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INDEPENDENT AUDITOR'S REVIEW REPORT ON THE INTERIM CONDENSED FINANCIAL
STATEMENTS TO THE SHAREHOLDERS OF METHANOL CHEMICALS COMPANY
(A SAUDI JOINT STOCK COMPANY)

Introduction:

We have reviewed the accompanying interim condensed statement of financial position of
Methanol Chemicals Company (the “Company"), a Saudi Joint Stock Company as at 30 June
2023, and the related interim condensed statement of comprehensive income for the three-
month and six-month periods ended 30 June 2023 and related interim condensed
statements of changes in equity and cash flows for the six-month period then ended, and
other explanatory notes. Board of Directors is responsible for the preparation and
presentation of these interim condensed financial statements in accordance with
International Accounting Standard 34, “Interim Financial Reporting” (“IAS 34") endorsed in
the Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on these interim
condensed financial statements 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"” endorsed in the Kingdom of Saudi Arabia. A review of
interim financial statements consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia and
consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.

Conclusion:

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed financial statements are not prepared, in all material
respects in accordance with IAS 34 endorsed in the Kingdom of Saudi Arabia.

for Ernst & Young Professional Services

Marwan S. AlAfaliqg EY
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METHANOL CHEMICALS COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2023
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(All amounts in Saudi Riyals unless otherwise stated) METHANOL CHEMICALS COMPANY
For the For the For the For the
three-month three-month six-month six-month
period ended  period ended  period ended  period ended
30 June 30 June 30 June 30June
Note 2023 2022 2023 2022
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Revenue 189,655,945 325,804,771 375,075,196 631,453,554
Cost of sales (159,972,881) (179,160,577) (342,464,508) (334,253,260)
GROSS PROFIT 29,683,064 146,644,194 32,610,688 297,200,294
Selling and distribution expenses (18,744,520) (29,493,447) (40,508,600) (54,765,881)
General and administration expenses (14,416,877) (12,616,431) (36,216,182) (24,177,253)
Other operating income (expenses), net 295,997 (1,935,669) (195,809) (2,990,302)
OPERATING (LOSS) PROFIT (3,182,336) 102,598,647 (44,309,903) 215,266,858
Finance costs (6,768,401) (9,963,208) (13,427,905) (16,421,623)
Finance income 2,084,668 1,257,702 3,361,049 1,794,504
Finance costs, net (4,683,733) (8,705,506) (10,066,856) (14,627,119)
(LOSS) PROFIT BEFORE ZAKAT (7,866,069) 93,893,141 (54,376,759) 200,639,739
Zakat expense (2,325,000) (1,733,415) (4,650,000) (5,808,415)
NET (LOSS) PROFIT FOR THE PERIOD (10,191,069) 92,159,726 (59,026,759) 194,831,324
Other comprehensive income for the period - - - -
TOTAL COMPREHENSIVE (LOSS) INCOME FOR THE
PERIOD (10,191,069) 92,159,726 (59,026,759) 194,831,324
Earnings per share
- Basic and diluted earnings per share 8 (0.15) 1.37 (0.88) 2.89

The interim condensed financial statements including other explanatory notes were authorised for issue by the Board of
Directors on 23 Muharram 1445H (corresponding to 10 August 2023) and were signed on their behalf by:

Sabri Abdullah Al-Ghamdi
Managing Director

Chairman

The attached notes 1 to 10 form an integral part of these interim condensed financial statements.

Ali Abdul Aziz Al-Turki
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METHANOL CHEMICALS COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED STATEMENT OF FINANCIAL POSITION CHEMAMNSL
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(All amounts in Saudi Riyals unless otherwise stated)

METHANOL CHEMICALS COMPANY

30 June 31 December
Note 2023 2022
(Unaudited) (Audited)
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 1,149,681,789 1,149,218,441
Right-of-use assets 16,731,531 17,405,174
Intangible assets 7,951,407 8,921,313
TOTAL NON-CURRENT ASSETS 1,174,364,727 1,175,544,928
CURRENT ASSETS
Inventories 118,025,721 150,707,641
Trade receivables 189,991,674 220,526,585
Prepayments and other current assets 62,806,631 99,063,031
Short-term deposits 35,662,000 -
Cash and cash equivalents 171,675,460 150,233,163
TOTAL CURRENT ASSETS 578,161,486 620,530,420
TOTAL ASSETS 1,752,526,213 1,796,075,348
EQUITY AND LIABILITIES
EQUITY
Share capital 674,508,630 674,508,630
Share premium 72,850,071 72,850,071
Statutory reserve 6 89,161,988 89,161,988
Retained earnings 326,068,496 385,095,255
TOTAL EQUITY 1,162,589,185 1,221,615,944
NON-CURRENT LIABILITIES
Long-term borrowings 5 338,605,342 351,332,648
Lease liabilities 20,824,734 21,075,385
Employee benefit obligations 65,956,628 59,366,680
TOTAL NON-CURRENT LIABILITIES 425,386,704 431,774,713
CURRENT LIABILITIES
Current portion of long-term borrowings 5 13,494,766 387,845
Trade payables 31,851,515 30,823,717
Accruals and other current liabilities 103,291,969 94,534,666
Current portion of lease liabilities 1,238,088 1,204,278
Zakat payable 14,673,986 15,734,185
TOTAL CURRENT LIABILITIES 164,550,324 142,684,691
TOTAL LIABILITIES 589,937,028 574,459,404
TOTAL EQUITY AND LIABILITIES 1,752,526,213 1,796,075,348

@M%&ﬁ% i

Syed Sohaib Ah
Chief Financial O flcer

Sabri Abdullah Al-Ghamdi
Managing Director

/m’du

Chalrman

The attached notes 1 to 10 form an integral part of these interim condensed financial statements.

iz Al-Furki
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INTERIM CONDENSED STATEMENT OF CHANGES IN EQUITY CHE MA::CL
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(All amounts in Saudi Riyals unless otherwise stated) MIEHHONCECHETIEALS CRMIEY
Share Share Statutory Retained
capital premium reserve earnings Total equity

At 1 January 2022 (Audited) 674,508,630 72,850,071 68,519,138 202,663,626 1,018,541,465
Net profit for the period - - - 194,831,324 194,831,324
Other comprehensive income for the

period - - - - -
Total comprehensive income for the

period - - - 194,831,324 194,831,324
At 30 June 2022 (Unaudited) 674,508,630 72,850,071 68,519,138 397,494,950 1,213,372,789
At 1 January 2023 (Audited) 674,508,630 72,850,071 89,161,988 385,095,255 1,221,615,944
Net loss for the period - - - (59,026,759) (59,026,759)
Other comprehensive loss for the

period - - - - -
Total comprehensive loss for the

period - - - (59,026,759) (59,026,759)
At 30 June 2023 (Unaudited) 674,508,630 72,850,071 89,161,988 326,068,496 1,162,589,185

Syed Sohdfb Ahsan Sabri Abdullah Al-Ghamdi
Chief Financial Officer Managing Director

dul Aziz Al-Turki
Chalrman

The attached notes 1 to 10 form an integral part of these interim condensed financial statements.
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INTERIM CONDENSED STATEMENT OF CASH FLOWS CHEMAMSL
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- . . . METHANOL CHEMICALS COMPANY
(All amounts in Saudi Riyals unless otherwise stated) ! L CHEMICALS C

30 June 30 June
2023 2022
OPERATING ACTIVITIES (Unaudited)  (Unaudited)
(Loss)/profit before zakat (54,376,759) 200,639,739
Adjustment to reconcile profit before zakat to net cash flows:
Depreciation and amortisation ' 54,395,447 54,830,704
Loss on sale of property, plant and equipment - 1,031
Provision for inventories 5,590,300 1,400,000
Reversal of provision for expected credit loss (3,237,258) (235,798)
Finance costs 13,427,905 16,421,623
Finance income (3,361,049) (1,794,504)
Provision for employee benefit obligations 7,365,632 8,844,471

19,804,218 280,107,266

Changes in operating assets and liabilities:

Decrease /(increase) in inventories 27,091,620 (26,526,221)
Decrease in trade receivables 33,772,169 52,930,922
Decrease /(increase) in prepayments and other current assets 37,081,592 (39,608,683)
Increase/(decrease) in trade payables 1,027,798 (7,458,779)
Increase in accruals and other current liabilities 8,757,303 17,306,565
Cash generated from operations 127,534,700 276,751,070
Finance costs paid on long-term borrowings (12,459,331) (11,638,041)
Zakat paid during the period (5,710,199) (12,792,533)
Employee benefit obligations paid (775,684) (2,815,882)
Net cash flows from operating activities 108,589,486 249,504,614

INVESTING ACTIVITIES

Movement in short-term deposits (35,662,000) 109,000,000
Additions to property, plant and equipment (53,215,246)  (13,643,520)
Finance income received on short-term deposits 2,535,857 1,897,795
Additions to intangible assets - (529,156)
Net cash flows (used in)/from investing activities (86,341,389) 96,725,119

FINANCING ACTIVITIES

Repayments of long-term borrowings - (272,720,080)
Repayments of lease liabilities (805,800) (1,983,395)
Net cash flows used in financing activities (805,800) (274,703,475)
NET INCREASE IN CASH AND CASH EQUIVALENTS 21,442,297 71,526,258
Cash and cash equivalents at the beginning of the period 150,233,163 80,239,057
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 171,675,460 151,765,315
Syed So Ahsan Sabri Abdullah Al-Ghamdi Ali Abdul Aziz Al-Turki
Chief Financial Officer Managing Director Chairman

The attached notes 1 to 10 form an integral part of these interim condensed financial statements.
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(A SAUDI JOINT STOCK COMPANY) (= -
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS CHeEMAMNTSL
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2023 daithiall Sbtals Sh

METHANOL CHEMICALS COMPANY

(All amounts in Saudi Riyals unless otherwise stated)

1. CORPORATE 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, Paraformaldehyde, 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 operating under Commercial Registration (CR)
number 2055001870 issued in Jubail on 28 Dhu al-Hijjah 1409H (1 August 1989). The accompanying interim condensed financial
statements include the accounts of the Company and its branch registered in Riyadh under CR No. 2050057828 dated 30 Dhu al-Hijjah
1428H (9 January 2008). The registered address of the Company is P.O. Box 2101, Jubail 31951, Kingdom of Saudi Arabia.

2. ACCOUNTING POLICIES

The accounting policies applied in the preparation of the interim condensed financial statements are consistent with those
followed in the preparation of the Company’s annual financial statements for the year ended 31 December 2022, except for the
adoption of new amendments effective as of 1 January 2023, as disclose in note 2.2 below.

2.1 BASIS OF PREPARATION

These interim condensed financial statements have been prepared using historical cost convention. These interim condensed
financial statements are presented in Saudi Riyals, which is both the functional and presentation currency of the Company. These
interim condensed financial statements of the Company have been prepared in compliance with IAS 34 “Interim Financial
Reporting” (“IAS 34”), as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements endorsed by the
Saudi Organization for Chartered and Professional Accountants (“SOCPA”). The Company has prepared the interim condensed
financial statements on the basis that it will continue to operate as a going concern. The management consider that there are no
material uncertainties that may cast doubt over this assumption. They have formed a judgement that there is a reasonable
expectation that the Company has adequate resources to continue in operational existence for the foreseeable future, and not
less than 12 months from the end of the reporting period.

The interim condensed financial statements do not include all the information and disclosures required in the annual financial
statements. Accordingly, these interim condensed financial statements are to be read in conjunction with the annual financial
statements for the year ended 31 December 2022. An interim period is considered as integral part of the whole fiscal year,
however, the results of operations for the interim periods may not be a fair indication of the results of the full year operations.

2.2 NEW AND AMENDED STANDARDS AND INTERPRETATIONS

221 New standards, interpretations and amendments

Following standard, interpretation or amendment are effective as of 1 January 2023 and are adopted by the Company whenever
applicable, however, these does not have any impact on the interim condensed financial statements for the period. The Company
has not early adopted any standard, interpretation or amendment that has been issued but is not yet effective

i IFRS 17 Insurance contracts
ii. Definition of Accounting Estimates - Amendments to IAS 8
iii. Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2
iv. Deferred Tax related to Assets and Liabilities arising from a Single Transaction — Amendments to IAS 12

2.2.2 Accounting standards issued but not yet effective

i Lease Liability in a Sale and Leaseback — Amendments to IFRS 16
ii. Classification of Liabilities as Current or Non-current and Non-current Liabilities with Covenants - Amendments to IAS 1
iii. Disclosures: Supplier Finance Arrangements - Amendments to IAS 7 and IFRS 7

3. FAIR VALUE OF ASSETS AND LIABILITIES

As at 30 June 2023 and 31 December 2022, the fair values of the Company’s 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 realised 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.
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METHANOL CHEMICALS COMPANY

5.

4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of interim condensed financial statements 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 reporting date and the
reported amounts of revenues and expenses during the reporting period. Estimates and judgements 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 judgements concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The significant accounting estimates and judgements applied
in the preparation of the interim condensed financial statements are consistent with those followed in the preparation of the
Company’s annual financial statements for the year ended 31 December 2022.

LONG-TERM BORROWINGS
30 June 31 December
2023 2022
(Unaudited) (Audited)
Murabaha refinancing facilities 356,334,436 356,334,436
Add: accrued finance costs 767,460 387,845
Less: unamortised transaction costs (5,001,788) (5,001,788)
352,100,108 351,720,493

Long-term borrowings are presented in the interim condensed statement of financial position as follows:

30 June 31 December
2023 2022
(Unaudited) (Audited)
Long-term borrowings 338,605,342 351,332,648
Current maturity shown under current liabilities 13,494,766 387,845
352,100,108 351,720,493
Movement in long-term borrowings is as follows:
30June 31 December
2023 2022
(Unaudited) (Audited)
At beginning of period / year 351,720,493 665,206,173
Add: Finance costs for the period / year 12,838,946 22,430,051
Add: Amortisation of transaction costs - 10,832,712
Less: transaction costs incurred during the period / year - (7,145,000)
Less: repayment of principal during the period / year - (771,385,647)
Less: repayment of finance costs (12,459,331) (23,217,796)
Add: drawdown of Murabaha refinancing facility - 455,000,000
At end of period / year 352,100,108 351,720,493




METHANOL CHEMICALS COMPANY \J

(A SAUDI JOINT STOCK COMPANY) s —
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (continued) CHEeEMAMNTSL
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2023 At et gafey P

METHANOL CHEMICALS COMPANY

(All amounts in Saudi Riyals unless otherwise stated)

5.1

LONG-TERM BORROWINGS (continued)
MURABAHA RE-FINANCING FACILITY

In July 2022, the Company entered into a Murabaha re-financing facility agreement with Banque Saudi Fransi and Alinma Bank
(collectively “Murabaha Facility Participants”), with Banque Saudi Fransi acting as Murabaha Refinancing Investment Agent for
the purpose of repayment of existing facilities. The total facility amount under the agreement of Saudi Riyals 455 million was fully
utilised during the quarter ended 30 September 2022. The facility is repayable in 17 variable semi-annual installments commenced
from December 2022 with the last installment due in December 2030. These borrowings bear finance costs based on prevailing
market rates which are based on Saudi inter-bank offered rates (SAIBOR) plus fixed margin. The borrowing is secured by a
mortgage of the property, plant and equipment of the Company.

The carrying values of such long-term borrowings are denominated in Saudi Riyals. The instalments due in 2023 were settled early
by the Company in December 2022 taking advantage of the favorable cash position of the Company.

In addition to the Murabaha re-financing facility, an additional Murabaha expansion facility of Saudi Riyals 240 million is also
available under the agreement for project financing subject to meeting initial conditions precedent prior to utilisation of the
facility during 2023.

5.2 MATURITY PROFILE OF LONG-TERM BORROWINGS

The maturity profile of long-term borrowings is as follows:

Years ending 30 June:

2023 -
2024 32,104,573
2025 30,896,184
2026 24,472,949
2027 45,533,716
2028 46,545,226
Thereafter 176,781,788

356,334,436
STATUTORY RESERVE

In accordance with the Company’s By-laws, at each year end the Company is required to transfer 10% of the profit for the year,
after adjusting for accumulated deficit, to a statutory reserve until such reserve equals 30% of its share capital. This reserve is not
available for distribution to the shareholders of the Company.

RELATED PARTY TRANSACTIONS

Related parties comprise the shareholders, directors, associated companies and key management personnel. Related parties also
include business entities in which certain directors or senior management have an interest (“other related parties”).

a) Significant transactions entered by the Company with its related parties comprise of costs and expenses charged by
other related parties. During the three-month and six-month periods ended 30 June 2023, there were no significant
transactions entered by the Company with related parties (three-month and six-month periods ended 30 June 2022:
same).

b) Key management personnel compensation:

For the For the For the For the
three-month  three-month six-month six-month
period ended period ended period ended period ended

30 June 30 June 30 June 30 June

2023 2022 2023 2022
Salaries and other short-term employee benefits 1,312,820 1,305,243 3,256,696 3,488,460
Employee benefit obligations 18,339 57,824 38,911 107,467

C) The Board of Directors’ and related committee members’ compensation and bonus for the three-month and six-month
periods ended 30 June 2023 amounted to Saudi Riyals 2.0 million and 7.0 million respectively (for the three-month
and six-month periods ended 30 June 2022: Saudi Riyals 0.6 million and 1.2 million respectively).
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(All amounts in Saudi Riyals unless otherwise stated)

8. BASIC AND DILUTED EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit 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
earnings per share is the same as the basic earnings per share.

For the For the For the For the
three-month  three-month six-month six-month
period ended period ended period ended period ended

30 June 30 June 30 June 30 June

2023 2022 2023 2022

(Loss)/profit for the period (10,191,069) 92,159,726  (59,026,759) 194,831,324
Adjusted number of ordinary shares for basic and diluted

earnings per share 67,450,863 67,450,863 67,450,863 67,450,863

(Loss)/earnings per share (0.15) 1.37 (0.88) 2.89

9. CONTINGENCIES AND COMMITMENTS

a)

b)

At 30 June 2023, the Company was contingently liable for bank guarantees and letters of credit issued in the normal course
of business amounting to Saudi Riyals 49.7 million and Saudi Riyals 2.47 million respectively (31 December 2022: Saudi Riyals
49.6 million and Saudi Riyals 10.2 million respectively).

The capital expenditure contracted by the Company but not incurred till 30 June 2023 was approximately Saudi Riyals 16.0
million (31 December 2022: Saudi Riyals 34.4 million).

Zakat assessment of the Company have been agreed with the Zakat, Tax and Customs Authority (the “ZATCA”) up to 2013
and for the years 2017 and 2018.

During 2020, ZATCA issued additional zakat assessments for the years 2014 through 2018 amounting to Saudi Riyals 8.8
million, out of which the Company paid Saudi Riyals 0.2 million in 2020 relating to the years 2014 through 2017 and paid
another Saudi Riyals 0.2 million in 2021 relating to 2016. The Company filed an appeal against ZATCA’s assessments.

During 2021, ZATCA issued a revised assessment with an additional zakat liability of approximately Saudi Riyals 21.3 million
for the years 2014 through 2016. The Company filed an appeal against ZATCA’s revised assessment with the General
Secretariat of Zakat, Tax and Customs Committees (“GSZTCC”) for the years 2014 through 2016. In December 2022, the
CRTVD has issued its decision for the said years, where it nullified ZATCA’s assessment for 2016, and partially accepted the
Company appeal for 2015 and rejected the Company appeal for 2014. The Company has filed an appeal against the CRTVD
decisions for 2014 and 2015 where the remaining zakat liability that is currently appealed based on such is Saudi Riyals 5.8
million. The case is still under study with the higher appeal committee. The management of the Company believes that the
maximum liability that may arise upon the ultimate resolution of the appeal for the remaining items in the assessment for
2014 to 2016 is Saudi Riyals 2 million which is included in zakat payable as of 30 June 2023.

Further, during 2021, ZATCA issued zakat assessments for the years 2019 and 2020 with an additional liability amounting to
Saudi Riyals 12.5 million. The Company filed an objection against ZATCA’s assessments for these years and paid an amount
of Saudi Riyals 0.4 million during the 2021. ZATCA subsequently issued a revised assessment amounting to Saudi Riyals 1.5
million. The Company filed an appeal against ZATCA’s revised assessment with the GSZTCC for the years 2019 and 2020. In
January 2023, the CRTVD has issued its decision for the said years, where it nullified ZATCA’s assessments for both the years.
The ZATCA has filed an appeal against the decision of CRTVD. The case is still under study with Appeal Committee for 2d
review.

For the years 2021 and 2022, ZATCA has requested certain additional information and the management is in the process of
providing such information.

Based on management’s best estimate, the management believes that the provision recognised as of 30 June 2023 with
respect to the assessments raised is appropriate and no additional provision is required.
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10. SUBSEQUENT EVENTS

In the opinion of the management there have been no significant subsequent events since the period ended 30 June
2023 that would have a material impact on the financial position of the Company as reflected in these interim condensed
financial statements.
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