





KPMG Lower Gulf Limited

Level 13, Boulevard Plaza Tower One

Mohammed Bin Rashid Boulevard, Downtown Dubai, UAE
Tel. +971 (4) 403 0300, Fax +971 (4) 330 1515

Independent Auditors’' Report
To the Shareholder of MEGlobal Canada ULC
Report on the Audit of Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of MEGlobal Canada ULC
("the Company”} and its subsidiary (collectively referred to as “the Group™),
which comprise the consolidated statement of financial position as at 31
December 2019, the consolidated statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the year then
ended, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly,
in all material respects, the consolidated financial position of the Group as at 31
December 2019, and its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial
Reporting Standards (" IFRS").

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditors” Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with International
Ethics Standards Board for Accountants Code of Ethics for Professional
Accountants (IESBA Code) together with the ethical requirements that are
relevant to our audit of the financial statements and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Other matter

The comparative financial information of the Group presented as at and for the
year ended 31 December 2018 (" special purpose consolidated financial
statements”) was prepared in accordance with International Financial Reporting
Standards reporting framework for the information of the Directors of the
Company. These special purpose consolidated financial statements were audited
in accordance with ISA 800 (Revised), Special Considerations — Audits of
Financial Statements Prepared in Accordance with Special Purpose Frameworks.
An unmodified opinion on the aforesaid special purpose consolidated financial
statements was issued on 6 February 2019.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of
most significance in our audit of the consolidated financial statements of the
current year. These matters are addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

1. Impairment assessment of carrying value of goodwill
Refer notes 2.3 and 4 of the consolidated financial statements

The Group has significant goodwill arising from the acquisition of a business.
The Group's annual impairment testing on goodwill requires the Group to
identify the cash generating unit in accordance with IAS 36 — Impairment of
Assets. Impairment testing is then performed using free cash flow projections
based on financial forecasts estimated by the Group’s management. Due to
the inherent uncertainty involved in forecasting future cash flows, which
forms the basis of the assessment of recoverability, along with the
judgemental aspects of the assessment of appropriate discount rate, these
are the key areas that our audit concentrated on.

Our response to address the key audit matter:
Our procedures included

In respect of the assessment of CGUs: We challenged the identification of
CGUs by reference to the Group's operating and management structure, our
understanding of the business and requirements of IAS 36 — Impairment of
Assets.
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Key Audit Matters (continued)

1.
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Impairment assessment of carrying value of goodwill (continued)

In respect of the cash flows: We considered the Group's procedures used to
develop the forecasts and the principles and integrity of the Group's
discounted cash flow model and re-performed the calculations of the model
results to test their mathematical accuracy. To challenge the reasonableness
of those cash flow estimates, we assessed the historical accuracy of the
Group's forecasting activities and corroborated the forecasts with reference
to publicly available information and other evidence that has been made
available during the course of the audit. VWWe conducted our own assessments
to challenge other key inputs, such as the projected growth rate and terminal
value growth rate.

In respect of the discount rates: We used our valuation specialists to assist us
in assessing the reasonableness of the significant assumptions used in
arriving at the discount rates.

In respect of the sensitivity to key assumptions: We assessed the impact to
the calculated recoverable amount of the CGUs by changing discount rates
and forecast future cash flows.

We assessed the adequacy of the Group's disclosure in these respects
Taxation
Refer notes 2.3 and 13 of the consolidated financial statements

The calculation of the tax expense is a complex process that involves
subjective judgments and uncertainties, and requires specific knowledge and
competencies. The nature of the Group’s operations and related transactions
can give rise to uncertain tax treatments, thereby requiring the use of
estimates and assumptions which may be subsequently challenged by the
relevant tax authorities. This requires special audit consideration because of
the likelihood and potential magnitude of misstatements to the accuracy of
the tax expense.

Our response to address the key audit matter:
Our procedures included

Assessed the appropriateness of the current income tax computation for the
current year, according to the tax laws applicable in the jurisdiction; We
reviewed the treatment adopted and amounts recognised in relation to
taxation and reviewed whether management'’s provisioning methodology
includes a reasonable consideration of all uncertain positions.
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Key Audit Matters (continued)
2. Taxation (continued)

We involved our internal tax specialists to evaluate and test management’s
assumptions in respect of these tax related provisions, including claims from
tax authorities and review of supporting documentation. In assessing the
provisions we have considered the outcome of past settlements and the
status of matters being discussed with tax authorities. Our tax specialists
reviewed correspondence with tax authorities and external tax opinions on tax
related matters which management has considered in assessing the income
tax provision.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with International Financial
Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible
for assessing the Group’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 Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with Governance are responsible for overseeing the Group's
financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ 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 ISAs 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 consolidated financial statements.
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Auditors” Responsibilities for the Audit of the Consolidated Financial Statements
{continued)

As part of an audit in accordance with ISAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

¢ |dentify and assess the risks of material misstatement of the consolidated
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.

e (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 Group's
internal control.

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 Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention
in our auditors’ report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information
of the entities or business activities within the Group to express an opinion on
the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely
responsible for our audit opinion.
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Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
(continued)

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
audit.

KPME

KPMG Lower Gulf Limited
Dubai, United Arab Emirates
Date: 19 FER 2020
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MEGlobal Canada ULC

EQUATE Company

Notes to the consolidated financial statements
{all amounts in US$ million, except share data)

1. REPORTING ENTITY

MEGIlobal Canada ULC (“the Company™) is domiciled in Canada. These consolidated financial statements include
the financial performance and position of the Company and its wholly owned subsidiary Alberta & Orient Glycol
Company ULC (“A&O”) (together referred to as the “Group”).

Nature of Operations — MEGlobal Canada ULC, formed in December 2015 via a series of amalgamations and is a
wholly owned subsidiary of EQUATE Petrochemical Company K.S.C.C. (“EQUATE”), which is also the Ultimate
Parent Company of the Group. Prior to the change in shareholding, it operated as MEGlobal Canada Inc., a joint
venture between Dow Chemical Canada ULC (“DCC ULC”) and PicCan Holdings Inc. (“PicCan”). Each party
held a 50% shareholding interest.

The Group is a producer of monoethylene glycol (“MEG”) and diethylene glycol (“DEG™), commonly referred to
as ethylene glycol (“EG”). It operates three world scale EG facilities in Alberta, Canada.

The Company’s registered office is located at Suite 1300, 1969 Upper Water Street, Purdy’s Wharf Tower II,
Halifax, Nova Scotia, Canada.

2. BASIS OF PREPARATION

The consolidated financial statements have been prepared in conformity with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), and have been prepared
on the historical cost basis except for derivative financial instruments which are measured at fair value. All amounts
in these consolidated financial statements have been rounded to the nearest million, and presented in U.S. dollars
(“US$”) which is Group’s functional and presentation currency, unless otherwise indicated.

The Group has initially applied IFRS 16 Leases with effect from 1 January 2019. A number of other new standards
and interpretations are also effective 1 January 2019 but they do not have a material effect on the Group's
consolidated financial statements.

The Group has adopted IFRS 16 using the modified retrospective approach, under which the cumulative effect of
initial application is recognised in the retained earnings at 1 January 2019. Accordingly, the comparative
information presented for 2018 has not restated - i.e. it is presented, as previously reported, under IAS 17 and related
interpretations. The details of the changes in accounting policies are disclosed below. Additionally, the disclosure
requirements in IFRS 16 have not generally been applied to comparative information.

A. Definition of a lease

Previously, the Group has determined at contract inception whether an arrangement was or contained a lease under
IFRIC 4 Determining whether an Arrangement contains a Lease. The Group now assesses whether a contract is or
contains a lease based on the definition of a lease.

On transition to IFRS 16, the Group has elected to apply the practical expedient to grandfather the assessment of
which transactions are leases. The Group has applied IFRS 16 only to contracts that were previously identified as
leases. Contracts that were not identified as leases under IAS 17 and IFRIC 4 were not reassessed for whether there
is a lease under IFRS 16. Therefore, the definition of a lease under IFRS 16 was applied only to contracts entered
into or changed on or after 1 January 2019.
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