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IBRAHIM ABUGHAZALEH AUTHORIZED TRANSLATION

IBRAHIM Al Abbassi and Co An Independent member of
Public accountants and financial consultants Moore Stephens International Limited
MOORE SEPHENS

Independent Public Auditor's Report

To: M/S: Shareholders of South Electronic Co. PLC
Amman —the Hashemite Kingdom of Jordan

. . . as '»I ‘:9 o ,\ 5,
Report on the Consolidated Financial Statements Auditing NGy o 0706450808 0
\\:“_1 _lf;f_f_?i}amle_h T_‘ "-":ﬁ"
Qualified Opinion

We have audited the consolidated financial statements of South Electronic Co. PLC which comprise the
consolidated statement of the financial position as at 31 December 2016, consolidated statement of
comprehensive income, consolidated statement of changes of shareholders' equity, and consolidated
statement of cash flows for the then ended year, Explanatory notes to the consolidated financial
statements, and a summary of the significant accounting policies.

In our opinion, and except the potential effects contained in the Basis of Qualified Opinion Paragraph
in our report, the attached consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2016, its financial performance and
consolidated cash flows for the then ended year in accordance with the International Financial
Reporting Standards (IFRS).

Basis of the Qualified Opinion

1. We were not provided on 31 December 2016 with acquittal support from the Economic & Social
Association of Retired Servicemen & Veterans (ESARSV) to verify its debit balance on that date
amounting JD. 1,110,912 and the balance is still moving (Exp. No. 4B).

2. We were not provided on 31 December 2016 with the accounts receivable supports of related
third parties retained from previous years to verify this balance on that date amounting JD.
506,306. In addition, these companies suffer from hard financial conditions and necessary
allocations were made to them.

3. On 1 April 2016, the South Electronic Co. closed the liability balance of the Middle East Complex
for Engineering, Electronics and Heavy Industries (MECE) amounting JD. 4,195,089 where the
South Electronic Co. conducted clearing between the indebtedness due to it from General Amman
Industry and Marketing Company which is indebted in a sum of JD. 4,229,201 and the
indebtedness of due from it to the MECE where the MECE holds 95.4% of the capital of General
Amman Industry and Marketing Company.

4. We did not obtain financial statements for Haier Middle East Trading Co. / Agaba for the year
ending 31 December 2016 to reevaluate the investment on that date where the Group invests ID.
668,465 in its, about 18% of the company capital amounting ID. 3,550,000.
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We also could not carry out alternative procedures to verify the amount of this investment.
Therefore, we could not determine if there is impairment in the value of this investment and the
possible effects on the financial statements.

5. The Group accounts contained corporate bond in a sum of JD. 250,000 issued on 1 April 2008 and
due on 1 April 2011 where the corporate bond amount and its interests have not be recovered till
the date of the independent public auditor's report in spite of its maturity on 1/4/2011 and no
impairment was calculated for it as at 31 December 2016.

6.  Consolidated financial statements were prepared to the companies owned by the parent company
except Haier Middle East Trading Co. / Amman which its capital is 25 Million Dinars in which the
parent company holds 92,5%. Its accumulated losses totaled JD. 13,750,630 at the end of 2014 in
accordance with the latest financial statements issued by the company and audited by another
public accountant who issued a qualified report on 25 March 2015 (Exp. No. 22).

Not including the statements of Haier Middle East Trading Co. in the consolidated financial
statements may have material impact on the consolidated financial statements for the year 2016
and we cannot determine this impact on these statements.

7. No reassessment was made to the financial assets at the fair value as at 31 December 2016 which
totals JD. 873,328 in accordance with the company's accounting books.

We conducted our audit in accordance with the international standards on auditing. According to these
standards, our responsibility is explained in the Auditor's Responsibility paragraph in our report on the
financial statements. We are independent of the company in accordance with the ethical requirements
related to the auditing of the financial statements in accordance with the International Ethics Standards

Board of Accountants (IESBA), in addition to our commitment to the other ethical responsibilities per
these requirements.

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

Material Uncertainty About Continuation

Without an amendment to our qualified opinion, we would like to draw your attention that the Group
accumulated losses totaled JD. 3,311,308 at the end of 2016, i.e., (30%) of the Group paid-up capital
which totals JD. 11,158,447 on one hand. On the other hand, the Group losses don’t include the work
results of Haier Middle East Trading Co. (Affiliated Company) in which the parent company holds 92.5%
as a result of not having audited financial statements for this affiliated company.

The Group Management sat a future plan to remedy the foregoing and support the company's ability to
continue. See (Exp. No. 18). —
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Auditing Significant Issues

In our professional judgment, the auditing significant issues are paid the highest attention in our audit of
the current year consolidated financial statements. Such issues were taken into consideration in our
audit of the consolidated financial statements as whole and to express opinion on these financial
statements, and not to express a separated opinion on such issues. They were explained in our qualified
opinion items.

Other information

The Management is responsible for the other information. The other information includes the
information contained in the annual report of the company for 2016 but they don’t include the
consolidated financial statements and our report about them. Our opinion on the consolidated financial
statements doesn’t include the other information and we don’t give any assurance about them.

Regarding the auditing of the consolidated financial statements, our responsibility is to read the above
other information when becomes available where we evaluate the material nonconformance of such
information with the consolidated financial statements or the information we concluded during our
audit or the other information contains errors. In case the other information contains material errors,
and if we conclude based on our work that there is a material error in such other information, we are
obligated to report such fact. There is no issues related to this subject that should be reported.

Responsibility of the Management for the Consolidated Financial Statements

The Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards. This responsibility includes
developing internal control system the Management deems necessary to prepare and present
consolidated financial statements free from material misstatement, whether due to fraud or error.

The Management is responsible in preparing the consolidated financial statements for evaluating the
company's ability to continue, disclose - as the case may be - issues related to the continuity of the
Group, use of continuity accounting basis, except in case the Management intends to liquidate the
company or cease its operations, or if it doesn’t have a logic alternative for that. DT
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We aim to obtain reasonable assurance whether the consolidated financial statements are free of
material errors, whether due to fraud or error, and to issue our auditing report including our opinion
about the consolidated financial statements.

The reasonable assurance is high level of assurance but it doesn’t guarantee that the audit conducted in

accordance with the international auditing standards will enable us to constantly discover material
errors, if any.
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Errors may result from fraud or error. They are considered material if they could individually or to ‘

reasonably affect the economic decisions of the users based on these consolidated financial statements.

As part of auditing in accordance with the international auditing standards, we practice the professional
discretion and apply the professional doubt principle in our auditing. In addition:

. Defining and evaluating the risks of material errors in the consolidated financial statements,
whether due to fraud or error, designing and implementing audit procedures responsive to such
risks, and obtaining sufficient and appropriate evidence to provide a basis for our opinion. The risk
of not discovering material errors due to fraud is higher than the risk due to error since the fraud
may contain collusion, forgery, intentional deletion, misrepresentation, or noncompliance with
the internal control systems.

. Understanding the audit-related internal control systems for the purpose of designing audit
procedures that are appropriate in the circumstance, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control system:s.

. Evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related Explanatory notes made by Management.

. Concluding the Management's appropriate use of the continuity accounting basis based on the
obtained audit evidence whether there is material uncertainty about events or circumstances that
may cause material uncertainty about the Group's ability to continue. If we conclude that there is
a material uncertainty, we refer in the auditing report to the related Explanatory notes in the
consolidated financial statements. If disclosing such information is inappropriate, we amend our
opinion. Our conclusions are based on the auditing evidences obtained up to the date of the
auditing report. However, future events or circumstances may limit the Group's ability to
continue.

. Evaluating the general representation, form, and content of the consolidated financial statements
including the disclosures and whether the consolidated financial statements fairly represent the
transactions and events.

° We approached the persons in-charge of governance in the company regarding the audit scope,

timing and important Explanatory notes including any important weaknesses in the internal
control system defined during out audit.

2 We also provided the persons in-charge of governance with declaration about our commitment to
the professional conduct requirements on independency, and informed them with all other

relations and issues that may affect their independency, as well as the preventive procedures, if
any.

° In discussing these issues with the person in-charge of the governance, we define the most
important issues in auditing the consolidated financial statements of the current period where we
describe such issues in the auditing report unless there is a law or regulation prohibiting disclosure
of such issues or in very seldom cases where we decide not to disclose the issue in our report

when we reasonably expect negative consequences rather than general benefit.
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Report on the Legal Requirements

The Group maintains properly organized accounting records in conformity in all material aspects with
the accompanying financial statements. We recommend the General Assembly to approve them after
considering the basis of the qualified opinion.

IBRAHIM Al Abbassi and Co

Ahmad Mohammad Al Abbassi Amman — The Hashemite Kingdom of Jordan
License No. (710) 22 March 2017

(Singed & Sealed)
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South Electronic Co.
A Public Limited Company
And its Affiliates ( Group )

Amman — The Hashemite Kingdom of Jordan

Consolidated Financial Position Statement

Exp. 2016 2015
JOD JOD

Assets
Current Assets
Cash and Cash Equivalent 20,999 47,501
Checks under collection accruable within 3,558 -
a year
Accounts Receivable and Notes 4 1,966,462 2,049,337
Receivable — Net
Related parties accounts receivable due 5 149,936 143,475
during the year
Financial Assets by Fair Value through 139,450 139,450
the Income Statement
Loan of Arab Real Estate Development 250,000 250,000
Co.
Goods in Warehouses 6 279,025 234,157
Other Accounts Receivable 7 97,550 606,008
Total Current Assets 2,906,944 3,469,928
Non-Current Assets
Related parties accounts receivable for 5 356,370 4,585,571
more than one year
Investments in an Affiliated Company 8 10,496,037 10,496,037
Financial Assets by Fair Value through 9 1,402,343 1,402,343
the Comprehensive Income Statement
Properties and Equipment — Net 10 481,420 540,814
Total Non-Current Assets 12,736,170 17,024,765
Total Assets 15,643,114 20,494,693

The accompanying notes constitute an integral part of these financial statements.
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South ElectronicCo. @ %z T 3
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Continue - Consolidated Financial Position Statement MO
Exp. 2016 2015
JOD JOD
Liabilities and Equity
Current Liabilities
Accounts payable 497,281 511,033
Financing facilities margin 623,079 1,448,079
Deferred Checks accruable within a year 508,288 319,720
Long Term Loans Premiums accruable 11 238,200 1,860,000
within a year
Other Accounts Payable 12 970,875 780,504
Total Current Liabilities 2,837,723 4,919,336
Non-Current Liabilities
Accounts payable of Related Parties 5 - 4,470,918
accruable for over a year
Long Term Loans 11 5,074,452 4,114,862
Total Non-Current Liabilities 5,074,452 8,585,780
Total Liabilities 7,912,175 13,505,116
Equity
Authorized capital 13 11,158,447 11,158,447
Paid capital 13 11,158,447 9,158,447
Disbursement deduct (500,000) -
Compulsory Reserve 297,734 297,734
Voluntary Reserve 55,087 55,087
Accumulative Change in the Fair Value — 30,979 30,979
Net
Accumulative losses at year-end (3,311,308) (2,552,670)
Net Equity 7,730,939 6,989,577
Total Liabilities and Equity 15,643,114 20,494,693

The accompanying notes constitute an integral part of these financial statements.
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South Electronic Co.

A Public Limited Company
And its Affiliates ( Group )

Amman — The Hashemite Kingdom of Jordan

Consolidated Income Statement

Exp. 2016 2015
JOD JOD

Net Sales 899,462 894,209
Sales Cost (661,042) (635,130)
Year Gross Profit 238,420 259,079
Sales and Distribution Expenses 14 (250,846) (413,908)
Administrative and General Expenses 15 (301,280) (383,447)
Depreciations and Amortizations (39,976) (49,995)
Financing Costs (260,660) (748,653)
Doubtful Debt (129,000) (86,936)
Bad Debt (12,144) 5
Year loss (755,486) (1,423,860)
Return to:
Company shareholders (755,486) (1,423,860)
Dormant shareholders' equity - -
Total (755,486) (1,423,860)
Basic and Short value per share of the
year loss
Shares' weighted average 10,491,780 9,158,447
Basic and Short value per share of the (0.072) (0,155)

year loss

The accompanying notes constitute an integral part of these financial statements.
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South Electronic Co.
A Public Limited Company
And its Affiliates ( Group )
Amman — The Hashemite Kingdom of Jordan

Consolidated Comprehensive Income Statement

2016 2015
JOD JOD
Year loss (755,486) (1,423,860)
Comprehensive Income Items from other
sources
Earned losses from financial assets at fair value - -
by comprehensive Income from other sources
Change in fair value to financial assets by - -
comprehensive income from other sources

Year Total Loss and Comprehensive Loss (755,486) (1,423,860)

Return to:

Company shareholders (755,486) (1,423,860)
Dormant shareholders' equity - a

Total (755,486) (1,423,860)

The accompanying notes constitute an integral part of these financial statements.
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South Electronic Co.
A Public Limited Company
And its Affiliates ( Group )
Amman — The Hashemite Kingdom of Jordan

Consolidated Cash Flows Statement

2016 2015
JOD JOD
Cash flows from operating activities
Year loss (755,486) (1,423,860)
Amendments:
Depreciations and Amortizations 39,976 49,995
Previous years amendments (3,152) (22,013)
Change in working capital items
Checks under collection (3,558) 13,155
Accounts receivable and note receivable 82,911 221,561
Accounts receivable of Related Parties 5,067,213 4,676,399
Goods in Warehouses (44,868) 11,605
Other Debit Balances 508,458 (417,752)
Accounts payable {13,752) (51,591)
Accounts payable of Related Parties (4,470,918) 101,302
Other Accounts payable 190,371 175,743
Net Cash Flow from Operating Activities 579,195 3,334,544
Cash flows from Investing activities
Loan of Arab Real Estate Development - (250,000) I
Co. / }"?,:\
Purchase of Properties and Equipment (55) - vy . 1
Net cash flows from Investing activities (55) (250,000) /- 2 2
Cash flows from financing activities g §i |
Credit Banks . (2,659) : 8l
Loans (662,210) (3,336,031) 22/
Financing facilities margin (825,000) 333,017 : fh /4
Deferred checks 188,568 (215,842) N
675,000 -
Net Cash flows from financing activities (623,642) (3,221,515)
Change in cash balance and cash (26,502) (136,971)
equivalent
Cash and cash equivalent as at January 47,501 184,472

01, 2016
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Cash and cash equivalent as at 20,999 47,501
December 31, 2016

Non-cash flows from financing activities

Additional paid-in capital 1,325,000 —

The accompanying notes constitute an integral part of these financial statements.
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South Electronic Co.
A Public Limited Company
And its Affiliates ( Group )
Amman — The Hashemite Kingdom of Jordan

Explanatory Notes to the Consolidated Financial Statements

1.  Legal Entity and Activity

South Electronic Company was established on 14 August 1993 as a limited liability company. It was
registered in the limited liability companies register under number (3275) on 1 July 2005. It was
approved to transform the company into a public shareholding company and it was registered under

number (368) in the public shareholding companies register with an authorized paid-up capital of 50
million Jordanian Dinars / Shares.

On 10 May 2014, the general assembly held its extraordinary meeting and decided to reduce the

company's capital by JD. 40,841,553 to make the company's paid- -up capital (9,158,447) Jordanian Dinars
/ Shares.

The company's shares are listed on Amman Stock Exchange — Jordan.
The most important purposes of the company include the following:

® Wholesale and retail in electronics and electrical appliances.

B Buy and sell lands after developing and organizing the same in accordance with the laws in force.
° Provision of financial and technical consultation services.

> Conducting feasibility studies for all economic and commercial projects.

. Acquire moveable and immoveable properties in line with the purposes of the company.
® Marketing.

. Invest the company's funds in real estates. ,-‘—-—:- T3

®*  Management of third parties properties. / s\

2 Trading in electrical equipment. /; W \1
| -....

° Borrow necessary funds from banks. \' 3. Mob. 0795450859 & & hf
\\‘ R ; ‘.‘_.,g\‘%- s/

\’\‘_ 4) 10k ,Iqlf‘h '//
2.  Basis of preparing the consolidated financial statements R e e

The consolidated financial statements of the company were prepared in accordance of the
standards of the International Accounting Standards Board (IASB) and the interpretation issued by
IASB International Financial Reporting Interpretations Committee (IFRIC).

The consolidated financial statements were prepared in accordance with the historical cost

principle except the financial assets at the fair value through the comprehensive income which are
reflected at the fair value.

The financial statements were prepared in accordance with the International Financial Reporting
Standards (IFRS).
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IBRAHIM ABUGHAZALEH AUTHORIZED TRANSLATION

The accounting polices used in the preparation of the financial statements are in conformity with
the polices used in the last year.

The Jordanian Dinar is the currency of presenting the financial statements, and the functional
currency of the company.

The financial statements were approved by the board of directors in its session held on 22 March
2017. The financial statements need the approval of the shareholders general assembly.

Basis of consolidating the financial statements

The financial statements of South Electronic Company includes the financial statements of the
following affiliated companies on 31 December 2016.

Affiliated company Capital Ownership % Main activity
North Electrical Appliances Trading Company 5,000 100% Commercial
Meer Household Appliances Trading Company 5,000 100% Commercial

The financial statements of the affiliated companies were consolidated as of the date of practicing
the control till the end of the control.

The financial statements of the company and the affiliated company were prepared for the same
year by using the same accounting policies.

The transactions, balances, revenues, and expenses between the parent company and the
affiliated company were excluded.

Non-controlling rights represent the part not owned by the company of the shareholders equity in
the affiliated company. The non-controlling rights are stated in the consolidated income statement
as a separate item, and in the statement of the consolidated financial position as an item
separated from the shareholder equity.

- I T"::-..
- - ——
& Vi -3 2y
:f/ u.}m-J J'}" i’wf®
3.  Significant Accounting Policies /,& TS " &N
%. Mob. 0795450850 & A/

Cash and cash equivalent NN, &/
b i "*‘-’.:; (pIA - Leh 'f\-‘ //
‘““m____‘ i

The cash and cash equivalent is represented by the cash at hand and the investments convertible
to liquid cash. They become due within a period not exceeding three months where they don't
involve risk of change in the value.

Accounts Receivable

They are stated at cost after deducting the accumulated to set off the bad debts. The debts are
written off if they are uncollectible by deduction from the accumulated to set off them and the
amounts collected from the written off debts are added to the revenues.
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Financial assets at the fair value through the income statement \:’m Abu Ghazated T &/ g
The financial assets at the fair value through the income statement represent investments in the
companies' shares for trading. The purposes of keeping them is to achieve profits from the short-

term market prices fluctuations or the trading profit margin.

—

The financial assets through the income statement are stated at the fair value at the time of
purchase (reflect the acquisition expenses in the income statement upon purchasing). They are
reevaluated at the fair value and the change in the fair value is reflected in the income statement
including the change in the fair value resulting from the differences of exchanging the non-cash
assets with foreign currencies. In case of selling such assets or part thereof, the resulting profits or
losses are reflected in the income statement and the distributed profits are reflected..

Financial assets at the fair value through the other comprehensive income statement

The financial assets at the fair value through other comprehensive income represent strategic
investments in the companies' shares for the purposes of long-term holding and not for trading
purposes.

The financial assets through the other comprehensive income are carried at the fair value in
addition to the acquisition expenses at the time of purchase and they are reevaluated at the fair
value. The change in the fair value is reflected in the comprehensive income statement and the
shareholders' equity including the change at the fair value resulting from the differences of
exchanging the non-cash assets with foreign currencies. In case of selling these assets or part
thereof, the resulting profits or losses are reflected in the comprehensive income statement and
the shareholders' equity and converted into reserve balance. The investments of the sold equity
instruments are directly recorded on the retained profits and losses and not through the income
statement.

These assets are not subject to the impairment test. The distributed profits are recorded in the
income statement upon its approval by the general assembly.

Date of Recognizing Financial Assets

The purchase and selling of financial assets shall be recognized on the date of trading (the date of
the Bank’s commitment to sell or purchase financial assets).

Fair Value

The closing prices (purchasing assets/selling liabilities) on the date of the financial statements in
active markets shall represent the fair value of financial instruments with market prices.

In case there are no quoted prices, no active circulation of some financial instruments or the
market is inactive; their fair value shall be estimated many ways, including:

- Comparing it to the current market value of a substantially similar financial instrument.

- Analyzing the future cash flows and deducting the expected cash flows at a rate used in a
similar financial instrument.

- Options pricing models.
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The evaluation methods aim to obtain fair value reflecting the market expectations and takes into
consideration the market factors and any expected risks or benefits in evaluating the value of the
financial instruments. In case of financial instruments whose fair value cannot be reliably
measured, they shall be stated at cost after deducting any impairment in their value.

Impairment of Financial Assets

The Company reviews the values entered in records for financial assets on the date of the financial
position statement to determine whether there is any indication of impairment in their values,
individually or collectively. If any such indication of impairment exists, the recoverable value shall
be estimated in order to determine the impairment loss.

Real Estate Investments

The real estate investments are stated at cost after deducting the accumulated depreciation
(except the lands). These investments are depreciated according to their useful life and any
impairment is stated in the income statement. The operations revenues or expenses of such
investments are recorded in the income statement.

Intangible Assets

The intangible assets acquired from merger are recorded at the fair value at the date of their

acquisition. The intangible assets acquired from another way other than the merger are recorded
at cost.

The intangible assets are classified on the basis of estimating their life for definite or indefinite
period of time. The intangible assets with definite life shall be amortized during this lifetime and
the amortization shall be recorded in the income statement. As for the intangible assets with
indefinite life, the impairment in their value are reviewed on the date of the financial statements
and any impairment shall be stated in the income statement.

The intangible assets resulting from the Company's transactions shall not be capitalized and shall
be recorded in the income statement in the same current period.

Any indications of intangible assets impairment are reviewed on the date of the financial
statements. Also, the life of those assets is reviewed and any amendments shall be made to

subsequent periods.

Property, Equipment, and Accumulated Depreciation

The property and equipment are carried at cost after deducting the accumulated depreciation and
any impairment of the accumulated losses. The property and equipment (except lands) are
depreciated when they are ready for use according to the straight-line depreciation method over

their expected useful life using the following rates. The depreciation expenses are recorded in the
income statement:
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Buildings 2% ‘_’37,,_,_;_‘"--5__,"_- N
Machines, equipment, and machineries 10% yﬁ'f;;‘:}ﬁ o0 ém\
Furniture, decorations, and improvements 20% /e ﬁf@ :;: !
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Other properties 10% N0 pamien W5
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The depreciation of property and equipment are calculated when they are ready for use for the
intended purposes. When the amount recoverable from property and equipment is less than their
net book value, their value shall be reduced to the recoverable value and the impairment value
shall be stated in the income statement.

The useful life of property and equipment shall be reviewed at the end of each year. If the useful
life expectations are different from pre-prepared estimates, the change shall be recorded in the
estimate of subsequent years, as considered a change in estimates.

The profits or losses resulting from the exclusion or writing off any property or equipment, which
represent the difference between the amount realized from the selling and the book value of the
asset, are stated in the income statement.

The property and equipment are excluded at the time of their disposition or when they are no
longer useful.

Accounts payable and Accruals

The accounts payable and accruals are stated upon receiving the goods or enjoying the service by
the company whether claimed by the suppliers or the service provider or not.

Offsetting

Financial assets and financial liabilities shall be offset. The net amount shall be stated in the
financial statements when the legal binding equity are available and when they are settled on the
basis of offsetting, or when the realization of assets and settlement of liabilities occur at the same
time.

Income Tax

The Company is subject to the Income Tax Law, as amended, and the instructions issued by the
Income Tax Department in the Hashemite Kingdom of Jordan. The income tax is recognized in
accordance with the accrual basis where the provision for the income tax is calculated on the
amended profit basis.

Foreign Currencies

Transactions in foreign currencies are converted into the Jordanian dinar at the prevailing
exchange rates on the date of transaction. The financial assets and financial liabilities in the
foreign currencies are converted into the Jordanian dinar at the prevailing exchange rates on the

. OOIOE oy i e o . S, ; o Ty T
Tel: 00962 6 569 3326 Fax: 00962 6 569 3316 (¥v)) 8 dabin = i oo = dulsladl jlgs — pand] Jo 569 3326 “_w_.&d.n

Mobile : 079 645 0859 - 079 521 4196 (111) Aimozn Complex, Near to Interior Circle, Jabal Al-Hussein, Amman-Jordan 509 5316:: et
www.abughazalehiranslation.com ibrahim@abughazalehtranslation.com 079 - 5214196 079 - 6450859 : so-L>-




duigilall i@ﬁﬂmﬂb-é g el

IBRAHIM ABUGHAZALEH AUTHORIZED TRANSLATION

date of financial position statement. All differences resulting from the conversion of the foreign
currencies are included in the comprehensive income statement.

Provisions

Provisions are recognized when there are legal or expected obligations due upon the Company as
a result of previous events and when the Company is expected to pay cash amounts to fulfill such
obligations. The deducted provisions are reviewed on the date of the financial statements to
amend their value in line with the latest information available to the Management.

Provision for accounts receivable impairment

The provision for accounts receivable impairment is recorded when there is a subjective evidence
that the company will not be able to collect all or part of the required amounts. Such provision is
calculated on the basis of the difference between the book value and the recoverable value where
the Company calculates the provision for the accounts receivable impairment on bases and
assumptions approved and adopted by the board of directors per their ages at the date of the
financial statements.

Using Estimates

The preparation of the financial statements in accordance with the International Financial
Reporting Standards (IFRS) and the application of accounting policies require the Company's
Management to make estimates and judgments affecting the amounts of financial assets and
liabilities and to disclose contingent liabilities. Furthermore, these estimates and judgments shall
affect revenues, expenses and provisions. Particularly, the Company's Management shall be
required to make significant estimates and judgments to estimate the amount and timing of future
cash flows resulting from conditions and circumstances of those estimates in the future.

The said estimates are essentially based on multiple assumptions and factors with varying degrees
of estimation and uncertainty. The actual results might differ from estimates as a result of the
changes induced by the conditions and circumstances of such provisions in the future.

The estimates and assumptions are reviewed on ongoing basis by the Management. Amendments
to the accounting estimates are made by their application and recognizing the differences
resulting therefrom during the period of the amendment.

Revenues Realization and Expenses Recognition

Revenues are realized and expenses are recognized when economic benefits are possible to the
Company due to a reliable measurable process.
The revenues are recognized on accrual basis.
The expenses are recognized on accrual basis.
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Saaliel

4.  Accounts receivable and notes receivable
A.  This item consists of the following:

Exp. 2016 2015

JOD JOD
Trade receivable B 2,588,561 2,542,455

Notes receivable 6,865 6,882
Accumulated for bad debts C (629,000) (500,000)
Total 1,966,426 2,049,337

B.  The trade receivables include the liability of the Economic & Social Association of Retired
Servicemen & Veterans (ESARSV) amounting as at 31 December 2016 JD. 1,110,912. The

total collections during the year 2016 totaled JD. 570,443.

C.  The movement on the accumulated for the bad debts and the notes receivable during the

year was as follows:

2016 2015

JOD JOD
Balance as at 1** January 500,000 490,000
Bad debts - (76,936)
Increasing the provision 129,000 86,936
Balance end of the year 629,000 500,000

5.  Transactions with related parties

The transactions with related parties represent transactions with affiliated companies which the
Company controls, in whole or in part, or affects them mainly. They consist of the following:

Nature of 2016 2015
relation
Related parties accounts receivable due during the JOD JOD
year
Haier Middle East Appliances Company Affiliate 149,936 143,475
Total 149,936 143,475
Related parties accounts receivable for more than
one year
General Amman Industry and Marketing Company Shareholder - 4,229,201
Haier Middle East Trading Company Sister 356,370 356,370
company
Total 356,370 4,585,571
Related parties accounts payable for more than
one year
Middle East Complex for Engineering, Electronics Shareholder - 4,195,085
and Heavy Industries (MECE)
Jordan Electronic Appliances Suster - 275,829
ompanyr
4,470,918
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6. Goods in warehouses

2016 2015
JOD JOD
Finished goods 329,025 284,157
Provision for spoilt and slow moving goods (50,000) (50,000)
Net 279,025 234,157
7.  Other debit balances
2016 2015
JOD JOD
Prepaid expenses 9,554 12,837
Employees receivable 2,887 13,299
Provisions for the income tax 20,464 20,463
Refundable deposits 11,879 12,206
Margins and guarantees 2,300 468,375
Other accounts receivable = 50,466 78,828
Total 97,550 606,008

8.  Investments in affiliates
This investment represents 92,5% of the parent company's ownership in Haier Middle East
Appliances Company of its capital of JD/Share 25,000,000. This investment was reduced as 3 result
of reducing the parent company capital in 2014 under the general assembly extraordinary
decision. The parent company finalized the formalities with the official authorities but such
formalities were not finalized by Haier Middle East Appliances Company with the official
authorities.

9.  Financial assets at fair value through the other comprehensive income

2016 2015
JOD JOD
Financial assets at the fair value through the other 733,878 733,878
comprehensive income included*
Financial assets at the fair value through the other 668,465 668,465
comprehensive income not included**
Total 1,402,343 1,402,343

* The financial assets include mortgaged shares as detailed below:

E 4,570,000 shares in United Arab Investors Company mortgaged to the Arab Investment Bank
as guarantee for bank facilities granted to the Company in a sum of JD. 137,100.

- 1,300,000 shares in Middle East Complex for Engineering, Electronics and Heavy Industries
(MECE) mortgaged to the Housing Bank as guarantee for bank facilities granted to the
Company in a sum of JD. 182,000.

- 400,000 shares in Middle East Complex for Engineering, Electronics and Heavy Industries
(MECE) mortgaged to the Arab Investment Bank with a fair value of JD. 56,000.
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**  This item represents the value of investment in Haier Middle East Company at a rate of 18%

of the authorized paid-up capital recorded in the books at the cost as their fair value could
not reliably measured.

10. Properties and Equipment — Net

Lands* Furniture Machines and Motor Total
Decoration Equipment Vehicle

JOD JOD JOD JOD JOD
Cost
Balance as at 01 473,766 738,893 434,013 438,299 2,084,971
January 2016
Additions - - 55 - 55
Balance as at 31 473,766 738,893 434,068 438,299 2,085,026
December 2016
Total Depreciation
Balance as at 01 - 691,322 434,010 438,298 1,563,630
January 2016
Additions - 39,976 - - 39,976
Balance as at 31 - 731,298 434,010 438,298 1,603,606
December 2016
Book Value as at 31 473,766 7,595 58 1 481,420
December 2016
Book Value as at 31 473,766 67,044 3 1 540,814

December 2015

* The companies' lands are attached before the Attorney General of Anti-Corruption Commission.

o
11. Bankloans 3. Mob. 0756450850 &/
N by G galeh TS
Long-term loan installments.--~ - -Loag-ferm loans Total
payable within one year installments
JOD JOD JOD
31 December 2016 238,200 5,074,452 5,312,652
31 December 2015 1,860,000 4,114,862 5,974,862

In December 2007, the Company obtained loan from the Arab Jordan Investment Bank in a sum of
fifteen million Jordanian Dinars. A sum of 9,687,348 Jordanian Dinars was repaid and the loan balance
stood at 5,312,652 Jordanian Dinars as at 31 December 2016.

The loan was restructured to be paid over (15) years under soft installments which allowed operational
operations.
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Guarantees:

The Company undertakes to transfer the monthly installments due to it and payable by the Economic &
Social Association of Retired Servicemen & Veterans (ESARSV) at the amounts due from the defaulters
through the Ministry of Finance to the Company without any other sales and/or collections under a
transfer notarized with the notary public.

The Company also undertakes to serve a letter to the Economic & Social Association of Retired
Servicemen & Veterans (ESARSV) requesting them to deposit the collections of ESARSV in favor of the
Company with the Housing Bank for Trade and Finance to ensure the continuous transfer at the end of
each month to the Company's account with the Arab Investment Bank.

To keep the present guarantees to the Bank without change, in addition to the aforesaid.

The amounts collected from ESARSV or any other amounts deposited in the account will be used to
repay and liabilities and/or and due unpaid installments.

12. Other Accounts Payable

2016 2015

JOD JOD
Deposits and Other Provisions 166,307 158,602
Social Security Deposit and taxes 32,995 28,822
Personnel Leaves Provision 64,667 68,124
Accruable Expenses 36,987 37,849
Personnel Debts 103,999 97,126
Jordanian Universities Fees Provisions 17,324 17,324
Subscription Returns Deposits 12,765 12,821
Sales Tax Deposits 86,499 71,195
Other Accounts Payable 449,332 288,641
Total 970,875 780,504

13. Capital

The general assembly decided in its deferred extraordinary meeting on 10 May 2014 to restructure the
capital from JD./shares 50,000,000 (Jordanian Dinars / shares fifty million to JD./shares 9,158,447
(Jordanian Dinars / shares nine million one hundred fifty eight thousand four hundred and forty seven)
to amortize the total accumulated losses and the accumulated change at the fair value per the
consolidated financial statements on 31 December 2014 totaling JD. 40,841,553 (Jordanian Dinars forty
million eighty hundred forty one thousand five hundred fifty three).

It was approved to increase the capital of the Company by JD / Shares 2,000,000 to become JD / shares
11,158,447 (Jordanian Dinars / shares eleven million one hundred fifty eight thousand four hundred
forty seven) by covering the capital increase by special subscription of the Company's shareholders
and/or other at a nominal value of each share and at s subscription discount of 25 Piasters per share.
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The formalities were finalized with the Ministry of Industry, Trade, and Supply / Companies Control
Department on 20 October 2014 under their letter No. (CC 1368/57461) on 27 October 2014.

No procedures were takes by the affiliates of the parent company.

14. Sale and Distribution Expenses

2016 2015

JOD JOD
Salaries, Wages and Accessories 100,306 174,663
Company contribution to the Social Security 13,515 19,962
Rents 66,546 90,282
Operator Expenses, Air Conditions Installation, 593 16,140
Spare parts
Motor Vehicle and Transportations 25,723 16,409
Electricity and Water 7,313 12,612
Post, Telex and Telephone 2,327 5,556
Insurance expenses 577 854
Fees, licenses and stamps 8,926 9,747
Visa Card Commission 1,424 600
Hospitality and Cleaning 434 1,166
Maintenance 424 577
Stationery and Printing materials 537 747
Other 22,201 64,593
Total 250,846 413,908
15. Administrative and General Expenses

2016 2015

JOD 10D
Salaries, Wages and Accessories 86,683 148,549
Company contribution to the Social Security 11,998 15,109
Rents 35,000 30,625
Fees, licenses and stamps 32,691 28,805
Board of Directors transportation allowance 21,000 21,000
Professional charges 63,042 39,346
Health Insurance - 6,582
Electricity and water 5,333 6,650
Computer expenses 1,500 1,000
Motor Vehicle and Transportations 1,598 3,186
Post, Telex and Telephone 1,941 1,368
Hospitality and Cleaning 1,066 1,063
Stationery and Printing Materials 601 756
Other 8,054 1,922
Insurance 173 161
Governmental Fines 1,595 71,834
Judicial Expenses 28,062 5,491
Maintenance 43 -
Stamps 900 -
Total 301,280 383,447
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16. Contingent liabilities and the response of the Company's attorney

The company has contingent liabilities at the date of the financial statements as follow:

- Promissory notes endorsers for deposit of JD. 35,000.
- Net bank guarantees of JD. 16,830.

- According to the attorney's response, there are lawsuits filed against the Company by third
parties for a sum of JD. 280,977 still pending before the court.

- There is a case pending before the Tax Court of First Instance for a sum of JD. 63,936.

17. Sector Information

Commercial Investment Total
For the year ended December 31, 2016
Total profit 238,420 - 238,420
Total Sector Return 238,420 - 238,420
Sale and Distribution Expenses (250,846) - (250,846)
Administrative and General Expenses (301,280) - (301,280)
Depreciation and Amortization (39,976) - (39,976)
Financing Costs (260,660) - (260,660)
Sector Loss (614,342) . (614,342)
As at December 31, 2016
Total Sector Assets 14,101,321 1,541,793 15,643,114
Total Sector Liabilities 7,912,175 - 7,912,175
For the year ended December 31, 2015
Total profit 259,079 - 259,079
Total Sector Return 259,079 - 259,079
Sale and Distribution Expenses (413,908) - (413,908)
Administrative and General Expenses (383,447) - (383,447)
Depreciation and Amortization (49,995) - (49,995)
Financing Costs (748,653) - (748,653)
Sector Loss (1,336,924) - (1,336,924)
As at December 31, 2015
Total Sector Assets 18,952,900 1,541,793 20,494,693
Total Sector Liabilities 13,505,116 13,505,116

18. Future Plan
The Group's future plan is:

A. To rationalize and reduce expenses of all forms. 1 Chaz -
B. Collect large portion of the indebtedness and use the collected -amounts in reduc:ng the Banks;

indebtedness.

C. Restructure the indebtedness of the bank under soft conditions.
D. Restructure the indebtedness of the official parties such as the Social Security Corporation, the
Sales Tax and the Public Funds.
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E. The Company increases its capital through the cash subscription which provides cash liquidity
to the Company.

19. Risk Management t/ 3 b—d
W \'\. %3, Mob. 0756450859 4o
Credit risks: NSy, R )
R g .-a;._? Ci i 1eh _.-v".f-,./ ;
The credit risks are the risks resulting from the other party's default or faw.'fulﬁfl. its obligations

towards the Company, which consequently results in losses. The Company minimizes the credit risks
through its dealing with reputable banks.

Foreign currency risks:

The foreign currency risks are risks resulting from a change in the value of financial instruments as a
result of a change in the foreign currency rates. The Company's transactions are made in the Jordanian
Dinar, and some of them in the US Dollar. The sensitivity of the Company's profits and the shareholders'
equity to the foreign currency exchange rates is not material.

Shares prices risks:
The shares prices risks result from a change in the fair value of the investments in shares. The Company

manages these risks by diversifying the investments in many geographical areas and economic sectors.

Liquidity risks:

The liquidity risks consist in the Company's inability to afford the required financing to fulfill its
obligations on their maturity dates. To manage such risks, the Company diversify the financing
resources, and assets and liabilities management.

Interest rates risks:

The interest rates risks result from the possible effect of the changes in the interest rates on the
Company's profit or the fair value of the financial instruments. Since most financial instruments bear
fixed interest rate and reflected at the amortized cost, the sensitivity of the Company's profits and the
shareholders' equity to the change in the interest rates is not material.

20. Comparative Figures

The year's comparative figures were reclassified and adjusted to conform with the classification of the
current financial year.

21. The new and amended International Financial Reporting Standards which have not been
implemented yet.
The International Financial Reporting Standards No. (9) - Financial Instruments.
The International Financial Reporting Standards No. (15) — Revenues from contracting with third
parties.
The International Financial Reporting Standards No. (16) — Leases
Amendment of the International Financial Reporting Standards No. (7) - Cash flows statement
Amendment of the International Financial Reporting Standards No. (2) - Share-Based Payment
Amendment of the International Financial Reporting Standards No. (12) — Income Tax
Amendment of the International Financial Reporting Standards No. (4) — Insurance Contracts
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Amendment of the International Financial Reporting Standards No. (40) — Real estates
Investments.

Amendment of the International Financial Reporting Standards No. (12) — Disclosure of equity in
other entities.

Amendment of the International Financial Reporting Standards No. (28) = Investments in
associates and joint ventures.

22. Reservations of the Independent Public Accountant on the Affiliated Companies

First: Haier Middle East Appliances Company for the year 2014

The independent public accountant's report contains the following reservations:

1. Reviewing the accounts receivable and accounts payable and the liabilities of the related-

companies as shown in the financial statements, we noticed that no movement was made on

them during the year.

Reviewing the account of the payment papers, and post-dated checks amounting JD. 862,751.

we noticed that they are suspended accounts since 2011 and we did not receive and assurance

about them.

3. The Company did not depreciate the fixed assets of the present year, in contradiction with the
International Standard No. (8).

[Se]

Confirmatory Clause
The Company's losses amounted JD. 13,750,630, i.e., 56% of its registered capital, which contradicts
with Article (75) of the Jordanian Companies Law.
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