi Arabia. The zakat provision is settled in
the financial year during which the final assessment is approved, and any differences between the provision for zakal
and the final assessment are recognized in accordance with the requirements of International Accounting Standard
No. 8 “Accounting Policies, Changes in Accounting Estimates, and Errors” and to be included in the financial period
in which the zakal assessment is issuad.

3.13. Value added tax (VAT)

The company is subject to the value-added tax regulation, and the tax is calculated as soon as the invoice is issued,
the commodity is delivered or the price or part thereof is received, and the VAT return is submitted on a quarterly
basis.

3.14. Withholding tax
The management withholds taxes on non-resident parties - if any - according to the Autherity's regulations, which are

nol recognized as expenses because the amounts of the obligations on the counterparty are deducted on its behalf.

3.15. Revenue recognition

Revenue is recognized when the company fulfills its obligations in contracts with clients at an amount that reflects the
material compensation for the goods sold. The company establishes contracts with clients based on a five-step model
as defined in IFRS 15:

Step 1. Determine the contract (s) with a client:
A contract is an agreement concluded between two or more parties that establishes rights and undertakings and sels
oul the criteria that must be fulfilled for each contract.

Step 2. Determine the performance cbligations in the contract:

A performance commitment is a promise in the contract with the client to transfer goods or provide services 1o the
client,

Step 3. Determine the transaction price:

The transaction price is the amount of the consideration that the company expects to receive in exchange for
transferring the goods or senvices promised to the client, excluding the amounts collected on behalf of third parties.

Step 4. Allocation of the transaction price to the performance obligations in the contract:
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3. Summary of significant accounting policies... (Continued)

3.15. Revenue recognition... (Continued)

In a contract that contains more than one perfiomance obligation, the company will distribute the transaction price to
each performance obligation in an amount that determines the amount of the consideration that the company expecls
to receive in exchange for fulfilling each performance obligation.

Step 5. Recognition of revenue when (or where) the entity fulfills a performance obligation.

If the amount intended to be paid in the contract includes a variable amount, the company shall estimate the amount
that the company is entitled to in exchange for transporting the goods and services committed to be provided to the
client.

3.16. Revenue Recognition

The company recognizes revenue from investments in companies that have less than 20% ownership when
due. Income from investments in associates is recognized according to the equity method. Bank deposit income
is recorded on the accrual basis..

3.17. Dividends income

Dividend income is recognized in the statement of profits or losses when the company's right to receive dividends is
established in accordance with Intemational Financial Reporting Standard No. (15), unless the dividends clearly
represent a recovery of part of the investment cost. The proposed dividends are recorded after the date of the
financial statements in the accounts of the year in which the general assembly approves those dividends, provided
that the annual report of the board of directors includes all the dividends referred to.

3.18. Foreign currency transactions
The value of transactions carried out in foreign currencies is translated into the Saudi Riyal according to the

exchange rates prevailing at the time of those transaclions

For non-monetary assets and liabilities recorded in foreign currencies at the end of the financial year are translated
into Saudi Riyals at the prevailing exchange rates on thal date. Realized and unrealized gains or losses from
exchange rate differences are included in the statement of profits or losses and other comprehensive income.

3.19. General and administrative expenses

General and administrative expenses are recognized as period expenses according to the accrual basis, and
these expenses are charged to the accounting period in which they occurred. General and administralive expenses
that benefit from more than one accounting period are allocated on a timely basis and by using their historical cost.

3.20. Earnings per share

Basic earnings per share and diluted earnings per share (if any) are presented for ordinary shares, where basic
earnings per share is calculated by dividing the profit or loss of the ordinary shareholders of the company by the
weighted average number of ordinary shares oulstanding during the year, adjusted for the number of ordinary shares
repurchased or issued during the year. Diluted eamings per share is calculated by adjusting the profit or loss of the
ordinary shareholders of the company and the weighted average number of shares outstanding during the year for
the effects of all the diluted ordinary shares that are likely to be issued during the year

4.21. New International Financial Reporting Standards
New International Financial Reporting Standards that have been implemented from January 1, 2020

The accounting policies applied by the company in preparing the financial statements are in agreement with those
adopted in preparing the annual financial stalements for the year ended December 31, 2019, except for the
application of the new standards that are enforceable at January 1, 2020.
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ignificant accountin

3.21. New International Financial Reporting Standards... [Continued)

The effect will not be material to the financial statements.

Effective for the annual periods starting from or after New standards and amendments

January 1,2020 -Definition of Materiality - Amendments to 1AS 1 and |AS 8.
-Definition of business - Amendments to IFRS 3.
Amendments to the conceptual framework references in
IFRSs.

New International Financial Reporting Standards that have not been implemented yet
The following are the standards and amendments that were issued but did not come into effect until the date of

issuance of the company's financial statements. The company is currently evaluating the effects of the standards and
amendments mentioned below on its financial statements. However, it expects that the effect, if any, will not be
material on the financial statements.

3. Summa

Effective for the _annual periods starting from or after New standards and amendments

January 1,2021 IFRS 17 "Insurance Contracts”

January 1,2022 Classification of liabilities (Amendments to IFRS 1
*Presentation of Financial Staterments”)

Available for optional application f Effective date Sale or contribution of assels belween the investor and his

postponed indefinitely associate or joint venture (amendments to IFRS 10 and
1AS 28)

4. Investments in equity instruments at fair value through ather comprehensive income

4. A, Investments in eguity instruments at FVOCI represent the following:
As at December  As at December

31,2020 31,2019
Saudi Industrial Investment Group 416,328,752 364 667 520
Tabuk Cement Company 2,190,850 2,031 422
Saudi Arabian Oil Company (Saudi Aramca) 1,241,835 1,260,705
Southern region cement company 10,172,144 -
429,933,581 367,949,647
4.B. The Company recorded unrealized profits from investments in equity instruments at FVTOCI as follows:
As at December As at December
31,2020 31,2018
Balance at beginning of the year 245932 383 228,194 969
Unrealized gains during the year (Note 4.¢) 55,073,965 17,737 414
301,906,348 245,832,383
4. C. The following are details of the investments in equity instruments at FVTOCI
As at December31,2020 As at Decembar
Name of the company Mo. of market value 2020 2018 Unrealized
shares of the share [loss)
Gain
Saudi Industrial Investment Group 15,194,480 2740 416,328,752 364,667,520 51,661,232
Tabuk Cement Company 128,571 17,04 2,190,850 2031422 159,428
Saudi Arabian Qil Company (Saudi
Arameo) 35,481 35,00 1,241 835 1,250,705 (8.870)
Southem region cement company® 120,666 84,30 10,172,144 - 4 162,175

429,933,581 367,949,847 55,973,965

*Cn March 18, 2020, the company acquired 120,666 shares in Southern region cement company amounting to
SR 6,008,969,
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5. Investments in associates

Investments in associates represent the followings:

Mame of the company Main Country of Shareholding As at As
business incorporation % December3  at December
sector 1,2020 31,2019

A-Arab Company for Tanks Ltd.  Services  KSA 27%

Balance at beginning of the year 48,309,350 50,255,492

company's share from the results of

investment in associate 1,047 818 (1,814 678)

company's share of the associate’s

other comprehensive income 1,828 (131,455)

Balance at end of the year 49,359,105 48,309,359

B-Arab Company for Sulfonates Industrial  KSA 34%

Ltd.

Balance at beginning of the year 363,006 363,008

Provision for impairment of investment (363,006) (363,0086)

Balance at end of the year* 49,359,105 48,309,359

*The company's board of direclors resolved, in its meeting held on October 10, 2016 (coresponding to Muharram 8,
1438 H,} to authorized the legal advisor of the company to file a lawsuit against the management of the Arab
Sulfonate Company Ltd. for the unfavorable results of the aforementioned company, which resulted in losses of more
than half of its share capital. The lawsuit No. (1574/2 [ s) for the year 1438 H filed on November 21, 2016
{corresponding to Safar 21 1438H) and claimed the Arab Company for Sulfonate Limited to pay a compensation of
SR 26,268,133 representing all the losses incurred by the company as a result of its mismanagement,

On December 8, 2016 ( comesponding to 9 Rabi' Awal 1438 H), the company received a notification of a lawsuit at
the Administrative Court in Jeddah at the Second Commercial Department Mo(1658/2/P) raised by MriSultan M.
Qusal Waly Al Deen Assad (partner) in Arab Sulfonate Company Limited against Saudi Arabian Refineries
Company, requesting to dissolve and liguidate the Arab Sulfonate Company Limited in accordance with the
pravisions of Article 181 of the Companies Act due to the company's exposure o losses exceeding half of ils share
capital,

On March 14, 2018 ({comesponding to 26 Jumada Al-Thani 1438 H, the company informed by the office of the legal
advisor in charge of follow up the law suit that in this session the depariment judged and resolved to liquidate the
Arab Company for Sulfones and appoint the Office of Saleh Abdullah Al Masem - certified public accountant , as a
liquidator to Arab sulfonate Company Limited to verify the losses and the responsibility of the company thereon..

We have been provided with the first follow-up report from the judicial liquidator of the liquidation of the Arab
sulfonate Company Limited (an associate) for the perlod from 22/07/2018 to 31/12/2018, which includes his inakbility
lo prepare the financial statements of the associate for the year, ended 31/12/2018. Also, the management of the
company has not been provided with the audited financial statements for the financlal year ended 31 December
2018 and 2019 from the judicial fiquidator of the Arab sulfonate company limited to assess the investment or
contingent liabilities of the company.

Also , we have been provided with the second follow-up report fram the judicial liquidator for the liquidation of the
Arab Sulfonate Company Ltd. (an associate) for the period from 1/1/2019 to 30/6/2019, which includes his inability to
prepare the financial statements for the associate for the year ended 31 /12 / 2019, and the company's management
has not obtained the audited financial statements for the financial years ended December 31, 2018, 2019 and 2020
from the judicial liquidator of the Arab Company for Sulfonates Limited,

On June 21, 2020, the legal liquidator and the certified public accountant, Saleh Abdullah Al-Naim passed away and
until now, a liguidator has not been appointed instead of him by the court.
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id sxpens n er current assots
Other current assets represent the followings:

Dividends payable*

Prepaid expenses

Other debit assets

Due from Arab Company for Tanks Ltd. (Note 7)

As at December 31,

2020 2019
7,597,240 11,395,860
33,739 10,880
180,599 210,762
775,812 775,812
8,587,390 12,393,315

*This represents dividends payable from investment in Saudi Industrial Investment Group.

7. Transactions with related parties

A) Related parties are the shareholders of the company and the companies in which they directly or indirectly own
shares [ stakes that entitle them to control these companies. The following is a summary of the main transactions

concluded and signed by these parties during the year:

Size of transaction during

Relationship Mature of transaction 2020 2019

Arab Company for Tanks Ltd. Associate Administrative services fees 301,500 301,500
Board of directors members - Rewards 434,022 400,000
(Note14) allowances 43,500 81,000
B) Due from associates:

As at December 31

2020 2018

Arab Company for Sulfonate Limited 2,639,014 2,639,014
Arab Company for Tanks Ltd. (Note B) 775,812 775,812
Less: Provision for expected credit losses (2,639,014) (2,639,014)

775.812 775.812

8. Cash and cash eguivalents

Cash on hand
Cash at banks

9. Employees' defined benefits obligations
9. A, Amounts recognized in the statement of financial position:

Opening balance

Included withi I

Cost of current service

Finance cost

Included within the statement of other comprehensive income
Actuarial losses

Closing balance
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As at December 31

2020 2019
2,041 3,937
30,655,290 36,306,201
30,657,331 36,310,138

As at December 31,

2020 2019
541,546 377,280
60,574 53,710
16,389 19,789
(6,250) 90,757
612,259 541,546
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9. Employees' defined banefits obligations ... [continued)

9. B. Main actuarial assumptions
The significant actuarial assumptions used to assess the employees' end-of-Service obligations are as follows:

As at December 31

2020 2019
Discount rate 1,95% 2,90%
Salaries increment rate 1,95% 2,90%
Retirement age 60 years 60 years

The sensitivity o

Discount rate Change in assumptions mpact on defined Impact on defined benefits

bnnnﬁts obligations cbligations
D 1 0 December 31, 2018
Discount rate Increase in assumptions by. 5% 588,137 520,579
Decrease in assumplions by, %5 538,497 564,408
Salaries increment rate  Increase in assumptions by. %5 637.064 563,154
Decrease in assumptions by, %5 580,229 521,539

10. Accruals and other current liabilities

As at December 31,

2020 2019
Accrued expenses 363,855 290,440
Provisicn against bank guaranies® 5,088,118 5,099,119
5,462,974 5,380,559

*The company provided a bank guarantee to the Saudi British Bank (SABB) against the bank facilities granted to the
Arab Sulfonate Company Litd. (an associate) with sum of SR 5.1 million, which represents 34% of the total value of
the bank facilities granted to the associate according to the company's share in the capital.

Due to the defauilt of the associate and its inability to pay the bank facilities according to their due date, the bank
submitted a claim to the company to pay the indebtedness of the Arab Sulfonate company limited, in addition to any
fees not yet due after October 21, 2015.

On April 12, 2017, the Saudi British Bank (SABB) filed a lawsuit against the Arab Sulfonate Company Lid. and the
company by its capacity as guarantor of the facilities and claimed payment of the amounts due. On February3, 2019,
the judgment of the Fourleenth Executive Circuit of the Execution Court in Jeddah was issued, requirng Arab
Sulfonate Company Limited the claim. Therefore, the to seltle the amount of management, as a hedge, established a
pravision for the value of the bank guarantee and did not make any additional provision for fees resulting from default
to pay the value of the bank guarantee.

11, Zakat

11. A. the Zakat calculation are as follows:
As at December 31

2020 2019
Net adjusted profit 13.367 807 20.200.975
Total added items 483,745,341 476.808.392
Total deducted items (493.164 462) (431.125.827)
Zakat base (2.419.121) 45.683 565
Zakat payable at 2.5%of net adjusted profit / zakat base 334.198 1.142.089
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11. Zakat ... [continued)

11. B. Movement of zakat Provision

As at December 31

2020 2019

Balance at beginning of the year 1,143,433 807,249
Amendment of Zakat Return for 2018 190,343 &
Zakal differences for prior years 434,058 =
Payments during the year (1,767,834) (805,805)
Additions during the year 334,188 1,142,089

334,198 1,143,433

11, C. Zakat status

The company filed its zakat returns for the years up to December 31, 20189, and obtained the required zakat

certificate,

The years from 2017 to 2018

The (GAZT) issued zakat assessments for the years from 2017 to 2018 and an additional zakat obligation resulted on
the company with sum of SR 801, 208 out of which sum of SR 434,058 was setiled during the fourth quarter of 2020.
The company objected to the remaining amounling to 3R 487,151,

12. Investment income
For the r ended December 3

2020 2019
Saudi Industrial Investment Group 15,194 480 22,791,720
Riyad Bank - 6.684
Saudi Arabian Oil Company (Aramco Saudi Arabia) 40,085 *
Southem Region Cement Company 542,997 -
15,777,542 22,798,404

13. The company's share from the results of the business of associates
For the year ended December 31,

2020 2019
Arab Company for Tanks Ltd 1,047,918 (1,814 678)

14. General and administrative expenses

For the year ended December 31,

2020 2019

Salaries , wages and equivalents 1,022 496 1,016,036
Board of directors and follow-up committees remuneration{Mote 7) 434 022 400,000
Professional and legal fees 386,775 750,129
Capital market authority fees 265482 266,624
Employees’ bonuses 161,664 175430
MNewspapers advertisements 16,500 20,750
Board of directors allowance and related committees (Mote 7) 43.500 81,000
Rent 114.500 114,977
Social insurance 45 587 40,930
General assembly expenses : 17,000
Bank charges 178 32,655
Medical expenses 101,628 101,418
Others 186,116 121,451
2,789,658 3,138,400
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15, Basic and diluted earnings per share of net income for the year

Weighted u r of sh
For the December 31,
2020 2018
Net income for the year 13.380.263 17,170,699
Weighted average number of shares 15.000.000 15_,0!1-0,%!:
0.89 1.14
16. Dividends

The forty-nine General Assembly meeting dated April 21, 2020 (corresponding to 28 Shaaban 1441 H) approved the
Board of Directors' recommendation on March 11, 2020 (corresponding lo 16 Ragab 1441 H) to pay dividends for the
financial year 2018 amounting to SR 15,000,000 equivalent (10%) of the company's share capital at SR 1,0 per share
(2019 SR 11,250,000 at SR 0.75 per share).

17. Statutory reserve
According to the provisions of the Companies Law in the Kingdom of Saudi Arabia, the company s required to set

aside 10% of the net annual income as a statutory reserve until the percentage reaches 30% of the company's share
capital. This reserve is nat avallable for distribution.

18- Segment information
The current activity of the company is represented in investing in local companies, and therefore its activity iz limited

ta the investment sector and it has no other business sectors. Therefore, it does not report on operating segments in
multiple praducts or in different geographies

19. The position of the lawsuits
On 28 Rajab 1428 AH, the company filed a lawsuit with the Board of Grievances against the Saudi Arabian Qil

Company (Saudi Aramco) claiming revenues payable from prior years with sum of SR 2.03 billion.

On July 14, 2014 (corresponding to 17 Shaaban 1435 H), a judgment was issued by the Administrative Court in
Dammam (the Board of Grievances), and on Muharram 17, 1436H, this judgment was supported by the Dammam
Court of appeal and stamped as final judgment, that Saudi Aramco must pay an amount of SR 137.1 million to the
company.

The company filed a grievance appeal to the Royal Highness on February 18, 2016(correspanding to Jumada Al-
Awwal 9, 1437H), reguesting the implementation of the aforementioned judgment and to oblige Saudi Aramco o pay.
The law suit was referred to the Supreme Administrative Court in Riyadh for reconsideration and to issue a final
judgment thereof.

The company was notified on February 11, 2020 (corresponding to 17 Jumada al-Akhir 1441H) by the legal advisor in
charge of following up with the cassation of judgment along with the supporting judgment, and judged again to reject
the lawsuit against the Saudi Arabian Oil Company (Saudi Aramco).

20. Classification of financial instruments, fair value measurement and risk management
20. A. Classification of financial instruments

For the year ended December 31,

2020 2019
Financial assets
Financial assets at amortization cost
Cash and cash equivalents 30,657,331 38,310,138
Prepaid expenses and other debit balances B8.587.380 12,393,315

Financial assets at fair value through other comprehensive income

Investments in equity instruments through other comprehensive incomea 420933 581 367,840 647
Financial liabilities

Financial liabilities at amortized cost:

Accruals and other financial liabilities 5462974 5,389,559
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20. Classification of financial instruments. fair value measurement and risk management... (Continued]

20, B. Fair value measurement

The company measures financial Instruments such as equity instruments at fair value through other comprehensive
income at each statement of financial position date.

The fair value represents the price received to sell an assel or paid to transfer a liability in an orderly fransaction
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asse! or transfer the liabilty takes place either:

# [n the principal markel for assets or labilities

& In the non-existence of the principle market, in the most advantageous market for the assets or liabilities,

The main or most beneficial market must be available to the company.

The fair value of the assets or liabilities is measured using assumplions that market participants will use them when
pricing the assets or liabilities and on the assumption that market participants seek to achieve the besl economic
benefits.

The fair value measurement of a non-financial asset takes into account the ability of market parlicipants to achieve
economic benefits by using the asset in the best possible way and the highest possible interest, or by selling it to
another market participant, who will use the asset in the best and highest possible interest.

The following table shows the analysis of items recorded at fair value according to the level of the fair value hierarchy
measurement:

2020 2019
First level First | i
| ; m .
nvesiments in equity instruments atl fair value through other 429.933,581 367,040,647

comprehensive

20. C. Financial risk management
The Company's activities are exposed to a variety of financial risks: market risk {including currency risk, fair value,

and price rnisk), credit risk and liquidity risk.
The company's overall risk management program focuses on the fluctuations of the financial markets and the
company's management attempts to minimize potential negative impacts on the company's financial performance.

Financial risk ma men mewaork

The risk management policy is implemented by the senior management in accordance with the policies approved by
the Board of Directors. The senior management identifies, assesses and hedges financial risks in close cooperation
with the operating units of the company. The most important types of risk are credit risk, currency risk or fair value
and interest rates for cash flows.

The Board of Directors has an overall responsibility for establishing and overseeing the Company's risk management
framework. The executive management is responsible for developing and monitoring the company's risk
management policies. Any changes or matters related to compliance with policies are reported to the Board of
Direclors through the Audit Committee.

The risk management regulations are reviewed regularly by the executive management to reflect changes in market
conditions and the company's activities. The company aims, through training, management standards and
procedures, to develop a responsible and constructive control environment so that all employees are aware of their
roles and obligations.

The audit committee oversees the management's compliance with the company’s risk management policies and
procedures, and reviews the appropriateness of the risk management framework in relation to the risks encountered
by the company.

Financial instruments included in the statement of financial position consist of receivables and other current assets,
due from associates, accruals and other current liabilities. The methods of evidence used are disclosed in the policy
statement relating to each item.
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Classification of financial instruments, fair value measurement and risk man ment... (continued
20. C. Financial risk management ... (continued)
Financial risk management framework... (Continued)

Exchange rate risk
Exchange rate rigk arises from changes and fluctuations in the value of financial instruments as a result of changes in

foreign exchange rates.

The company did not carry out any operations of materiality in currencies other than the Saudi Riyal, the US dollar.
Since the Saudi Riyal exchange rate is fixed against the US dollar, it does not represent a significant currency risk.
The Company's management monitors the currency exchange rates and believes that the exchange rate risk is
immaterial.

Share price risk

The company is exposed to market price risks on its investments in traded shares arising from uncertainties
surrounding the future value of traded shares. Reports on investment in fraded shares are reported to the senior
management on a regular basis.

Credit risk

Credit risk is the risk that a parly in a financial instrument will fail to fulfill an obligation and cause the company to
incur a financial loss. The Company's financial instruments that are subject to credit risk are primarily comprised of
cash and cash equivalents, receivables and other current assets and due from associates. The company deposils its
funds in banks with high reliability and creditworthiness. The company has a policy regarding the size of funds
deposited in each bank, and the management does not expect the existence of significant credit isks resulting from
this.

Liguidity risk

Liquidity risk is the risk that the company will encounter difficulties in obtaining the necessary financing to meet
obligations related to financial instruments. Liquidity risk may arise when the inability to sell a financial asset guickly
at a value approximate to its fair value. Liquidity risk is managed through regular menitoring of the adequacy of the
available liquidity to meet the financial obligations of the company where the company has sufficient liquidity to pay its
obligations and for the liabilities owed by the company for more than a year, they represent a bank guarantee for a
local bank as the guarantor of the associate, and it will be paid after the conclusion of the liquidation result of the
associate.

Capital management
For managing the company's capital, the company's share capital structure consists of shareholders ‘equity

(consisting of capital, statutory reserve, retained eamings and valuation reserve for investments in equity instruments
at fair value through other comprehensive income). The main objective of share capital management is to maximize
shareholder equity.

The company manages and adjusts its share capital structure in view of changes in economic conditions and
financial commitment requirements. In order to maintain or adjust the share capital structure, the company may adjust
dividends to shareholders or issue new shares.

The company has no capital structure with specific targets or rates to be achieved in connection with managing
capital, The overall strategy of the company remains unchanged from the previous year,

21. Significant events

At the beginning of the year 2020, the new Corona pandemic (Covid-19) spread, causing disruption to business and
economic activities arpund the world, including the Kingdom of Saudi Arabla, and the Kingdom took many
precautionary measures to confront all the negative consequences of that pandemic.

This required the company’s management to reassess the main assumptions, estimates and sources applicable to
the company’s financial statements for the year ended December 31, 2020,
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21. Significant events... (Continued)

During that year, the management evaluated all effects on the company’s operations and aclivities, and based on this
evaluation, there was no need to make any material adjustments to the financial statements for the financial year
ending on December 31, 2020, however, given the current uncerainty, any future change In assumptions and
estimates, results may arise that require making substantial adjustments to the book values of assets and [ or
liabilities in fulure periods, and in view of the rapid development in the cument situation with the existence of
uncertainty about the future, management will continue to evaluate the impact on the future.

22. Subsequent events
The Board of Directors provide a recommendalion to the General Assembly to distribute dividends of 11.25 million
Saudi rivals (75 halala per share) for the year ending on December 31, 2020

The management believes that there are no other significant subsequent events from the statement of financial
position date on December 31, 2020 until the date of preparing these financial statemenis that may have a material
impact on the financial position of the company.

23, Comparative fiqures
Certain figures for the comparison year have been reclassified to conform with the classification of the current year

figures without this having an effect on the net profit.

24. Approval of the financial statements
These financial statements were approved by the Board of Directors on 19 Ragab 1442 H (corresponding to 3 March
2021).
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