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Report on review of interim financial information

To the shareholders of Methanol Chemicals Company
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Methanol
Chemicals Company (the “Company”) as of 30 June 2018 and the related condensed statement of profit
or loss and other comprehensive income for the three-month and six-month periods then ended and
the condensed statements of changes in equity and cash flows for the six-month period ended 30 June
2018 and notes, comprising a summary of significant accounting policies and other explanatory notes.
Management is responsible for the preparation and presentation of this condensed interim financial
information in accordance with International Accounting Standard 34 - “Interim Financial Reporting”
(“IAS 34"), as endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a conclusion
on this condensed interim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of interim financial information performed by the independent auditor of the entity”, as
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing, as endorsed in the Kingdom of Saudi Arabia, and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial information is not prepared, in all material respects, in accordance with
IAS 34, as endorsed in the Kingdom of Saudi Arabia.
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METHANOL CHEMICALS COMPANY
(A Saudi Joint Stock Company)

Condensed interim statement of profit or loss and other comprehensive income (Unaudited)

(All amounts in Saudi Riyals unless otherwise stated)

For the three-month period
ended June 30,

For the six-month period
ended June 30,

Note 2018 2017 2018 2017
Revenue 1 195,705,190 175,803,714 852,879,602 355,222,945
Cost of sales (126,167,083) (144,383,542) (258,527,024) (283,326,549)
Gross profit 69,538,107 31,420,172 94,352,578 71,896,396
Selling and distribution expenses (15,575,049) (26,389,782) (29,826,518) (51,175,091)
General and administrative expenses (10,821,151) (9,707,117) (20,871,208) (17,923,647)
Other operating (expenses)
income - net (570,826) 19,573,706 (1,138,819) 18,733,740

Operating profit 42,571,081 14,896,979 42,516,033 21,531,398
Financial costs (9,749,668) (11,079,539) (20,276,826) (22,225,364)
Financial income 457,278 48,333 1,531,344 200,060
Financial costs - net (9,292,390) (11,031,206) (18,745,482) (22,025,304)
Profit (loss) before zakat 33,278,691 3,865,773 23,770,551 (493,906)
Zakat expense (1,650,000) (1,250,000) (2,400,000)  (2,500,000)
Profit (loss) for the period 31,628,691 2,615,773 21,370,551 (2,993,906)
Other comprehensive income for the

period - - - -
Total comprehensive income (loss)

for the period 31,628,691 2,615,773 21,370,551 (2,993,906)
Earnings (loss) per share (Saudi

Riyals):
Basic and diluted 7 0.26 0.02 0.18 (0.02)

The accompanying notes are an integral part of this condensed interim financial information.

The condensed interim financial information including notes and other explanatory information were approved
and authorized for issue by the Board of Directors on 25 July 2018 and were signed on their behalf by:

~—

Khalid Sulaiman Al Obeid \ Saud Abhdullah Al Sanea ”Agdullah Al Sanea
Finance Direclor Chief Executive Officer Chairman




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Condensed interim statement of financial position
(All amounts in Saudi Riyals unless otherwise stated)

Note

Assets

Non-current assets
Properly, plant and equipment
Intangible assets

Total non-current assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents
Total current assets

Total assets

Equity and liabilities
Equity

Share capital

Share premium
Statutory reserve
Accumulated deficit
Total equity

Liabilities

Non-current liabilities

Long-term borrowings 5
Employee benefit obligations

Total non-current liabilities

Current liabilities

Trade and other payables

Current portion of long-term borrowings 5
Zakat payable

Total current liabilities

Total liabilities

Total equity and liabilities

The accompanying notes are an integral part of this condensed interim financial information.

As at 30 As at 31
June 2018 December 2017
(Unaudited) (Audited)

1,693,545,646
13,612,031

1,715,158,354
16,514,176

1,707,157,677

1,731,672,530

108,433,399 113,968,088
211,936,319 170,325,659
126,851,306 241,101,643
447,221,024 525,395,390
2,154,378,701 2,257,067,920

1,206,000,000

1,206,000,000

72,850,071 72,850,071
44,118,693 44,118,693
(206,180,838) (227,551,389)

1,116,787,926

1,095,417,375

765,566,032 840,842,224
39,090,451 39,477,475
804,657,383 880,319,699
104,904,388 89,242,890
126,796,797 183,763,588
1,232,207 8,324,368
232,933,392 281,330,846

1,037,590,775

1,161,650,545

2,154,378,701

2,257,067,920
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= i(hahd Sulaiman Al Obeid
Finance Direclor

Saud Abdullah Al Sanea
Chief Executive Officer

Abdullah AI Sanea
Chairman




METHANOL CHEMICALS COMPANY
(A Saudl Joint Stock Company)
Condensed interim statement of changes in equity
(All amounts in Saudi Riyals unless otherwise stated)

At 1 January 2017
(Audited)

Loss for the period

Other comprehensive
income for the period

Total comprehensive
loss for the period

At 30 June 2017
(Unaudited)

At 1 January 2018
(Audited)

Profit for the period

Other comprehensive
income for the period

Total comprehensive
income for the period

At 30 June 2018
(Unaudited)

Share Share Statutory  Accumulated
capital premium reserve deficit Total
1,206,000,000 72,850,071 44,118,693  (201,281,029) 1,121,687,735
. - (2,993,906) (2,993,906)
- - - (2,993,906) (2,993,906)
1,206,000,000 72,850,071 44,118,693  (204,274,935) 1,118,693,829
1,206,000,000 72,850,071 44,118,693  (227,551,389) 1,095,417,375
- - - 21,370,551 21,370,551
= - - 21,370,551 21,370,551
1,206,000,000 72,850,071 44,118,693  (206,180,838) 1,116,787,926

The accompanying notes are an integral part of this condensed interim financial information.

_/
“Khalid Sulaiman Al Obeld \

Finance Director

Saud Abdullah Al Sanea
Chief Executive Officer

Abdullah Al Sanea
Chairman




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Condensed interim statement of cash flows

(All amounts in Saudi Riyals unless otherwise stated)

Cash flows from operating activities
Profit (loss) before zakat
Adijustments for
Depreciation and amortization
(Gain) loss on disposal of property and equipment
Financial costs - net
Provision for employee benefit obligations
Changes in operating assets and liabilities:
Decrease in inventories
Increase in trade and other receivables
Increase (decrease) in trade and other payables
Cash generated from operations
Financial costs paid on borrowings
Financial income received on short-term deposits
Zakat paid
Net cash inflow from operating activities

Cash flows from investing activities
Placement in short-term deposits

Payments for purchase of property, plant and equipment
Proceeds from disposal of property, plant and equipment

Net cash outflow from investing activities

Cash flows from financing activity
Repayments of long-term borrowings

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

The accompanying notes are an integral part of this condensed interim financial information.

For the six-month period ended

30 June
2018 2017
(Unaudited) (Unaudited)
23,770,551 (493,906)
64,073,947 61,302,084
(179,764) 260,081
16,835,222 20,089,906
(387,024) 2,902,158
5,534,688 3,502,728
(41,610,659) (17,469,417)
5,602,238 (13,269,482)
73,539,199 56,824,152
(31,249,859) (26,136,237)
1,531,344 200,060
(9,492,161) (320,196)
34,328,523 30,567,779
- (140,000,000)
(27,489,580) (13,699,849)
179,770 3,771
(27,309,810) (153,696,078)
(121,269,050) -
(114,250,337) (123,128,299)
241,101,643 221,847,020
126,851,306 98,718,721
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Finance Direclor

Saud Abdullah Al Sanea
Chief Executive Officer

o

Chairman

Abdulia?'l\Al Sanea




METHANOL CHEMICALS COMPANY

(A Saudl Joint Stock Company)

Notes to the condensed interim financlal information {Unaudited)
For the three-month and six-month perlods ended 30 June 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 Formaldshyde liquid or their mixture with differant concentrations, Paraformaldehyds, liquid and
powder Formaldehyde resins, Hexane Methylene Tetramine, Phenol Formaldshyde resins, concrete improvers,
Methanol, GCarbon monoxide, Di-methylamine, Mono-methylamine, Tri-mon-methylamine, Di-methyl
Formamide, Di-methyl carbon, Penta Artheretol, Sodium Formate and Acetaldehyde.

The Company is a joint stock company registered in Kingdom of Saudi Arabia and operating under Commercial
Registration (CR) Ne. 2050057828 issued in Dammam on 30 Dhu al-Hijjiah 1428 H (9 January 2008). The
accompanying condensed interim financial information Include the accounts of the Company and its branch
registerad in Jubait under CR No. 2055001870 dated 28 Dhu al-Hifjah 1409 H {1 August 1989). The registered
address of the Company is P.O. Box 2101, Jubail 31951, Kingdom of Saudi Arabia.

Buring the six-month period ended 30 June 2018, the Company shut down certain of ils plants for scheduled
pericdic maintenance for a period of twenly one days. The Gompany incurred turnaround and related coslis of
Saudi Riyals 33.0 million refated to such maintenance which were capilalized under property, plant and
equipment in 2018 in the accompanying condensed interim financial information.

Accounting policies

The principal accounting policies applied in the preparaticn of condensed interim financial information of the
Gompany are consistent with those of the previous financial year and corresponding interim reporting period,
except for the adoption of new and amended standards as set out below.

21 Basis of preparation

This condensed inlerim financial information of the Company has been prepared in compliance with I1AS 34
“Interim Financial Reporting” ("IAS 34"} as endorsed in the Kingdom of Saudi Arabia and olher standards and
pronouncements issued by the Saudi Organization for Certified Public Accountants ("SOCPA”).

The condensed interim financiat information does not include all the information and disclosures requlired in the
annual financial statements. Accordingly, this condensed interim financial information Is to be read in conjunction
with the annual financial statements for the year ended 31 December 2017.

2.2 Standards issued but not yet effective

IFRS 186, 'Leases’ was issued in January 2016. it will result in almost all leases being recognized on the balance
sheet, as the distinction belween operaling and finance leases is removed. Under the new standard, an asset
{the right to use the leased item) and a financial iability to pay rentals are recognized. The only exceptions are
short-term and fow-value leases,

The standard fs mandatory for the Company's accounting periods beginning on and subsequent to 1 January
2019, and has not been early adopted by the Company. The Company intends to apply the simplified transition
approach and will not restate the comparative amounts for the year prior to first adopfion. The Company is yet
to evaluate the impact of the standard,

There are no other relevant international Financial Reporling Standards (IFRS™) or IFRS Interpretations
Committee interpretations that are not yet effective that would be expectad to have a material impact on the
Company's condensed interim financiaf information.

23 New and amended standards adopted by the Company

A number of new or amended standards became applicable for the current reporting period and the Company
had lo change its accounting policies as a result of adapting the following standards:

a) {FRS 9 Financial Instruments’ (“IFAS 9"}, and
b} IFRS 15 'Revenue from Conlracts with Customers' {“IFRS 15",

The impact of the adoplion of these standards and the new accounting policies was nol material and did not
require retrospective adjustments.




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed Interim financial information {Unaudited)
For the three-month and six-month periods ended 30 June 2018
(All amounts in Saudi Riyals unless otherwise stated)

2.4 Changes in accounting policies
241 |IFRS9
(i) Classification

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

(ii} Measurement

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

Subsaquent measurement of Company's financial assets are at amortised cost. Interest income from these
financial assets is included in finance income using the effective interest rate method. Any gain or loss arising
on derecognition is recognised directly in profit or loss. Impairment losses are presented under "General and
administrative expenses” in the statement of profit or loss and other comprehensive income.

(i) Impairment

From 1 January 2018, the Company assesses on 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.

For trade receivables, the Company applies the simplified approach permitted by IFRS 9, which requires
expected lifetime fosses to be recognised from initial recognition of the receivables.

The following table shows the original measurement calegories in accordance with IAS 39 and the new
measurement categories under IFRS @ for the Company's financial assets and financial Habilities as at 1 January
2018:

New classification under IFRS 9 Original classification under JAS 39
1 January 2018 31 December 2017

Financial assets

Trade and other receivables Amoriised cost Amortisad cost

Cash and cash equivalents Amortised cost Amortised cost

Financial liabilities

Long-term borrowings Amortised cost Amaortised cost

Trade and other payables Amotlised cost Amortised cost

24.2 1iFRS15

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 activities. The Company recognizes revenue when control of the goods has
lransferred, being when the preducts are delivered to the customer, the customer has full discretion over the
use or sale of such goods, and there is no uniulfilled obligation that could affect the customer's acceptance of
the goods. Delivery occurs 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 to the customer, and either the customer
has accepted the products in accordance with the sales contract, the acceplance 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.




METHANOL CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed interim financial information (Unaudited)
For the three-month and six-month periods ended 30 June 2018
(Alt amounts in Saudi Riyals unless otherwise stated)

Fair value of financial assets and financial Habilitles

As at 30 June 2018 and 31 December 2017, the fair values of the Company’s financial instruments are estimated
to approximate their carrying values since the financial instruments are short term in nalure, carry interest rates
which are based on prevailing market interest rates and are expecled 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-current
financial liabilities are estimated to approximate their carrying values as these carry interest rates which are
based on prevailing market interest rates.

Critica! accounting estimates and judgements

The preparation of condensed Interim financial information In conformity with International Financial Heporting
Standards (1FRS") as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
issued by SOCPA, requires the use of cerlain critical estimates and judgments that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the reporting date and the reported
amounts of revenues and expenses during the reporting period, Estimates and judgements are continually
evalualed and are based on hislorical experience and other faclors, inciuding expectations of future events that
are believed to be reasonable under the circumstances. The Company makes estimates and judgements
concerning the fulure. The resulting accounting estimates will, by definition, seldom equal the refated actual
resuits. There are no significant changes in critical aceounting estimates and judgements used by managemenl
in the preparation of the condensed interim financial information from those that were applied and disclosed in
the annual financial statements for the year ended 31 December 2017.

Long-term borrowings

30 June 31 December

2018 2017

Saudi Industrial Development Fund (“SIDF"} 340,000,000 385,000,000
Murabaha Facilities-Syndicate loans 285,085,950 327,685,000
Murabaha Facilities-Bilateral loans 275,330,000 309,000,000
900,415,950 1,021,685,000

Accrued financial cosls 1,735,555 14,818,848
902,151,505 1,036,303,848

Less unamortized transaction costs related to:

SIDF (2,001,343) (2,679,913}
Murabaha Facilities-Syndicate loans (4,241,513) (4,919,256)
Murabaha Facilities-Bilateral loans (3,544,920) {4,098,867)
(9,787,776) {11,698,036)
892,363,729 1,024,605,812
Long-ferm borrowings are presented as follows:
Long-term borrowings 765,566,932 840,842,224
Current maturity shown under current liabiiities 126,796,797 183,763,588

892,363,729

1,024,605,812




METHANOL. CHEMICALS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed interim financial information (Unaudited)
For the three-month and six-month perlods ended 30 June 2018
{(All amounls in Saudi Riyals unless otherwise stated)

Movements in unamontizad transaction costs are as follows:

30 June 31 December

2018 2017

Balance at beginning of pariod / year 11,698,036 15,634,478

Less: amortization {1,910,260) {3,936,442)

Balance at end of period / year 9,787,776 11,698,036
Relaled to:

Shown under long-lerm borrowings 6,514,768 8,073,726

Current malurity shown under current liabilities 3,273,008 3,624,310

9,787,776 11,698,036

51 SIDF loan

The loan agreement with SIDF provided for Ioans of Saudi Riyals 600.0 million to finance expansion and
construction of the Company’s preduction facilities, which were iully drawn by June 2010. Up-front and annual
administrative fees are charged by SIDF under the loan agreements,

The covenants of the borrowing facility require the Company to maintain cerain level of financial conditions,
fimiting the dividends distribution and annual capital expenditure above ceriain limits and certain other matters.
As at 30 June 2018, the Gompany was in compliance with these covenants. The loan is secured by morigage
of the property, plant and equipment of the Company at 30 June 2018 having carrying value of Saudi Riyals 1.7
billion. The carrying values of the SIDF loan are denominaled In Saudt Riyals.

During the year ended 31 December 2016, the Gompany restruclured the SIDF loan and finalized the
restrucluring agreement with SIDF. The maturity of the loan, based on the revised repayment schedule, was
spread in 2017 through 2020. The restructuring did not result in substantial modification of the terms of the loan
agreement,

During the year ended 31 December 2017, the Company further restruclured the SIDF loan and finalized the
restructuring agreement with SIDF. The aggregate malurity of the loan, based on ihe revised repayment
schedule, is now spread in 2018 through 2021. The restructuring did not result in substantial moedification of the
terms of the loan agreement.

During the six-month period ended 30 June 2018, the Company repald Saudi Riyals 45.0 million of the principal
amount against the outstanding balance.

5.2  Murabaha facilities

During 2007, the Company entered into an agresment with a syndicate of banks, namely, Arab Banking
Corporation (B.S.C), Riyad Bank, Samba Financial Group, Saudi Holtandi Bank, National Commaercial Bank and
Saudi Brtish Bank (collectively called as "Murabaha Facility Participants”) to provide Murabaha Facilities and
Syndicate and Bilateral loans for financing of expansion projects. These loans bear financial charges based on
prevaifing market rates which are based on Saudi inter-bank offer rates.

The covenants of the borrowing facilities require the Company to maintain certain level of financial conditions,
limiting the dividends distribution and annual capital expenditure above certain limits and certain other matters.
As at 30 June 2018, the Company was in compliance with these covenants. The catrying values of such long-
term borrowings are denominated in Saudi Riyals,

During 2016, the Company restructured its short-term and long-term borrowings and finalized the restructuring
agreements with its lender instifulions, The aggregate maturilies of these loans, based on their respective
revised repayment schedules, are now spread in 2018 through 2022. The reshucturing did not result in
substantial modification of the terms of the loan agreements.

During the six-month period ended 30 June 2018, the Company repaid Saudi Riyals 76.3 million of the principal
amount against the outstanding balance.

10




METHANOL CHEMICALS COMPANY

{A Saudi Joint Stock Company)

Notes to the condensed interim financial information (Unaudited)
For the three-month and six-month periods ended 30 June 2018
(All amounts in Saudi Riyals unless otherwise slated)

Related party transactions

Related partiss comprise the shareholdets, directors, associated companies and key management personnel.
Related parties also include business entities in which cerlain direclors or senfor management have an interest

("other related parties™.
(a) Foltowing are the significant transactions entered into by the Company:

For the three-month period

For the six-month period

ended June 30, ended June 30,

2018 2017 2018 2017

Purchases from other related pariies 251,639 354,516 1,204,959 656,932
Costs and expenses charged by other

related parties 117,764 138,859 277,070 454,216

(b) Key management personnel compensation:

For the three-month period

For the six-month period

ended June 30, ended June 30,
2018 2017 2018 2017

Salaries and other short-term employes
benefits 2,160,170 1,666,037 3,651,319 3,335,080
Employee benefit obligations 45,904 54,682 91,766 109,363

Basic and diluted earnings {loss) per share

Basic earnings {loss) per share is calculated by dividing the profit {loss) attributable to equity holders of the
Company by the weighted average number of ordinary shares in issue during the period. As the Company does
not have any dilutive potential shares, the diluted eamings (loss) per share is the same as the basic earnings

{loss) per share,

For the three-month

For the six-month period

period ended June 30, ended June 30,
2018 2017 2018 2017
Profit (loss) for the period 31,628,691 2,615,773 21,370,551  (2,993,906)
Weighted average number of ordinary shares for
basic and diluled eamings {loss) per share 120,600,000 120,600,000 120,600,000 120,600,000
Earnings (loss) per share 0.26 0.02 0.18 {0.02)

Contingencies and commitments

) At 30 June 2018 the Company was contingently liable for bank guarantees and letters of credit issued in
the normal course of business amounting to Saudi Riyals 60.2 million and Saudi Riyals 1.1 million,
respectively {31 December 2017: Saudi Riyals 61.2 million and Saudi Riyals 1,0 million).

(i) The capital expenditure contracted by the Company but not incurred till 30 June 2018 was approximately

Saudi Riyals 11.0 million {31 December 2017: Saudi Riyals 28.7 miltion).
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