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REVIEW REPORT QN THE INTERIM

CONDENSED FINANCIAL STATEMENTS

The Shareliollers

Methanol Chemleals Company

(A Saudl Joint Stock Company)
Al-Juball, Kingdom of Saudi Arabla

Scope of review:

We have reviewed the accompanying interim balance sheet of Methanol Chemicals Company
(“the Company™) as at 30 September 2013, the related interim statement of income, the interim
statement of cash flows for the nine months perlod ended on 30 Scptember 2013 and the attached
condensed notes | to 4 which form an integral part of these interim condensed financial
statements. These interim condensed financial statements are the responsibiflty of the Company's
management and have been prepared by them and submitted to us together with all the informatlon
and explanations which we required, Our responsibility is to express a conclusion on these interim
condensed financial statements based on our review.

We conducted our review in accordance with the auditing Standard on Review of Initerit Financlal
Reporting Issued by the Saudi Org .ization for Ceriified Public Accountants (SOCPA). A review
consists principally of applying analytical procedures to financial data and informatlon and making
inquiries of persons responsible for financial and accounting matters. It is substantially less in
scope than an audit 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
such an aplnlon.

Conclusion:

Based on our review, nothing has come to our altentlon that causes us to belleve that the
accompanylng interlm condensed financial statements are not prepared, in all materlal respeets, in
accordance w(th accounting standards generally accepted in the Kingdom of Saudi Arabla.

For KPMG AlFozan & Al Sadhan
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METHANOI, CHEMICALS COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM BALANCE SHEET (ONAUDITED)

AS AT 30 SEPTEMBER 2013
(Bxprossed fn Soudi Awablan Riyals) )

Note At30 September At 30 Soptember

2013 _2012

ASSETS
Curpert Assefs:
Cash and cagh equivalonts 108,764,191 182,645,471
Margln deposits with bank 500,000 500,000
Atocounis recelvable 254;123,288 252,823,216
Tiveiitotios 148,045,468 109,231,675
Prepayments and other curiont assels 22,943,008 50,492,112
Total Cuvvent Assely 531,375,055 595,692,174
Non Cuyrent Assots:
Intngiblo assets 13,190,625 13,978,125
Defeirved chargos u 2,507,044
Y.ong fevin prepaid oxponses 26,896,507 31,586,756
Propetty, plant and squipiment 2,262,355,349 2,376,646,717
Tolal Non Cuvront Assets 2,332,472,581 2,424,118,642
Tolak Assofa 2,853,948,836 3,020410.816
LYABILITIES AND EQUITY |
Cmwent Liabiljtlest i
Accomnts payable 52,847,074 53,707,162
Shtort torin Loans 60,000,000 50,000,000
Carrent portton of terin loans 3 219,120,000 175,250,000
Cureent poition of long torm ebligations 1,337,500 4,400,000
Aceraed oxponses and other current Habilltles 44,552,714 28,338,258
Zakat provislon 3,584,556 6,001,401
Toinl Civwont Linbill{les 381,441,794 317,696,821
Nou Cliveent Liabilien
Tetm loans 3 806,805,000 1,115,925,000
Bmplayces’ end of service benefils 27,916,430 28,335,489
Total Non Guiikent Linbilliles 924,121,430 1,144,260,489
Total Kdabliitles 1,306,163,224 1,461,957,310
Feultyr
Shate capital 1,206,000,000 1,206,000,000
Share presnium 72,850,071 12,850,071
Statutory beserve 37,298,984 32,168,137
Rotaned samings 231,536,257 247,435,298
Totdl equlty 1,547,685,312 1,558,454,506
Total Xiabllliles and Equity 2,853,848,536 3,020,410,816

on pages 1 to 8 woro approved by the managomont on Hohaif of
abor 2013, and have been slgaed on 1holr bolalf by:

Tho Interiin Finmloial ale

A
s A Mohamned “Jholld Al Raliah 4 Adib Alidullalh Al Zamit
Chiof Finanoinl Officer Chiof Bxecutive Officor Board Membor

The accomprnylng hotes 1 through 4 form an Integral part of these interim finanolel slatoments,
|




METHANOL CREMICALS COMPANY
(A SAUDI JOINT STOCK COMPANY)

TNATERIM STATEMENT OF INCOME (UNAUDITED)

FORTHE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2013

(Bxpressed In Saud] Arablan Riyals)

Ferlod from 1 July Lo 30 Saptember

Perlod fram 1 Janvary (o 30

Seplemher
2013 2012 2013 L 2012

Seles 220,064,600 223,863,195 §13.215,172 607,214,966
Cost of Galos {162,847,128) (165,111,206} (470,930,557} (513,757,908}
Qross Profit 87,217,412 58,721,890 143284,620° 1B3,459,948
Fapensest
Solling and dlsiributlon (16,713,372) {16,665,002) (49,242,352) (52,963,767)
Qeneral and admitistralivn (6,513,031) {5,811,164) (20,070,572) (18,‘220,05 8)
Amontizatlon ofdelered charges (90596 (13B816) {1,768,228) {2,216,448)

{23,514929) (23,215,072) (71,081,152) ”_£13,dl10,213)
Intoms from opératlons 33,701,473 35,506,827 71,203,468 110,039,695
Olher (loss)incomo ©31,119) 613,910 (3,132,146) 1,432,496
Yinancle! chaigss (0,067,312 {0,958,695) {2%,7102,680) (20,248,953}
Ineome hzfore Zakat 23,703,842 26,161,602 40,363,642 82,243,238
Zakat {£,690,775) {1,000,000) {1,246,330) {6900,000)
NetIncome for the perlof 22,013,057 25,161,602 36,132,312 76,243,238
Earnfngs per thave 0.1 021 030 0.63

Tia accompanying nofes Wﬁ




METHANOL CHEMICALS COMPANY
(A SAUDLIOINT STOCK COMPANY)

" INTERUV STATEMENT OF CASIH ¥LOWS (UNAUDITED)

FOR THE NINE MONTHS FERIOD ENDED 30 SEFTEMDER 2013

_(Bypressed In Saudl Arablan Rlyals)

Perlod from 1 Perlod from 1
Jonvary Z0£3 to Jehtiery 201210
30 Septemyer 30 September
2013 2012

Cdsh 1Tow operdilng activities
Netincohio for the peclod 36,122,312 76,242,238
Adfustment to reconaifa net fucoma fo nel eash provided by
opsraling acllvitles:
Depreolation 107,564,114 114,245,075
Amorttaation 0,451.975 7,783,501
Bunployees' end of sorvles beneliig, nal 213,052 4,220211
Zskal harpo 4,246,330 6,000,000
Loss/(proflt) on dlsposal of plant and squipment 1,310,082 {254,720}

155970,735 208,246,305
Changes It oprevating assete and lnbiifiles:
Accoinis reeolvablé nud propaymonts 23,076,060 (36,386,843)
Tuvantorfes (26,599,927 8,228,620
Accounia payablo ond aceruals {764,731) (1,342,805)
Wotinovement In long terim obligatlon {1,750,000) (3,037,500
Zokat paid {(5,563,175) (3,905,039)
Net eash provided by operatlng actlvitics 144,368,962 170,812,738
Cash fiow Jronm Tovesiing nellvilles:
Purchase of property, plent and oquipment (47,662,174) (25,173,917)
Procesds onsile of property, plant and equipnent 205,100 281,466
Net eash used in fuveating acilviiles {47,4571,074) (25,492,451)
Cash flow from financling selfvites:
Net movement In shiort fam Joans 69,000,000 16,000,000
Natmovamnent In long term loans (102,625,000) (94,790,000)
Divldond patd (60,200,000) -
el ensh used In Mnancing activiiles (102,925000) {84,790,000)
Net (decreaseifinercase hn cash and cash equivalents (6,013,112) 60,530,287
Cashuand ensh equivalents at the bagluning of the pertod 14,777,303 122,114,884
Cash anl cash eguivaient at the ond of {he peylad 108,764,191 182,645,171

The accompanying siotos 1 pafiphd Comfan hitegrat part of these fMuahclal statements,




METAANOL CHEMICALS COMIANY

e ot e

(A SAUD] JOINT 8TOCK COMPANY)

NOTES't0 THE XNTERIM GONDENSED FINANCIAL STATEMENTS (UNAUDIYED)

AS AT 30 SEPTGRHVIMER 2013
(Bxpressod In Seud Arablan Riyals)

1.

2,

ACTIVIVIES
Melhanol Chemicals Company ("The Company™ of “Chamanol”) 1s a Saud{ Jolut Stosk Company
regstercd In Saud) Arabln under Commerelal Reglsteatlon number 2055001870 dated 28 Diw nl-Hijjah
[409H corvasponding to 31 July 1989, 1t i3 licensed to engege In 1he praducilon of formnldehyde Jquld
and urea formaldehydo ilquld or thele mixture with differént concentiatluns, paraformaldeliyde, llquid
et powder formaldelyde resing, liexato mothiylenoe teframing, plipnol formaldehyde restng, concrele
Improvers, methana), earbon monoxlde, di-molliylamlye, thona-metiylnming, ti-mon-methylamlne, dl-
methy] formamide, dl-methy! cacbon, penla althosetol, sodjum formato end acetaldeltydo, as por
mnlsterlal resolutlon iwmbor (616/3aud) deled §2 Safar 1420H, coriespondlig to 19 Pebniary 2008,

The Company was converted Inlo a foint stock company In accordance with Minfsteriel Resalutlon No,
286 dated 4 Dhwl al-Qa’deh 1428H, comesponding 14 Novembor 2007, On 28 Juno 2010, the testing
phiase of the new expanslion proJects (Methanol, Di-molhyleming, and Perila plant} were completed mid
the cammerolal operallons dealared on the saiite dato,

SIGNIRICANT ACCOUNTING FOLICIES:

The Inferim Nnancial statomenis hevo beei prepared In accordance with accounling skuidards generatly
aceepted In the Klisgdom of Saudi Arablo. The slgnificant accountlng polleles adopted are as follows;

Aceounilng conventlon:
Tha Interlm finanelal statements are prepared urniler the historlen! cost convention,

Wseof eallmatest

The preprunilon of fanclal stafoments In conformity with generally neeepted prineiples requives the use
of eslimates and nssiumptions that affect the reported amount of Assely and (iablittes and disclosure of
conlingent assets and Habjiites ol the data of tho flnanelnl statemonts and the reparted amownt of the

rovenlies and oxponses during tho reporled peslod,

Cash and eash cqﬁlm!enlsz
For (ho purposo of the staterwent of cash flows, cash and eash equivalonts conslsis of easti In hung, bank

balancos and short-term deposits with an orlgingt maturlly of threo months or foss.

Inyoniorfoss

Trventorles are stated at the Jower of costand marketvalus, Cost fs detennined as followa:

Raw materlals, spare paris and supplies urclinso cost on nweighled averagé basls,

Phalshed goods attributable ofdircet enaterlals and abour plus overhesds based




METHANOL CHEMIQALS COMPANY
(A SAUDI JOINT STOCK. COMPANY) ‘

NOTES TO TIHE INTERIV CONDENSED FINANGIAK STATENENTS (UNAUDITED)

AS AT 30 SEPTEMBYR 2013
(Bxpressed ln Saudt Arablan Rlyals)

2 ; COYNT.

Treforred charges, Imng {evm propafd exponsesfniarilzatlon:
Costs relating to soltwaze Heence feay and Implementation thereof are treated as deferred clisrges and

amoriised over the estimated perlod of benefit,

Saudi Fadusiddal Development Fund ("SIDF) loan appralsal foes are ‘treated as long torme propald
expenses and amorlised over the perlod of the loan. Amortlsalion Is sapltalized up to e date lhe plait
Is yondy for Its Intentled uso.

Properly, plant and equipmont/topreelation:

All praperty, plant and equipment ara Inllally recorded at cosk, Cost Is depréciated on a strolfght-dlne
basls ovor the estimated usefir] Hves of the assels, Leaseliold improvements are amortized on a straight-
Itta Liasls oyer the shorter of tho useful lifo of tha asscts or tho lerm of the Jease.

Caplial work Inprogross is recognlsed at the cost of satexinls end aervleos needed to fabrleate the plant
end equipmont; plus salardes and othier costs that can bo speoifleally 1dentified &s recossary costs to
have the plant and cquipment ready for Its intendad use and ofher overheads allocaled on a systomatle
Uasls, Upon completion of the caplial work In progress, the eémnierole] operatlon fs declared and the
asset fs ien tcansfeired fo the respective clasa of propery, plant and equipment,

Fxpenditure for repaic and malnicnance are ¢harged to tho slatoment of Incone. Improvements that
incrense the value or materlnlly extend tite Hfe of the related assets are eapitalized.

Tmpalviment of assels
Tinenclal assels, propesty, pluit and cqulpment and ofher non-¢ureenl assels pra rovlewed at cach

roporfing dato {0 dolermino whether there i any indleation of Impafrment, An linpalrment loss, i€ eny,
{5 recogaizad for the aunount by whioh the eanrying amount of the nssetexéeeds Iis recoverabls amount,
‘The recoverablg amount Is the highor of an asser's falr value less costs to sclf and value i use. For the
purpose of assessing Impalnnent, assets oro growped st the lowast levela for whioh tliors are soparately
Idemifiablo cash flows.

Ewmployees’ tevmingl beneflts:

Employcos' end of sorvlen benoRty, cnloulated In aceordance with Saud] Avabian labor regulations, are
eccrued and eharged to the Interhn Siatemant of Incowme. The labllity Is caleulated at the curzent value
of fhe vested benelits to which fhe employeo s enlitled, should his services bo terminated ot the

batanco slies! dnto.




METHANOL CHEMICALS COMPANY
(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
AS AT 30 SEPTEMBER 2013
(Expressed in Saudi Arabian Riyals)

3.

SIGNIFICANT ACCOUNTING POLICIES (contlnued):

Share premiuin:
Share premium represents the excess amount collected over the face value of shares issued and is

shovwm net of expenses Incurred In retation to issue of shares.

Sales:

Sales represents the invoiced and accrued value of goods supptied by the Company during the period,
net of trade and quantity discounts and are recognised when the significant risk and rewards of
ownership of goods have passed to the buyer and the amount of sales can be measured reliably, which
is normally on delivery to the customer.

Forelgn enrrencies:

Transactions in foreign currencles arc recorded in Saudi Riyals at the rate of exchange ruling at the date
of transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the
rate of exchange ruling at the balance sheet date, All differences are taken 1o the interim statement of

income.

Expenscs:

Selling and distribution expenses are those Ihat specifically relate to salesmen, warchousing and
delivery vehicles as well as provision for doubtful debts. Except for financial charges and amortisation
of deferred charges, all ather expenses are classified as general and administration expenses.

Zakat:
Zakat is provided for in accordance with Saudi Arabia fiscal regulations, The provision is charged to

the Interim income statetnent,

The provision for the interm period is caleutated based on the estimated zakat provision for the whole
year. The difference between the provision made during the interim period and the actual provision for
the period based on detailed zakat calculations for the year is accounted for at year end.

Earnings per share;
Earnings per share from net income are caleulated by dividing the net income for the period by the
weighted average number of shares outstanding during the period.




METHANOL CHEMICALS COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)

AS AT 30 SEPTEMBER 2013

_(Expressed in Saudi Arabian Riyals)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued):

Scgmental reporting:

A segment Is a distinguishable component of the Company that is engaged in providing products,
services (n business segntent) or in providing products or services within a particular economic
environment (7 geographic segment}, which is subject to risks and rewards that are different from those
of other segments. Because the management views the whole activities of the Company as one
operaling segment, reporting is provided by geographical segment only.

Fafr values:
The fair value of commission-bearing items is estimated based on discounted cash flows using
commission rates for items with similar teris and risk characteristics,

Adjustiments related to the period:
The Company has made all necessary adjustments which are important in order to present falrly in all
material respecis the interim financiat position and results of operations.

TERM LOANS:

In December 2007, the Company entered into a Murabaha Facility Agreement with a syndicate of
banks, namely; Arab Banking Corporation (B.S.C), Riyadh Bank, Samba Financial Group, Saudi
Hollandi Bank, National Commercial Bank and SABB (collectively called as “Murabaha Facility
Participanis™) to provlde Project Murabaha Facility of SR 940 miltion, refinance Murabaha Facility of
SR 37.5 milllon, and Working Capital Mirabaha Facility and Standby Murabaha Sub-Facility of SR
150 million. Project Murabaha Facility loan amounting to SR 525 million has been repaid on availment
of the SIDF loan.

In October 2009, the Company entered into a Project Cost Overrun Murabaha Facility Agreement with
syndicate of banks, namely; Arab Banking Comoration (B.S.C), Riyadh Bank, Samba Financial Group,
Saudi Hollandi Bank, National Commercial Bank and SABB (collectively called as “The Project Cost
Overun Murabaha Facility Participants”) to provide Praoject Cost Overrun Murabaha Facility of SR 326
million to finance ongoing expansion projects. As per the agreement, the amounts drawn under this
facility are repayable in two years from drawdown note i.e, 18 November 2011,

On 5 June 2011, the Company entered into a refinancing agreement with a syndicate of banks, namely;
SABB, Riyadh Bank and Samba Financial Group (collectively called as *The Murabaha Facility
Participants”) to reflnance bath i) the outstanding balance under the Projeet Murabaha Pacility & the
Working Capital Facility Agreement of SAR 506 million dated 26 December 2007, ii) the Cost
Overiun Facility Agreement of SAR 326 million dated Qctober 27, 2009.




METHANOL CHEMICALS COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
AS AT 30 SEPTEMBER 2013
_(Expressed in Saudi Arabian Riyals)

3

TERM LOANS (Continued);

As per the new Murabah Facility Agreement dated 5 June 2011, the Project Murabaha Facility
amounting to SR 682 million will be payable in 14 semi-annual installments starting from July 2011 to
December 2017. The Working Capital Murabaha Facility amounting to SR 150 million will be payable
In 10 semi-annual installments starting from January 2013 to December 2017

The facilities are secured by promissory notes. The Company js required to comply with certain
covenants under all of above facilities, The installments due within one year from the balance sheet
date are sliown as current liabilitics,

On 15 May 2011, the Company reached an agreement with the SIDF to restructure the existing
outstanding debt balance, As per the agreement, ihe restiuctured debt amounting to SR 600,000,000
will be payable in 15 installments, The first installment was paid in January 2012 and the last
installment is due on Qctober 2018.

The tem loans conslst of the following:
30 September 2013 30 September 2012

Praject Murabaha Facility 485,925,000 571,175,000
Working Capital Murabaha Facility 120,000,000 150,000,000
SIDF Joan 510,000,000 570,000,000
Totat 1,115,925,000 1,261,175,000

Presented in the balance sheet as follows:

Current portien of term loans 219,120,000 175,250,000
Long lerm loans 896,805,000 1,115,925,000
Total 1,115,925,000 1,291,175,000
SEGMENTAL REPORTING:

The management of le Company views the whole business activities of the Company as one aperating
segment for performance assessment and resources allocatlon.

Because the management views the whole activities of the Company as one segment, reporting is
provided by geographical segment only. Approximately 63% or SR 139.28 million of the sales of the
Company for the period from 1 July 2013 to 30 September 2013 are through export (2012: 65% or SR
146.26 million),




