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Independent auditor’s report to the shareholders of Methanol
Chemicals Company

Report on the audit of the financial statements

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Methanol Chemicals Company (the “Company”) as at 31 December 2018, 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 of Saudi Arabia, and other standards and
pronouncements issued by the Saudi Organization for Certified Public Accountants (SOCPA).

‘What we have audited
The Company’s financial statements comprise:

the statement of comprehensive income for the year ended 31 December 2018;

the statement of financial position as at 31 December 2018;

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

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

the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

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

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

Independence :

We are independent of the Company in accordance with the code of professional conduct and ethics,
endorsed in the Kingdom of Saudi Arabia, that are relevant to our audit of the financial statements and
we have fulfilled our other ethical responsibilities in accordance with these requirements.

Our audit approach

Key Aundit Matter ¢ Adoption of IFRS g “Financial Instruments” (“IFRS 9”) and IFRS
15 “Revenue from Contracts with Customers” (“IFRS 15")

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where management made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in alt of our
audits, we also addressed the risk of management override of internal controls, including among other
matters consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the financial statements as a whole, taking into account the structure of the Company, the
accounting processes and controls, and the industry in which the Company operates.

PricewaterhouseCoopers, License No. 25,
Al Hugayet Tower, P.0. Box 467, Dhahran Airport 31932, Kingdom of Saudi Arabia
T: +966 (13) 849-6311, F: +066 (13) 849-6281, www.pwe.com/middle-east
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Independent auditor’s report to the shareholders of Methanol
Chemicals Company (continued)

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters 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 matter How our audit addressed the Key audit

malter

Adoption of IFRS 9 and IFRS 15 (collectively the
“net accounting standards”)

Effective 1 January 2018, the Company changed Qur audit procedures included the following:
its accounting policies due to the mandatory

application of the following accounting o Obtained an understanding of the analysis

standards: performed by management to identify all
. . significant differences between previous
« IFRS 9 “Financial Instruments” which accounting standards and the new accounting
supersedes the requirements of IAS 39 standards which can impact the financial
“Financial Instruments - Recognition and statements;

Measurement”; and
¢ Reviewed management's assessment of the

» IPRS 15 which supersedes the requirements impact of new accounting standards on the

of IAS 18 "Revenue” and certain other Company’s financial statements;

standards.

» Evaluated the key decisions made by the

IFRS ¢ addresses the classification, Company with respect to accounting policies,
measurement and derecognition of financial estimates and judgements in relation to
assets and financial liabilities and introduces a adoption of the new accounting standards
new impairment model for financial assets. and assessed their appropriateness based on
Management has determined that the most our understanding of the Company’s business
significant impact of the new standard on the and its operations;

Company’s financial statements relates to the
calculation of the allowance for expected credit . Compared the impairment model for trade

loss on trade receivables. receivables developed by management to that
IFES 15 introduces a new five step model for required by IFRS g and reviewed the
recognition of revenue which is primarily based reasonableness of the methodology in

on the transfer of control to the customers. comparison with accepted best practice. We
Management performed a detailed analysis of also tested the arithmetical accuracy of the
each type of revenue contract to identify the model;

changes required to be made to existing . )
accounting policies and to determine if any < Involved our accounting subject matter

changes are required particularly in connection specialists to review the methodology used in
with the separation of different performance the impairment model for trade receivables;
obligations that may exist within a given

contract. ¢ Tested the adjustments made, where

applicable, as part of the transition process

Management also assessed the additional based on the differences identified; and

disclosures required to be made by the new
accounting standards in the financial
statements.
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Independent auditor’s report to the shareholders of Methanol
Chemicals Company (continued)

Key audit matter How our audit addressed the Key audit

matter

Resulting adjustment from the application of the e« Evaluated the adequacy and appropriateness

new accounting standards was recorded in of disclosures made in the financial
equity as at 1 January 2018 under the modified statements in relation to adoption of the new
retrospective approach. accounting standards.

We considered this as a key audit matter since
the adoption of the new accounting standards
has a pervasive impact on the financial
statements from recognition, measurement and
disclosure perspective.

Refer to Note 4, which explains the impact of
the adoption of the new accounting standards.

Other information

The directors are responsible for the other information. The other information comprises the Board of
Directors’ report, but does not include the financial statements and our auditor’s report thereon, which
we obtained prior to the date of this auditor’s report.

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

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

If, based on the work we have performed, on the other information that we obtained prior to the date
of this auditor’s report, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

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

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.
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Independent auditor’s report to the shareholders of Methanol
Chemicals Company (continued)

Auditor’s responsibilities for the audit of the financial statements

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

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

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

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

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

¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
anditor’s report to 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 auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

¢ 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 fair presentation.

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.
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Independent auditor’s report to the shareholders of Methanol
Chemicals Company (continued)

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

PricewaterhouseCoopers

Ali A. Alotaibi )

License Number 379
14 March 2019




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Statement of comprehensive Income

{All amounts in Saudi Riyals unless otherwise stated)

Revenue
Cosl of sales
Gross profit

Selling and distributlon expenses
General and administralive expenses
Other operating income - net
Operating praofit

Financial costs

Financiat income

Financlal costs - net

Profit {loss) before zakat

Zakal expense

Profit (loss} for the year

Other comprehensive income

Hlems that will nol be reclassified to profit or loss

Galn on remeasurements of employee hensfil obllgations

Other comprehensive incoms for the year

Total comprehensive income (loss) for the year

Earnings {loss} per shara:
Basic and dliuted

The accompanying noles are an integral part of lhese financlal statements.

Note

10

22

19

28

For the year ended 31 December

2018 2017
704,842,727 683,214,577
(506,041,471)  (550,154,984)
195,571,256 133,069,503
(60,921,472) (87,729,574)
{42,726,425) (41,731,508)
2,295,677 16,825,616
94,219,036 20,424,126
(41,955,569) (44,532,125)
3,038,301 1,407,986
{38,919,178) (43,124,139)
55,299,858 {22,700,013)
(9,148,015) (5,000,000)
46,153,843 (27.700,013)
243,185 1,429,653
243,185 1,429,653
48,397,028 (26,270,360)
0,383 (0.230)

The accompanylng financial statements were authorized for issue by the Company's Board of Directors on

14 March 2019 and were approved on their behalf by:

Khatid Suléimaﬁ Al Obeid' Saud Ab%ullah Al Sanaa Abdullah Al Sanea

Chief Financial Officer Chief Executive Officer

Chalrman




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Statement of financlal position

(All amounts In Saudl Riyals unless ctherwise slated)

As at 31 December

2018 2017
Note

Assels
Non-current assets
Property, plant and equipment 1 1,646,052,649 1,715,156,354
Intanglble assels 12 10,828,167 16,614,176
Total non-current assets 1,666,860,716 1,731,672,530
Current assets
Inventorles 13 118,231,188 113,968,088
Trade and olher receivables 14 162,792,119 170,325,659
Short-term murabaha deposits 63,000,000 -
Cash and cash equivalents 15 119,823,733 241,101,643
Total current assets 463,847,040 525,395,390
Total assets - 2,120,727,756 2,257,067,920
Equity and liabllities
Equity
Shara capital 16 1,208,000,000 1,206,000,000
Share premium 72,860,071 72,850,071
Stalitory reserve 17 44,118,693 44,118,603
Accurnulated deficit (181,921,196) (227 ,551,389)
Net equity 1,141,047,568 1,095417,375
Llabilities
Non-current llabllities
Long-term borrowings 18 685,359,324 840,842,224
Employea benefit obilgations 19 41,085,887 39,477 475
Total non-current liabilitles 726,445,211 880,319,699
Current liabllitles
Trade and other payables 20 87,643,360 89,242,890
Current portion of long-term horrowings 18 157,643,395 183,763,588
Zakal payable 22 7,978,222 8,324,368
Total current liabilities 253,234,977 281,330,846
Total Habllities 979,680,188 1,161,650,545
Total equity and liabilities 2,120,727,756  2,257,067,920

The accompanying notes are an integral part of these financial statements.

The accompanylng financial stataments were aulhorized for issue by lhe Company’s Board of Directors on

14 March 2019 and were approved on thelr behalf by:

Saud Abddllah Al Sanea
Chief Executive Officer

Khalid Sulaiman A Obeld %
Chlef Financial Officer

Abdullah Al Sanea

Chalrman




METHANOL CHEMICALS COMPANY

{A Saudl Joint Stock Company)

Statement of changes In equity

(All amounls in Saudi Riyals unless otherwise staled)

Share Share Statutory Accumulated
capital premium reserve deficlt Total
Note

At 1 January 2017 1,208,000,000 72,860,071 44,118,893  (201,281,029) 1,121,687,736
Loss far the year - . - - (27,700,013) (27,700,013}
Other comprehensive

income for the year - - - 1,425,863 1,428 663
Total comprehensive

loss for the year - - - (26,270,360)  (26,270.3860)
At 31 December 2017 1,206,000,000 72,860,071 44,118,603  (227,551,389) 1,095417,376
Change In accounting

policy 4 - - - (766,835) (766,836)
Profit for the year - - - 46,163,843 46,153,843
Other comprehensive

income for the year - - - 243,185 243,185
Total comprehensive .

income for the year - - - 46,397,028 46,397 028
At 31 Decomber 2018 1,206,000,000 72,850,071 44,118,603  (184,921,198) 1,141,047, 568

The accompanying notes are an Integral part of these financial statements.

The accompanying financial statements were authorized for (ssue by the Company's Board of Directors on
14 March 2019 and were approved on their behalf by:

D p e RETT

Khalid Sulaiman Al Obeid Saud Abdullah Al Sanea Abdullah Al Sanea
Chlef Financial Officer Chlef Executive Officer Chairman




METHANOL CHEMICALS COMPANY

{A Saud| JoInt Stock Company)

Statement of cash flows

{All amaunts in Saudi Riyals unless otherwise stated)

Cash flows fraom operating activities
Profit {loss) before zakat
Adjustments for:
Depreciation and amortization
Provision for slow-moving Inventories

Reversal of provision for doublful debls
Reversal on allowance for expecled credit loss
{"ECL") of rade receivables, net

Loss on disposal of property plant, and equipment
Finan¢lal costs - net

Pravision for employee benefit obligations

Changes in operaling assets and liabliifles:
Increase in Inventories
Deacrease in trade and other recelvables
Dacreage In trade and other payables

Cash generated from operations
FInancial costs pald on borrowings
FInancial income received on short-lerm deposits
Zakat pald
Employee benelit obligations paid

Net cash inflow from operaling activitles

Cash fiows fram Investing activitles

Payments for purchase of properly, plant and equipment
Proceeds from disposal of property, plant and equipment
Paymenits for purchase of Intangible assels

Placements [n short-term murabaha deposils

Net cash outfiow from invasting activitles

Cash flows from financing activitles
Repayments of long-lerm borrowings
Cash outflow from financing activities

Net change In cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Non-cash operating activity:
Allowance for ECL on trade recejvables racognized in
accumulated deficit

The accompanying notes are an integral part of these financlal statements.

Note

11,12,18
13
14

14

198

22
19

11

12

For the year ended 31 Dacember

2018 2017
556,299,858 (22,700,013)
127,257,463 122,925,662
1,370,671 2,981,312
- {28,328)
{261,591) -
273,976 495,861
35,305,726 39,187,697
7,030,337 6,506,805
(6,633,671) (64,684)
7,018,286 191,978
(1,599,528) (32,584,816)
228,071,435 116,921,564
{50,819,614) {46,128,766)
3,036,391 1,407,986
(9,492,161) {320,196)
(5,178,740) (2,786,414)
163,617,311 69,004,184
(49,306,441) (49,827,366)
180,270 89,258
- {101,453)
(63,000,000) -
{112,128,171) (49,839,561)
{172,769,050) -
{121,277,910) 19,254,623
241,101,643 221,847,020
119,823,733 241,101,643
766,835 -

The accompanying financial stalements were autharized for Issue by the Company's Board of Directors on

14 March 2019 and were approved on thelr behalf by;

Khalid Sulaiman At Obeld

Chief FInanclal Officer

10

Saud Abdullah Al Sanea
Chief Executlve Offlcer

Abdullah Al Sanea

Chairman




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements

For the year ended 31 December 2018

{(All amounts in Saudi Riyals unless otherwise stated)

General information

Methanol Chemicals Company (the “Company” or “Chemanol’) is engaged in the production of Formaldehyde
liquid and Urea Formaldehyde liquid or their mixture with different concentrations, Paraformaldenyde, liquid
and powder Formaldehyde resins, Hexane Methylene Tetramine, Phenol Formaldehyde resins, concrete
improvers, Methanol, Carbon monoxide, Di-methylamine, Mono-methylamine, Tri-mon-methylamine, Di-
methyl Formamide, Di-methyl carbon, Penta Aritheretol, Sodium Formate and Acetaldehyde.

The Company is a joint stock company registered in the Kingdom of Saudi Arabia and operafing under
Commercial Registration (CR) No. 2050057828 issued in Dammam on 30 Dhu al-Hifjah 1428 H (2 January
2008). The accompanying financial statements include the accounts of the Company and its branch registered
in Jubail under CR No. 2055001870 dated 28 Dhu al-Hijiah 1409 H (1 August 1989). The registered address
of the Company is P.O. Box 2101, Jubail 31951, Kingdom of Saudi Arabta.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of financial statements of the Company are set out
below.

21 Basis of preparation
{(a) Statement of compliance

These financial statemenis of the Company have been prepared in compliance with International Financial
Reporting Standards (“IFRS") that are endorsed in the Kingdom of Saudi Arahia and other standards and
prenouncements issued by Saudi Organization for Certified Public Accountants (“SOCPA”).

{b) Historical cost convention
The financial statements are prepared under the historical cost convention.
(c) New and amended standards adopted by the Company

Certain new or amended standards became applicable for the current reporting period and the Company had
to change its accounting policies as a result of adopting the following standards:

i. IFRS 9 'Financial Instruments’ ("IFRS 9"); and
ii. IFRS 15 'Revenue from Contracts with Customers' (“IFRS 15").

The impact of the adoption IFRS 8 and IFRS 15 and the related accounting policies are disclosed in Note 4.
{d) Standards issued but not yet effective

Certaln new standards and amendments to existing standards have been published that are mandatory for the
Company's accounting periods beginning 1 January 2019 or later period, but have not been early adopted by
the Company.

IFRS 16 - "Leases”

IFRS 16 replaces IAS 17 ‘Leases’, IFRIC 4 'Determining whether an Arrangement contains a Lease’, SIC-15
'‘Operaling Leases - Incenfives’ and SIC-27 'Evaluating the Substance of Transactions Involving the Legal
Form of a Lease’.

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognizes a
right-of-use asset representing its right to use the underlying assef and a lease liability representing ils
obligation to make lease payments. There are recognition exemptions for short-ferm leases and |eases of low-
value items. Lessor accounting remains similar to the current standard - i.e. lessors conlinue to classify leases
as finance or operating leases.

The Company will recognize new assets and liabilities for its operating leases of various types of coniracts
including land, warehouse facilites and storage 1anks. The nature of expenses relaied to those leases will
change as the Company will recognize a depreciation charge for right-of-use assels and interest expense on
lease liabilities. Previously, the Company recognized operating lease expense on a straight-line basis aver the
term of the lease, and recognized assets and liabilities only to the extent that there was a timing difference
between actual [ease payments and the expense recoghized.

"




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements

For the year ended 31 December 2018

(All amounts in Saudi Riyals unless otherwise stated}

The Company plans to apply IFRS 16 using the modified retrospective transitional method, taking into
consideration the exemptlon allowing it not to restale comparative information or prior periods. Therefore, the
cumulative effect of adopting IFRS 16 will be recognized as an adjustment to the opening balances as at 1
January 2019. The Company has done an initial assessment for the impact of IFRS 16's adoption and
believes that such impact will not be material. The actual impact of adopfing IFRS 16 may change at the time
of final assessment.

There are no other relevant IFRS or IFRS Inferpretations Committee interpretations that are not yet effective
that would be expected to have an impact on the Company's financial statements.

2.2 Foreign currencies
(a) Functional and presentation currency

ltems included in the financial statements of the Company are measured using the currency of the primary
economic environment in which the entily operates (“functional currency”). The financial stalements are
presented in "Saudi Riyals", which is the Company's presentation as well as functional currency.

{b) Transactlons and balances

Foreign currency transactions are transfated into Saudi Riyals using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at the year-end exchange rates of monetary assets and llabilities denominated in foreign
currencies other than Saudi Riyals are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are ranslated using the
exchange rates at the dates of the initial transactions.

23 Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated
impairment. Historical cost includes expenditure that is directly attributable to the acquisition of the ems.

Subsequent costs are included in the asset's carrying amount or recognized as a separale asset, as
appropriale, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. The carrying amount of any component
accounted for as a separate asset is derecognised when replaced. All other repairs and maintenance are
charged to profit or loss during the reporting period in which they are incurred.

Depreciation is calculated on properly, plant and equipment so as to allocate its cost, less estimated residual
value, on a straight line basis. Depreciation is charged fo profit or loss.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are
recognised in profit or loss.

Major spare parls and stand-by equipment qualify for recognition as property, plant and equipment when the
Company expects to use them during more than one year. Transfers are made to relevant operating assets
category as and when such items are available for use.

Catalysts are treated as capital spares and are depreciated as and when put into use.

Planned turnaround costs are deferred and depreciated over the period until the date of the next planned
turnaround. Should an unexpected turnaround occur prior to the previously envisaged dale of planned
turnaround, the previously undepreciated deferred costs are immediately expensed and the new turharound
costs are depreciated over the period likely to benefit from such costs.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
annual reporting period.

When the carrying amount of an asset is greater than its estimated recoverable amount, it is written down

immediately to its estimaled recoverable amount and is reviewed at each reporting date for possible reversal
of impaiment loss.

12




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements

For the year ended 31 December 2018

{(All amounts in Saudi Riyals unless otherwise stated)

Assets in the course of construction or development are capitalised in the construction work-in-progress
account. The asset under construction or development is transferred to the appropriate category in property,
plant and equipment, once the asset is in a location and / or condition necessary for it o be capable of
operating in the manner intended by management. The cost of an item of construction work-in-progress
comprises its purchase price, construction / development cost and any other cosl directly atiributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended by management. Construction work-in-progress is not depreciated.

2.4 Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses, if
any. The useful lives of intangible assets are assessed to be finite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life is reviewed at least al the end of each
annual reporting period. Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embedied in the asset is accounted for by changing the amortisation period or method, as
appropriate, and are freated as changes in accounting estimates. The amortisation expense on intangible
assets with finite lives is charged to profit or loss in the expense category consistent with the function of the
intangible asset.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the
disposal proceeds and carrying amount of the asset and are recognised in profit or loss when the asset is
derecognised.

Intangible assets with finite useful lives are amortized on a straight-line basis over their estimated usefu! lives
which are between 4 to 20 years.

25 Financial insfruments

2.5.1 Financial assets

(i) Classification

From 1 January 2018, the Company's financial assets are classified and measured at amortised cost as such
assets are held for collection of contractual cash flows where those cash flows represent solely payments of
principal and interest.

(i) Recognition and derecognition

At Initlal recognition, the Company measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or foss, transaction costs that are directly attributable to the acquisition of
the financial asset.

Financial assets are derecognized when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Company has transferred substantially all the risks and rewards of
ownership.,

{iit} Measurement

Subsequent measurement of Company's financial assets are at amorlised cost. Interest income from financial
assets is measured and recognised in profit or loss using the effective interest rate method. Any gain or loss
arising on derecognition is recognised in profit or loss. Impairment losses are presented under “General and
administrative expenses” in the statement of comprehensive income.

iv) Impairment

From 4 January 2018, the Company assesses oh a forward looking basis the expected credit losses

associated with its financial assets. The impairment methodology applied depends on whether there has been
a significant increase in credit risk.

13




METHANOL CHEMICALS COMPANY

{A Saudi Joint Stock Company)

Notes to the financial statements

For the year ended 31 December 2018

(All amounts in Saudi Riyals unless otherwise stated)

For trade receivables, the Company applies the simplified approach as permitted by IFRS 9, which requires
expected lifetime losses to be recognised from the initial recognition of the refated financial assets. The
amount of loss is charged to profit or loss,

The loss rales are based on probability of default based on historical trends relating to collections of
Company's trade receivables. The loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables. The Company has
identified the expected weighted average rate of increase in inflation for the upcoming year in the regions
where its sales are concentrated as the most relevant factor and accordingly, adjusts the loss rates hased on
such expected changes.

Trade receivables are written-off when there is no reasonable expectation of recovery. Indicators that there is
no reascnable expectation of recovery include, amonast others, significant decrease in credit worthiness of
the customer, the failure of the cuslomer to engage in a repayment plan with the Company, and a failure to
make contractual payments for a period of greater than 365 days past due.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the reversal of the previously
recognised impairment loss is recognised in profit or loss.

While cash and cash equivalents are also subject to impairment requirements of IFRS 9, the identified
impairment loss was immaterial.

2.5.2 Financial liabilities

Ali financial liabilities are recognised at the time when the Company becomes a parly to the contraclual
provisions of the instrument. Financial liabllities are recognized initially at fair value less any directly
attributable transaction cost. Subsequent to initial recognition, these are measured at amortized cos| using the
effective interest rate method.

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired.
Where an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an exisling liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in
respective carrying amounts is recognised in profit or loss.

2.5.3 Offsetting financial assets and liabilities

Financial assets and liabilities are offset and net amounts are reported in the financial statements, when the
Company has a legally enforceable right to set off Ihe recognized amounts and intends either to seltle on a net
basis, or to realize the assets and liabilities simultaneously.

28 Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that a non-financial asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is required, the Company
estimates the assel's recoverable amount. An asset's recoverable amount is the higher of an asset's or cash
generating unit's ("CGU") fair value less costs to sell and its value in use and is determined for an individual
asset, unless the asset does not generale cash inflows that are largely independent of those from other assets
or groups of assets. Where the carrying amount of an asset or CGU exceeds ils recoverable amount, the
asset is considered impaired and is written down to its recoverable amounl. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset. In determining fair
value less costs to sell, an appropriate valuation model is used.

Impairment losses of confinuing operations are charged to profit or loss in those expense categories
consistent with the function of the impaired asset.

14




METHANOL CHEMICALS COMPANY
(A Saudi Joint Stock Company)

Notes to the financial statements

For the year ended 31 December 2018
{All amounts in Saudi Riyals unless otherwise stated)

For assets, an assessment is made at each reporting date as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Company esfimates the asset's or CGU's recoverable amaunt. A previously recognised impairment loss is
reversed only if there has been a change in the assumptions used to determine the asset's recoverable
amount since the last impairment loss was recognised. The reversal is limited so that the carrying amount of
the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised for the assel in prior years. Such
reversal is recognised in profit or loss. Non-financial assets that suffered an impairment are reviewed for
possible reversal of the impairment at the end of each reporling period.

2.7 Inventories

Raw materials and spares, work in progress and finished goods are stated at the lower of cost and net
reallzable value. Cost comprises direct materials, direct labor and an appropriate proportion of variable and
fixed overhead expenditure, the latler being allocated on the basis of normal operating capacily. Costs are
assigned to individual items of inventory on the basis of weighted average costs. Costs of purchased Inventory
are determined after deducting rebates and discounts.

Net realizable value is the estimated selling price in the ardinary course of business less the estimated cosls
of completion and the esiimated costs necessary to make the sale.

2.8 Trade receivables

Trade receivables are carried af the transaction price related to a performance cbligation less allowance for
ECL on trade receivables. If collection is expected in one year or less, they are classified as current assets. If
not, they are presented as non-current assets. The Company holds frade receivables with the objective to
collect the contractual cash flows and therefore measures them at amortized cost using effeciive interest rate
method.

2.9 Cash and cash equivalents

Cash is cash in hand and demand deposits. Cash equivalents are short-term, highly liquid investments that
are readily convertible to known amounts of cash and which are subject to insignificant risk of changes in
value. Investments normally only qualify as cash equivalent if they have a short maturity of three months or
less from the date of acquisition.

For the purpose of presentation in the statement of cash flows, cash and cash equivalents include cash in
hand, deposits held at call with banks and other short-term highly liquid investments with original maturities of
three months or less that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

210  Shortterm murabaha deposits

Short-term murabaha deposits include placements in murabaha deposits with banks and other short term
highly liquid invesiments, with original maturities of more than three months but not more than one year from
the date of acquisition. Short-term murabaha deposils are placed with financial institutions with investrnent
grade rating, which are considered fo have low credit risk, hence a provision is recognised at an amount equal
to 12 month"s expected credit loss, unless there is evidence of significant increase in credit risk of the counter

party.
21 Share capital

Ordinary shares are classified as equity. Transaclion costs directly atiributable to the issue of new shares are
shown in equity as a deduction frorn the proceeds.

212  Trade payables
Trade payables are obligations to pay for goods and services that have been acquired in the ordinary course
of business from suppliers. Trade payables are classified as current liabilities if payment is due within one year

or less. If not, they are presented as non-current liabilities. Trade payables are recognized initially at fair value
and subsequently measured at amortized cost using the effective interest rate method.
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213  Borrowings

Borrowings are initially recognized at fair value (being proceeds received), net of eligible transaclion costs
incurred, if any. Subsequent to initial recognition lang-term borrowings are measured at amortized cost using
the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the
redemption amount is recognised in profit or loss over the period of the borrowings using the effective interest
rate method.

Borrowings are removed from the statement of financial position when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the carrying amount of a financial liability that has
been extinguished or transferred to another party and the consideration paid, including any non-cash assets
transferred or liabilities assumed, is recognised in profit or loss as other income or finance costs. Borrowings
are classified as current liabilities unless the Company has an unconditional right to defer settlement of the
liability for at least twelve months after the reporting period.

2.14  Borrowing costs

General and specific borrowing costs that are directly attributable to the acquisition, construction or produclion
of qualifying assets are capitalized during the period of fime that is required to complete and prepare the
asset for its intended use or sale. Qualifying assets are assels that necessarily take a substantial period of
time to get ready for their intended use or sale. Investment income earned on the temporary investment of
specific borrowings pending their expenditure on gualifying assets is deducted from the bomowing costs
eligible for capitalization. Other borrowing cosls are charged to prafit or loss in the year in which they are
incurred.

215 Employee benefit obligations

The Company operates a single post-employment benefit scheme of defined benefit plan driven by the labor
laws and workman laws of the Kingdom of Saudi Arabia which is based on most recent salary and number of
service years,

The post-employment benefit scheme is not funded, Accordingly, valuation of the abligations under the plan Is
carried out by an independent actuary based on the projected unit credit method. The costs relating to such
plan primarily consist of the present value of the benefits altributed on an equal basis to each year of service
and the interest on this obligation in respect of employee service in previous years.

Current and past service costs related to post-employment benefits and unwinding of the liability at discount
rates used are charged to profit or loss. Any changes in net liability due to actuarial valuations and changes in
assumptions are taken as re-measurements in the other comprehensive income.

Re-measurement gains and losses arising from experience adjustments and changes in actuarial assumptions
are recognized directly in other comprehensive income and transferred to retained eamings in the statement
of changes in equity in the period in which they occur.

Changes in the present value of the defined benefit obligations resulling from plan amendments or
curtailments are charged to profit or loss as past service costs. End of service payments are based on
employees' final salaries and allowances and their cumulalive years of service, as stated in the labor law of
Saudi Arabia.

2.16 Revenue

Revenue from sale of goods is measured at the fair value of the consideration received or receivable in the
ordinary course of the Company's acfivities. The Company recognizes revenue when control of the goods has
transferred, being when the products are delivered to the customer, the customer has full discretion over the
use or sale of such geods, and there is no unfulfilled obligation that could affect the customer’s acceptance of
the goods. Delivery aceurs when the goods have been shipped to the specific location as per the terms of the
contract, the risks of obsolescence and loss have been transferred o the customer, and either the customer
has accepted the products in accordance with the sales contract, the acceptance provisions have lapsed, or
the Company has objective evidence that all criteria for acceptance have been satisfied.

A receivable is recognized when the goods are delivered as this is the point in time that the consideration is
unconditional because only the passage of time is required before the payment is due.
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217 Financial income
Financial income is calculated using the effective interest rate method.
2.18  Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
ctassified as operating leases. Payments made under operating leasas (net of any incentives received from
the lessor) are charged to profit or loss on a straight-line basis over the term of the lease.

219  Zakat

The Company is subject to zakat in accordance with the regulations of the General Autharity of Zakat and Tax
(the “GAZT"). Zakat is calculated based on higher of approximate zakat base and adjusted profit and charged
to profit or loss. Additional zakat, if any, is accounted for when determined fo be required for payment.

Amounts accrued for zakat expense in one year may have to be adjusted in a subsequent year if the estimate
of the annual charge changes.

2.20 Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses thal relate to transactions with any of
the Company's other components, and which are reviewed by the Chief Operating Decision Maker of the
Company.

The Board of Directors of the Company has appointed a Chief Executive Officer, who assesses the financial
performance and position of the Company, and makes strategic decisions. Chief Executive Officer has been
identified as being the Chief Operating Decision Maker.

The financial statements are prepared on the basis of a single reporting segment consistent with the
information reviewed by the Chief Operating Decision Maker of the Company.

2.1 Earnings per share

Basic earnings per share is calculated by dividing the profit attributable to shareholders of the Company,
excluding any costs of servicing equity other than ordinary shares, by the weighted average number of
ordinary shares outstanding during the financial year.

Critical accounting estimates and judgments

The preparalion of financial statements in conformity with IFRS requires the use of certain critical estimates
and judgments that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the reperting date and the reported amounts of revenues and expenses during the reporting
period. Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
The Company makes estimates and judgments concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabllities within the next financial year are
discussed below:

Estimated irmnpairment of property, plant and equipment

Management, In accordance with the accounting policy stated in Note 2.6, tests assels or CGUs for
impairment whenever impairment indicators exist. Among others, the events or changes in circumstances
which could indicate that an asset or CGU may be impaired mainly include the following:

» A significant decrease in the market prices of Company's products;

« A significant change in the extent or manner In which an asset is being used or in its physical condition
including a significant decrease in current and projected sales volumes; and

s A current-period operating loss combined with a history and forecast of operating or cash flow losses.

Management determines the recoverable amounts of CGUs based on value-in-use calculations. These
calculations require the use of estimates in relation to the future cash flows and use of an appropriate discount
rate applicable to the circumstances of the Company. At 31 December 2018, there has been no significant
change in these astimales.
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Future events could cause the estimates used in these value-in-use calculations to change adversely with a
consequent effect on the future results of the Company. Management has performed a sensltivity analysis
around the estimates. Reasonably possible changes in discount and growth rates and forecasted market
prices used may cause the carrying value to exceed the recoverable value of the CGUs resuiting in additional
impairment in future periods.

Impact of adoption of new accounting standards

4.1 IFRS 9

IFRS 9 replaces the provisions of IAS 39 that related to the recognition, classification and measurement of
financial assets and financial liabilities, derecognition of financial instruments and impairment of financial
assets,

The adoption of IFRS @ from 1 January 2018 resulted in changes in accounting policies and adjustments to
the amounts recognized in the financial statements. In accordance with the transitional provisions in IFRS 9,
the Company has followed modified retrospective transitional method, taking into consideration the exemplion
allowing it not to restate comparative information or prior periods.

The total impact on the Company's accumulated deficit as at 1 January 2018 is as follows:

Closing accumulated deficit as at 31 December 2017 (227,551,389)
Adjustment related to adoption of IFRS 9 on 1 January 2018 - increase in allowance for

ECL on trade receivables (766.835)
Opening accumulated deficit as at 1 January 2018 {228,318,224)

On 1 January 2018 (the date of initial application of IFRS 9), the Company's management has assessed
which business models apply to the financial assets held by the Company and has classified its financial
instruments into the appropriate IFRS 9 categories. The following table shows a comparison between the
camrying amounts and original measurement calegories in accordance with [AS 39 and under IFRS 9 for the
Company's financial instruments as at 1 January 2018:

New Carrying
classification  amount under  Original classification Carrying amount
under IFRS 9 IFRS 9 as at under IAS 29 under |AS 39 as at
1 January 2018 1 January 2018 1 January 2018 1 January 2018
Financial assets
Trade and other Loans and receivables
recelvables Amortized cost 150,323,831 {at amortized cost) 151,090,666
Cash and cash
equivalents Amortized cost 241,101,643 Amortized cost 241,101,643
Financial liabilities
Long-term borrowings Amortized cost  1,024,605,812 Amortized cost 1,024,605,812
Trade and other
payables Amortized cost 87,930,474 Amortized cost 87,030,474

In the comparison above, non-financial assets amounting to Saudi Riyals 19.2 milion and non-financial
liabilities amounting to Saudi Riyals 1.3 million have been excluded from “Trade and other receivables” and
“Trade and other payables", respectively.

Accounting pollcy for the year ended 31 December 2017

As the Company has opted for modified retrospective approach, statement of financial position and statement
of comprehensive income as of and for the year ended 31 December 2017 have not been restated upon of
adoption of IFRS 9. Accordingly, the financial information presented as of and for the year ended 31
December 2017 does not reflect the requirements of IFRS 9 and is not comparable to the financial infarmation
presented as of and for the year ended 31 December 2018. The accounting policies applicable to the
statement of financial position and statement of comprehensive income as of and for the year ended 31
December 2017 is as follows:
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Financial assets

Classification

The Company classifies ils financial assets as loans and receivables.
Recognition and derecognition

At initial recognition, the Gompany measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition of
the financlal asset.

Financial assels are derecognized when the rights to receive cash fiows from the financial assets have
expired or have been fransferred and the Company has transferred substantially all the risks and rewards of
aownership.

Measurement
Loans and receivables are subsequently caried at amortised cost using the effective interest rate method.
Financial liabilities

All financial labilities are recognised at the time when the Company becomes a parly to the contractual
provisions of the instrument. Financial liabilities are recognized initially at fair value less any direclly
attributable transaction cost. Subsequent to initial recognition, these are measured at amortized cost using the
effective interest rate methad.

A financial liability is derecognized when the obligation under the liabllity is discharged or cancelled or expired.
Where an existing financial liability s replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in
respeclive carrying amounts is recognised in profit or loss,

4.2 IFRS 15

In accordance with the transitional provisions in IFRS 15, the Company has followed modified retrospeclive
transitional method, taking into consideration the exemption allowing it not to restate comparative information
or prior periods. The impact of adaption of IFRS 15 on the accompanying financial statements for the year
ended 31 December 2018 was not significant.

Accounting policy for the year ended 31 December 2017

As the Company has opted for modified retrospective approach, statement of financial position and statement
of comprehensive income for the year ended 31 December 2017 has not been restated upon adoption of IFRS
15. Accardingly, the financial information presented for the year ended 31 December 2017 does nol reflect the
requirements of IFRS 15 and is not comparable 1o the financtal information presented for the year ended 31
December 2018. The accounting policy for revenue applicable to the statement of comprehensive income for
the year ended 31 December 2017 is as follows:

Revenue is measured at the fair value of the consideration received or receivable for the sale of goods in the
ordinary course of the Company's activities. The Company recognizes revenue when the amount of revenue
can be reliably measured; when it is probable that future economic benefits will flow to the enlity; and when
specific criteria have been met for each of the Company's activities. The Company bases ils estimates of
relurn on historical results, faking into consideration the type of customer, the type of transaction and the
specifics of each arrangement.

Revenue from sale of goods

Revenue is recognized upon delivery of goods to the customers, Dellvery occurs when the products have
been shipped to the specified localion, the risks of obsolescence and loss have been transferred to the
customers (that also Include marketers) and either the customer has accepled the products in accordance
with the sales contracl, the acceptance provisions have lapsed, or the Company has objective evidence that
all criterias for acceptance have been satisfied.
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Revenue

The Company derives revenue from the sale of goods at a point in time.

Export sales Local sales Total
2018
Revenue from contracts with customers
all recognized at a point in time 549,946,421 151,666,306 701,612,727
2017
Revenue from contracts with customers
all recognized at a point in time 527,840,739 155,373,838 683,214,577
Cost of sales
Note 2018 2017
Cost of materials 264,504,888 310,100,258
Salaries, wages and benefits 99,005,518 104,389,801
Depraciation 11 115,542,697 110,521,294
Amortization 12 4,295,239 3,125,651
Repair and maintenance 13,317,773 10,943,164
Rent 2,139,498 2,530,905
Insurance 4,992,383 5,107,794
Other 2,243,475 3,436,127
506,041,471 550,154,984
Selling and distribution expenses
Note 2018 2017
Freight charges 36,495,099 62,245,483
Sales commission 8,115,512 10,603,946
Salaries and benefits 8,915,284 8,927,373
Rent 4,566,219 3,172,145
Depreciation 11 453,207 479,500
Other 2,376,151 2,301,127
60,921,472 87,729,574
General and administrative expenses
Note 2018 2017
Salaries and benefits 19,381,911 19,879,736
Repair and maintenance 6,641,716 4,281,349
Professional and legal fees 3,892,529 5,315,400
Board of directors' fees 2,043,788 2,000,000
Depreciation 11 1,962,097 2,140,171
Amoriization 12 1,390,770 2,722,604
Other 7,413,604 5412,240
42,726,425 41,731,509
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Financial costs

Note 2018 2017

Financial cost on borrowings 38,342,116 40,595 683

Amortization of transaction costs 18 3,613,453 3,936,442

41,955,669 44 532 125

Other operating income - net

2018 2017

Liquidated damages - 20,652,500

Scrap sales 2,101,798 564,705
Other, net 193,879 (4,391,589)

2,295,677 16,825,616

During 2016, the Company liquidated a performance bank guarantee, amounting to United States (US) dollars
10.0 million (Saudi Riyals 37.5 million), issued by one of its marketers due to non-compliance with its off-take
and other conlractual obligations under the marketing agreement. The Company recorded the cash received
under "Cash and cash equivalents” with a corresponding liability included under “Trade and other payables” at
31 December 2016 with no impact on the net loss for the year ended 31 December 2016. The Company
entered into arbitration with the marketer to resolve the matter and the parties reached an agreement during
the year ended 31 December 2017 resulting in an obligation of the marketer towards the Company amounting
to US dollars 5.5 million (Saudi Riyals 20.7 miliion) which the Company recorded under "Other operating
income"” for the year ended 31 December 2017. The remaining liability of the Company towards the marketer

amounting to US dollars 4.5 million (Saudi Riyals 16.9 mlllion} was paid back to the marketer during 2017,

Property, plant and equipment

2018

Cost

Buildings and leasehold
improvements

Plant, machinery and
equipment

Furniture, fixtures and
office equipment

Planned turnaround costs

Vehicles

Construction-in-progress

Accumulated
depreclation and
impairment

Buildings and leasehold
improvements

Plant, machinery and
equipment

Furniture, fixtures and
office equipment

Plahined turnaround costs

Vehicles

Net book value

Disposals /

1 January Additions Write-offs Transfers 31 December
362,124,486 430,377 - 3,027463 365,591,326
2,663,362 679 8,215,777 {1,044,599) 12,257,184 2,602,791,041
113,220,109 5,147,071 (14,784) - 118,352,396
51,084,449 18,300,707 (350,000) 18,018,716 87,953,872
7,519,194 - (839,840) - 6,679,354
34,787,873 17,203,509 - (43,303,363) 18,688,018
3,232,998,790 49,306,441 (2,249,223) - 3,280,056,008
(117,997,113) (10,103,955} - - {128,101,068)
(1,256,595,350) (86,329,050) 590,360 - (1,342,334,040)
(89,933,668) (10,288,119) 14,783 - (100,207,004)
(46,449,344) (11,034,560) 350,000 - (57,133,904)
(6,864.961) (202,317) 839,835 - (6,227,443)
{1,517,840,436) (117,958,001) 1,794,978 - {1,634,003,459)

1,715,158,354
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During the year, the Company shut down certain of its plants for scheduled periodic maintenance for a period
of twenty one days. The Company incurred turnarcund and related costs of Saudi Riyals 36.3 million related to
such maintenance which were capitalized under property, plant and equipment in 2018.

Construction-in-progress balance as at 31 December 2018 principally represents costs incurred on certain
expansion projects. The Company expects such projects to be completed in 2019.

2017

Cost

Buildings and leasehold
improvements

Plant, machinery and
equipment

Furniture, fixtures and
office equipment

Planned tumaround costs
Vehicles
Construction-in-progress

Accumulated
depreciation and
impairment

Buildings and leasehold
improvements

Plant, machinery and
equipment

Furniture, fixtures and
office equipment

Planned tumaround costs

Vehicles

Net book value

Disposals /
1 January Additions Write-offs Transfers 31 December
361,574,576 549,910 - - 362,124,486
2,650,372,755 9,234,158 (1,032,609) 4,788,375 2,663,362,679
108,877,678 6,363,109 (20,678) - 113,220,109
44,000,983 7,983 466 - - 51,984,449
8,870,794 - {1,351,600) - 7,519,194
14,128,855 25,696,723 - {5,037,705) 34,787,873
3,185,825641 49,827,366  (2,404,887) (249,330) 3,232,998,790
(107,863,359) (10.133,754) - - (117,997,113)
{1,166,878,562) (90,246,612) 529,624 - (1,256,595,350)
(82,688,876) (7,265,466) 20,674 - {89,933,668)
(41,472.965) (4,976,379) - - (46,449,344)
(7,615477) (518,754) 1,269,270 - (6,864.961)
(1,406,519,239) (113,140965) 1,819,768 - (1,517,840,436)

1,779,306,402

1,715,158,354

See Note 12 for fransfer of computer software costs of Saudi Riyals 0.2 million during 2017 to intangible

assets.

The Company's production facilities are constructed on land parcels leased from the Royal Commission for
Jubail and Yanbu (the “Royal Commission™ at nominal annual rent for the years ranging from 10 to 30 Hijri
years with an option to renew on similar terms upon expiry.

«  Buildings and leasehold impraovements
+  Plant, machinery and equipment
»  Furniture, fixtures and office equipment

=  Vehicles

22

Number of years

5-33
3-35
3-10

4




12

13

METHANOL CHEMICALS COMPANY
(A Saudi Joint Stock Company)
Notes to the financial statements

For the year ended 31 December 2018
(ANl amounts in Saudi Riyals unless otherwise stated)

Intangible assets

2018
Cost
1 January and 31 December

Accumulated amortization
1 January

Charge

31 December

Net book value
31 Daecember

2017

Cost

1 January

Additions

Transfers from construction-in-progress
31 December

Accumulated amortization
1 January

Charge

31 December

Net book value
31 December

Inventories

Finished products
Raw materials

Consumables and spare paris, held not for sale

Goods-in-transit
Other

Less: provision for slow-moving inventories

Payment to
acquire
Computer contractual
software rights of pipeline Total
25,008,775 15,750,000 40,758,775
(18,338,349 (5,908,250) (24,244,599)
(4,898,509) (787,500) {5,686,009)
(23,236,858) (6.,693,750) (29,930,608)
1,771,917 9,056,250 10,828,167
Payment to
acquire
Computer contractual
software rights of pipeline Total
24,657,992 15,750,000 40,407,992
101,453 - 101,453
245,330 - 249,330
25,008,776 16,750,000 40,758,775
(13,277,594) (5,118,750) (18,396,344)
{5,060,755) (787,500) (5,848,255)
{18,338,349) (5,906,250) (24,244,599)
6,670,426 9,843,750 16,514,176
2018 2017
23,028,977 29,115,007
18,442,874 16,892,472
77,732,298 69,154,905
11,154,799 9,404,323
3,364,907 3,721,387
133,721,855 128,088,184
{15,490,667) (14,120,096}
118,231,188 113,968,088

Finished products at 31 December 2018 have been written-down by Saudi Riyals 0.2 million
(31 December 2017: Saudi Riyals 0.3 million) to bring them to thelr net realizable values which has been
charged to "Cost of sales" in the accompanying statement of comprehensive income.
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The movement in provision for slow-moving inventories is as follows:

1 January 2017 11,138,784
Provision 2,981,312
31 December 2017 14,120,096
Provision 1,370,571
31 December 20118 15,490,667
Trade and other recelvables
Note 2018 2017
Trade receivables 139,261,200 145,080,647
Less: provision for doubtiul debts 14.2 - (700,881)
Less: allowance for ECL on trade receivables 14.2 {1,216,125) -
138,045,075 144,379,766
Advances to suppliers 2,852,407 7,165,052
Advances to employees 4,841,660 5,178,049
Prepayments 7,462,109 6,891,892
Other 9,590,868 6,710,900
162,792,119 170,325,659

141 Payments against trade roceivables are due based on individual credit terms of each customer.
There were no contracls with a significant financing component or variable consideration during the year
ended 31 December 2018. As at 31 December 2018, frade receivables of Saudi Riyals 30.3 million (31
December 2017; Saudi Riyals 30.9 million) were past due but not impaired. These relate to a number of
individual customers for whom there is no recent history of default. The trade receivables have been overdue
for:

2018 2017

Not due 108,988,593 114,215,328
Overdue for up to 3 months 25,553,069 28,445,851
Overdue for a period between 4 to 6 months 2,790,085 335,583
Overdue for a period between 7 to 12 months 755,605 659,844
Overdue for aver 12 months 1,173,848 1,424,041
139,261,200 145,080,647

The Company considers any trade receivables overdue for more than a year to be in default and are
accordingly fully provided for. The loss rates for the other ageing brackets are not significant.

14,2 The movement in allowance for ECL on trade receivables is as follows:

1 January 2017 729,209
Reversals (28,328)
31 December 2017 700,881
Restatement due to change in accounting policy (Note 4.1) 766,835
1,467,716
Allowance on trade receivables originating during the year 42 277
Reversals due to collection of trade receivables (293,868)
31 December 2018 1,216,125
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14.3 The Company has assessed expected lifelime losses pertaining to trade receivables as per the
simplified approach as permitted by IFRS 9 and the total impact on the Company's accumulated deficit as at 1
January 2018 is disclosed in Note 4.

444  The other classes within trade and other receivables do not contain impaired assets. The maximum
exposure lo credit rsk at reporting date is the carrying amount of each receivable.

14.5 The Company does not hold any collateral as securily.

Cash and cash equivalents

2018 2017

Cash in hand 10,000 14,801
Cash at banks 18,813,733 18,066,842
Time deposits 101,000,000 223,000,000
119,823,733 241,101,643

Time deposits are murabaha deposits placed with commercial banks, with a maturity period of three manths
or less from date of placement, and yield financial income ranging from 1.10% to 2.95% per annum (2017:
1.60% to 1.85% per annum).

Share capital

As at 31 December 2018, the authorized, issued and fully paid-up share capital comprised of 120.6 million
ordinary shares (31 December 2017: 120.6 million ordinary shares) of Saudi Riyals 10 per share.

Statutory reserve

In accordance with the Company's By-laws and Regulations for Companies in the Kingdom of Saudi Arabia,
the Company is reguired to transfer 10% of the net income for the year to a statutory reserve until such
reserve equal 30% of its share capital. This reserve is currently not available for distribution to the
shareholders of the Company. No such transfer was made for the years ended 31 December 2018 and 2017
due to accumulated deficit at the end of such years.

Long-term borrowings

2018 2017
Saudi Industrial Development Fund {"SIDF") 295,000,000 385,000,000
Murabaha Facilities-Syndicate joans 285,085,950 327,685,000
Murabaha Facilities-Bilateral loans 268,830,000 309,000,000

848,915,950  1,021,685000

Accrued financial costs 2,141,352 14,618,848

851,067,302  1,036,303,848

Less unamortized transaction costs related to:

SIDF (1,473,071) (2,679,913}
Murabaha Facilities-Syndicate loans (3,594,432) (4,919,266)
Murabaha Facilities-Bilateral loans (3,017,080) (4,098,867)

(8,084,583) (11,698.036)

842,972,719 1,024,605,812

Long-term borrowings are presented as follows:

Long-term borrowings 685,359,324 840,842 224
Current maturity shown under current liabilities 157,613,395 183,763,588

842,972,719  1,024,605,812
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Movements in unamortized transaction costs are as follows:

2018 2017
January 1 11,698,036 15,634,478
Less: amontization (3,613,453) (3,036,442)
December 31 8,084,583 11,698,036
Related to:
Long-term borrowings 4,888,126 8,073,726
Current maturity shown under current liabilities 3,196,457 3,624,310
8,084,583 11,698,036

Other movements in long-term borrowings during 2018 comprised principal repayments of Saudi Riyals 172.8
million.

181 SIDF loan

The loan agresments with SIDF provided for loans of Saudi Riyals 600.0 million te finance expansion and
construction of the Company’s production facilities, which were fully drawn by June 2010. Up-front and annual
administrative fees are charged by SIDF under the loan agreements.

The covenants of the borrowing facilities require the Company to maintain certain level of financial conditions,
limiting dividends distribution and annual capilal expenditure above certain limits and certain other malters. As
at 31 December 2018, the Company was in compliance with these covenants. The loan is secured by
mortgage of the praperty, plant and equipment of the Company at 31 December 2018 with a carrying value of
Saudi Riyals 1.6 billion. The carrying values of the SIDF loan are denominated in Saudi Riyals.

During the year ended 31 December 2017, the Company restructured the SIDF loan and finalized the
restructuring agreement with SIDF. The restructuring did not result in substantial modification of the terms of
the loan agreement. The aggregate maturity of the loan, is spread in 2019 through 2021.

18.2 Murahaha facilities

During 2007, the Company entered into an agreement with a syndicate of banks, namely, Arab Banking
Corporation (B.S.C), Riyad Bank, Samba Financial Group, Saudi Hollandi Bank, Naticnal Commercial Bank
and Saudi British Bank (collectively called as “Murabaha Facility Participants”) to provide Murabaha Fagilities
and Syndicate and Bilateral loans for financing of expansion projects. These loans bear financial charges
based on prevailing market rates which are based on Saudi inter-bank offer rates.

The covenants of the above borrowing faciliies require the Company to maintain certain fevel of financial
conditions, limiting dividends distribution and annual capital expenditure above certain limits and certain other
matters. As at 31 December 2018, the Company was in compliance with these covenants. The carrying
values of such long-term borrowings are denominated in Saudi Riyals.

The aggregate malurities of these loans, based on their respective repayment schedules, are spread in 2019
through 2022.

18.3 Maturity profile of long-term borrowings

2018 2017
Years ending 31 December:
2018 - 172,769,050
2019 158,668,500 158,668,500
2020 195,502,750 195,502,750
2021 316,472,900 316,472,900
2022 178,271,800 178,271,800

848,915,950 1,021,685,000
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Employee benefit obligations
191 General description of the plan

The Company operates an unfunded defined benefit plan in line with the labour law requirement in the
Kingdom of Saudi Arabia. The end of service benefit paymenis under the plan are based on the employees'
final salaries and allowances and their cumulative years of service at the date of their termination of
employment, as defined by the conditions stated In the labour laws of the Kingdom of Saudi Arabia. The
benefit payments are due upon termination of or resignation fram employment.

2018 2017
1 January 39,477,475 37,186,647
Current service cost 5,565,210 5,140,707
Interest expense 1,465,127 1,366,188
Payments (5,178,740) (2,786,414)
Remeasurements (243,185) (1,429,653)
31 December 41,085,887 39,477,475

19.2 Amounts recognized in the statement of comprehensive income

The amounts recognized in the statement of comprehensive income related to employee benefit obligations
are as follows:

2018 2017
Current service cost 5,565,210 5,140,707
Interest expense 1,465,127 1,366,188
Total amount charged to profit or loss 7,030,337 6,506,895
Remeasurements
Gain fram change in demographic assumptions {2,010} -
{Gain) loss from change in financial assumptions (1,544,749) 311,334
Loss (gain) from change in experience adjustments 1,303,574 {1,740,987)
Total amount recognized in other comprehensive income (243,185) {1,429,653)
19.3 Key actuarial assumptions
2018 2017
Discount rate 4.75% 3.25%
Salary growth rate 4.75% 3.25%

19.4  Sensitivity analysis for actuarial assumptions

Impact on employee benefit

Changg in assumption obligations

Increase in Decrease in Increase in Decrease in

assumption assumption assumption assumption

Discount rate 0.5% 0.5% (2,441,770) 2,662,090
Salary growth rate 0.5% 0.5% 2,119,443 (1,975,824)

The sensitivity analysis is based on a change in an assumption while holding all other assumptions constant.
In practice, this is unlikely lo occur, and changes in some of the assumptions may be cormelated. When
calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method
(present value of defined benefit obligation calcutated with projected unit credit method at the end of the
reporting period) has been applied when calculaling the employee benefits obligation.
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18.5 Expected maturity analysis

The weighted average duration of the defined benefit obligation is 11.4 years (31 December 2017: 11.4 years).
The expecled maturity analysis of undiscounted employee benefits obligations is as follows:

Less than a Between 1 - Between 2 -

year 2 years 5 years

31 December 2018 2,009,051 2,960,767 8,588,040
31 December 2017 1,324,190 1,995,810 7,848,876

Trade and other payables

Note
Trade payables
Accrued expenses
Advances from customers
Related parties 21

Other

Related party transactions and balances

Qver 5 years Total
30,074,273 43,632,131
29,688,395 40,867 271

2018 2017
50,028,805 54,637,221
35,674,845 32,672,505

1,799,202 1,312,418
- 480,240

140,508 140,508
87,643,360 89,242,890

Retated partles comprise the shareholders, directors, associated companies and key management personnel.
Related parties also include business enlities in which certain directors or senior management have an

interest (“other related parties”).

(a) Following are the significant transactions with related parties entered into by the Company dusing the

year ended 31 December 2018:

Nature of transactions and relationship

Purchases from other related parties
Costs and expenses charged by other related parties

(b) Key management personnel compensation

Salaries and other shori-term employee banefits
Employee benefit obligations
Board of directors’ fees

(c) Due to related parties

BASF Services Europe GmbH
Al-Zamit CoplCare
Yusuf Bin Ahmed Kanoo Co. Lid.

28

For the year ended

31 Pecember

2018 2017
1,481,220 3,871,752
620,086 917,322

For the year ended

31 December

2018 2017
6,644,638 6,136,338
250,114 190,762
2,043,788 2,000,000
9,138,540 8,327,100
2018 2017

- 65,292

- 118,848

- 296,100

- 480,240
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The above-mentioned business entities no longer meet the definition of related parties due to a change in
composition of the Company's board of directors during 2018. Accordingly, the balances payable to such

entities as at 31 December 2018 are presented under trade payables.

Zakat

221 Significant components of zakat base

Shareholders’ equity at beginning of year
Adjusted net profit (loss)

Long-term borrowings

Property, plant and equipment, as adjusted
Other

Approximate zakat base

22,2 Provision for zakat

1 January

Provision for the year
Adjustment related to prior years
Payments

31 December

223 Status of zakat assessments and certificates

2018

1,095,417,375

2017

1,121,687,735

59,251,588 (13,790,135)
842,972,719 1,006,050,522
(1,732,811,260)  (1,800,827,435)
54,298,458 49,054,640
319,128,880 362,175,327
2018 2017
8,324,368 3,644,564
7,978,222 8,324,368
1,167,793 (3,324,368)
(9,492,161) (320,196)
7,978,222 8,324,368

The Company has received the zakal assessments from the GAZT for the years through 2010. Zakat
assessments for the years 2011 through 2017 have not been finalized by the GAZT. The Company has

oblained zakal certificates for the years through 2017.

29




ot

“(Ajannpadsal ‘sajgeied JaUjo puUB SpeJ) PUE S9IJBAISDSS JSYJO PUEB PRI} WO PIPNOXE usaq aaey (Ajsanoadsal ‘uolw £° | sieAry
ipnes pue uoyiw Z'gl SRAIY IPNes 12 10g) Alsaoadsal ‘uol gL s|eAly Ipnes pue uoljiw Z'GL S[eAry Ipneg o Bupunowe ssiigel] |elouBLY-LIOU pue S|8sse [BouUeUl-UoN

‘an[ea Jigy Jauy syewnxoidde sanige)| [eoUeLY pue siasse feueuy jo snjea Buiiues ayj

12.'228'eoT’ | 18'80F 201 - vig's0¥'20l L06'€LL'L9L') S08'8¥r Gb Z01'599'sle
866°/88°ZF0'} 015'586'/8 - 015'86'28 8BP'Z06VSE 202’91 85, 98/'G5L'061
8£6°986°50) - - - 8£5'986'501 £52'668'L9 997 LBO'SE
Z0g'IS0°L58 TSEIPL'T - Zse'Lrl'e 056°4L6°8P8 0s¥'LP2'069 D0OS'899'8SL
851 rre'ss 251 'vre'ss - BSL'vPR'GR - - -
061 'c68'26¢C 06L'€68'691 - 061'€63'691 Q00‘000'ceE - 000'0o0'ceEe
L08'6L9'LEE L08'5L9°291 - L08'GL8'.8) 000°000°P9L - 000'000'¥91
ceLeze'stl gel'cza'sl - £eL'8c8'8l 000°000'}0} - 000'000°LO0L
000°000'€S - - - 000°000'c9 - 000°000°c9
890°758°gV1 890°ZSB'8Y) - 880°ZGR'8y! - - -
1e0L [Eloans leak auo 1eaf suo |210qnsg 123k auo Jeah suo
Jaye Aunje o1 dn Aunje Jaye AQunjew 0} dn Ajuniepy
Bulieaq dn-3Jew UON [ 1S943JU)-UON Buueaq
dn-yJep ; 15319jU]

2102 Isqu=dsq LE

8102 18qWsaag L

s6umolIog
wJa)-Buoj Uo 1503 [EDUEUY 3IMN4

sBuimoliog uus)-buo
s3|qeAed Jaylo puUE Spel|

sep[iqel| [eloueuty

4102 1eqWsdaq e

8102 1aquisda(q 1g
sjusjeaInba Used pue yses
sysodap eyeqesnw uual-HIoOYS
SR[RAIR08] JAYJO PUE 3pEIL

s)esse [eoueLyd

sanunjewW aAnsadsal 119y Jad se sanljiqe)| puE s)9sSE [eloueuld F A

*$Iap[oyIeYS O} LINiS)

wnwixew aplaoid pue Appejoa sbujues sz o} ysu [eoueuly BuilBeusw se jjom se Buipury aaldaye 1500 Sulaey uo sasnao} weiboid Juswabeusws ysU |[EJaA0 sAuedwos
syl ysu Aypinby pue 3su ppaio ‘(ysu soud pue sy 23el jsasell sy Aouauno Buipnpoul) jSH eEW SNSU |BlOUBUY JO Apuea o} 3 esodxa sanagoe sAuedwod syl

SicJOBy MSM [BIOUBUL  }'EZ

JuaLBERUBIL YSU |BIOUBULL

(po1E)s 9sIMIBLI0 SSBlun SjeAly IPNES U] SIUNOLE (Iy)

810z Jequada( Lg papusa Jeaf a Jod
SJUBWSYE)S [elaueUl Y} 0] SAION
(Auedwo) »203s Juior IpneEg v)
ANVAINOD STVYOIWIHD TIONVYHLIW

£C



METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements

For the year ended 31 December 2018

{All amounts in Saudi Riyals unless otherwise staled)

{i) Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties
failed completsly to perform as conlracted. The maximum exposure to credit risk is equal to the carrying
amount of financial assets. At 31 December 2018, 36% of accounts receivable were due from thres
customers (31 December 2017: 23% from two customers). Management believes that this concentration of
credit risk is mitigated as the customers have established track record of regular and timely payments.

For trade receivables, an internal risk assessment process determines the credit quality of the customers,
taking into account their financial positions, past experiences and other factors, Individual risk limits are set
based on internal or external credit worthiness ratings in accordance with limits set by the management. The
carrying amount of trade receivables relates to a number of independent customers for whom there Is no
recent history of default. Also see Note 2.5,

Cash and cash equivalents and short-term murabaha deposits represent low credit risk as they are placed
with reputable local banks.

Management believes that it is not exposed to significant credit risk.
(i Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company's approach to managing liquidity risk is to ensure, as far as possible, that it will always has sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company's reputation.

Typically, the Company ensures that it has sufficient cash on demand to meet expected operational expenses
including the servicing of financial obligations. This excludes the potential impact of extreme circumstances
that cannot be reasonably predicted, such as natural disasters.

Cash flow forecasting is performed by management on an annual basis. Management also monitars monthly
rolling forecasts of the Company's liquidity requirements and takes necessary measures to ensure it has
sufficient cash to meet its operational needs.

(il Market risk

Market risk is the risk that changes in foreign exchange rate and interest rates will affect the Company's
income ar value of its holding In financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while oplimizing returns.

a)} Foreign exchange risk

Currency risk is the risk that the value of a financial instrument will flucluate due to changes In foreign
exchange rates. The Company's transactions and financial instruments are primarity in Saudi Riyals and US
dollars. Since Saudi Riyal is pegged to US dollar, management of the Company believes that the currency
risk for the financial instruments is not significant.

b) Interest rate risk

Interest rate risk arises due to changes in market interest rates that result in fluctuation in fair value or future
cash flows of a financial instrument. Borrowings obtained at variable rates expose the Company to cash flow
interest rate risk.

At 31 December 2018, the Company had variable interest bearing financial assets of Saudi Riyals 164.0
million (31 December 2017: Saudi Riyals 223.0 million) and financial liabilities of Saudi Riyals 848.9 million
(31 December 2017; Saudi Riyals 1.0 billion), and had the interest rate varied by 1% with all the other
variables held constant, nef change in profit before zakat for the year would have been approximalely Saudi
Riyals 4.8 million (31 December 2017: Saudi Riyals 8.2 million) lower / higher, mainly as a result of lower /
higher financial charges on floating rate borrowings.

¢} Price risk

The rigk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the individual instrument or its issuer or faclors affecting all
Instruments traded in the market. The Gompany's financial assets and liabilities are not exposed fo price risk.
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Fair value of assets and liabillties

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordinary
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Company has access at that date. The fair value of a liability reflects its
non-performance risk.

As at 31 December 2018 and 2017, the fair values of the Company’s current financial instruments are
estimated to approximate their carrying values since the financial instruments are short term in nature, carry
interest rates which are based on prevailing market interest rates and are expected to be realized at their
current carrying values within twelve months from the date of statement of financial position. The fair values of
the non-cutrent financial liabilities are estimated to approximate their carrying values as these carry interest
rates which are based on prevailing market interest rates.

Categories of financial assets and financial liabilities

As at 31 December 2018 and 2017, all financial assets and financial liabilities were carried at amortized cost.
Capital risk management

The Company's objectives when managing capital are to:

. safeguard their ability fo continue as a going concern, so that they can continue to provide retums for
shareholders and benefits for other stakeholders; and
. maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid fo
shareholders, return capital to shareholders, issue new shares or sell assels to reduce debt.

The Company monitors capital on the basis of the following gearing ratio:

Note 2018 2017
Total horrowings 18 842,972,719 1,024,605,812
Less: Cash and cash equivalents 15 {119,823,733) (241,101,643}
Net debt 723,148,986 783,504,169
Total equity . 1,141,047,568 1,095,417,375
Gearing ratio 63% 72%

Operating leases

The Company has various operating lease arangements for its land, warehouse facilities and storage tanks
which generally have a lease term of 4 - 30 years. Rental expense for the year ended 31 December 2018
amounted to Saudi Riyals 2.6 million (2017: Saudi Riyals 2.5 million). Maturity profile of such leases is as follows:

2018 2017

Not later than 1 year 2,479,196 1,193,529
Later than 1 year but not later than 5 years 9,751,750 4,774,116
Later than 5 years 4,192,864 6,902 522
16,423,810 12,870,167
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Basic and diluted earnings (loss) per share
Basic earnings (loss} per share is calculated by dividing the profit (loss) for the year by the weighted average

number of ordinary shares in issue during the year. As the Company does not have any dilutive potential
shares, the diluted earnings (loss) per share is the same as the basic earnings (loss) per share.

For the year ended 31 December

2018 2017
Profit {loss) for the year 46,153,843 (27,700,013)
Weighted average number of ordinary shares for basic and diluted
earnings {loss) per share 120,600,000 120,600,000
Earnings (loss) per share 0.383 (0.230)

Contingencies and commitments

)] At 31 December 2018, the Company was contingently liable for bank guarantees and letters of credit
issued in the normal course of business amounting to Saudi Riyals 57.2 million and Nil, respectively (31
December 2017: Saudi Riyals 61.2 million and Saudi Riyals 1.0 million, respectively).

(i)  The capital expenditure contracted by the Company but not incurred fill 31 December 2018 was
approximately Saudi Riyals 17.4 million (31 December 2017: Saudi Riyals 28.7 million).
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