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Independent Auditor's Report
To the Shareholders of Al Ekbal Printing and Packaging P.S.C.

Report on the audit of the financial statements
Our opinion

in our opinion, Al Ekbal Printing and Packaging P.S.C. (the “Company”) financial statements
present fairly, in all material respects, the financial position of the Company as at
31 December 2016, and its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards

What we have audited
Al Ekbal Printing and Packaging Company’s financial statements comprise:

the statement of financial position as at December 31, 2016;

the statement of comprehensive income for the year then ended;

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

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

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

* & & & »

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of our report.

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

Independence
We are independent of the Company in accordance with the International Ethics Standards

Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have
fulfilled our other ethical responsibilities in accordance with the IESBA Code.

i
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Our audit approach

Overview

Key Audit Matters Provision for slow-moving inventory j

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

Key audit matters

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

Key audit maiter How our audit addressed the Key audit
‘ matier
Provision for slow-moving inventory We have performed the following procedures

As described in the accounting policies number | moving inventory provision calculation:
(2.7) Inventory and note number {4) Critical
Accounting Estimates And Judgments, the| e Assessed management's methodology
management calculates the provision for slow- in calculating the provision.
moving inventory according to the accounting
policies described in note (2.7} and note {4) by | « Assessed the key assumptions used,
comparing the recoverable amount of the based on our understanding of the

There is a risk of wrong calculation by )| e Tested some of the relevant company’s
management for this provision, which may lead to procedures and internal controls.
material misstatement in the financial statements
which may be caused of incorrect use of | « Tested the inventory aging report as of
estimates. December 31, 2016.

As shown in Note (8) to the financial statements, | , Re-calculated the provision as of
management had recognised a provision for slow December 31, 2016.

moving inventory with an amount of JD 211,628
as at 31 December 2016.

to assess the reasonableness of the slow-

inventory with the book value for this inventory. company and the nature of the inventory.
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Other information

The directors are responsible for the other information. The other information comprises allthe
other information included in the Company's annual report for the year 2016 but does not
include the financial statements and our auditor's report thereon. The other information not yet
received to the date of this auditor's report, which is expected to be made available to us after
that date.

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

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

When we read the other information not yet received, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with
governance.

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

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with International Financial Reporting Standards and with other identified
applicable laws in the Hashemite Kingdom of Jordan, and for such internal control as
management determines is necessary 1o enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company’s financial
reporting process. ‘
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Auditor’'s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with 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 financial statements.

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

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

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

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

e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a
going concein.

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

« Obtain suificient appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of the
Company audit. We remain solely responsible for our audit opinion.
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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.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

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

Report on other legal and regulatory requirements

The Company maintains proper accounting records and the accompanying financial
statements are in agreement therewith the financial date presented in the Board of Directors’
report. We recommended that the General assembly of Shareholders approve these financial
statements.

On behalf icewaterhouseCoopers “Jordan” L.L.C.

Amman, JE)?dan
6 March 2017



AL EKBAL PRINTING AND PACKAGING P.S.C.
STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2016

ASSETS

Non-current assets

Property, plant and equipment
Project under construction

Current assets

Inventories

Trade and other receivables
Cash on hand and at banks

Total Assets

EQuITY AND LIABILITIES
Equity

Paid-in capital
Stalulory reserve
Voluntary reserve
Retained earnings
ToTAL EQuiTy

LIABILITIES
Non-current liabilities
End of services indemnity

Current liabilities

Bank overdrafts

Current portion of long term loans
Trade and other payables
Income tax provision

Due to related parties

TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

Notes 2016 2015
JD JD

6 3,904,363 4,037,587
7 44,155 3,648
3,948,518 4,041,235

8 3,439,441 2,773,538
9 1,405,937 2,429,830
10 791,555 1,299,223
5,636,933 6,502,591
9,585,451 10,543,826

11 3,500,000 5,000,000
12 996,712 996,712
12 - 167,564
2,219,699 1,265,530
6,716,411 7,429,806

405,727 347,577

405,727 347,577

13 504,668 117,335
13 - 177,266
14 1,272,862 1,364,453
15 68,937 317,438
i6 616,856 789,951
2,463,313 2,766,443
2,869,040 3,114,020
9,585,451 10,543,826

The attached notes from 1 to 23 are an integral part of these financial statements
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AL EKBAL PRINTING AND PACKAGING P.S.C.
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2016

Sales

Cost of sales

Gross profit

Selling and Distribution expenses
Administrative expenses

Fareign currency exchange gain (loss)
Finaneing expense

Other income

Profit before income tax

Income tax expense

Profit for the year

Other comprehensive income items
Total comprehensive income for the year

Earnings per share

Notes 2016 2015
JD JD

17 10,214,514 10,962,928
18 (8,312,581) {9,314,407)

1,901,933 1,648,521

i9 {181,518) (120,449)

20 (787.962) (800,400)

4,134 (8,701)

(79,690) (118,520)

111,682 61,867

968,579 592,318

i5 {170,000) (80,689)

798,579 511,629

(11,974) (74,610)

786,605 437,019

23 0.204 0.102

The attached notes from 1 to 23 are an integral part of these financial statements

7
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AL EKBAL PRINTING AND PACKAGING P.S.C.
STATEMENT OF CASH FLOWS
FoRr THE YEAR ENDED 31 DECEMBER 2016

Operating activities
Profit before income tax

Adjustments for:

Interest expense

Depreciation and amorlization

Gain on sale of property, plant and equipment
Provision for slow-moving inventory

Changes in working capital:

Trade and other receivables

Inventories

Amount due to related parlies

Trade and other payables

End of service indemnity

Cash from operating activities before income
tax paid and end of service indemnity provision paid

Income tax paid

End of service indemnily provision paid

Net cash from operating activities

Investing activities

Purchase of property, plant and equipment

Projects under construction

Proceeds from disposal of property, plant and equipment
Net cash used in investing activities

Financing activities

Borrowings

Bank overdrafts

Interest paid

Dividends paid

Paid from paid-in capital reduction

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

Non-cash transactions

Reduction in paid-in capital to trade and

other payables (shareholders payable) (note 11,14)
Netting Income tax deposils

with the provision {Note 14,15)

2016 2015
JD JD
968,579 592,318
79,690 118,520
343,034 335,795
(27,440) -
39,343 44,000
713,920 137,665
(705,246) 1,146,192
(173,095) (336,003)
(189,539) 370,286
51,436 52,001
1,100,682 2,460,774
(108,528) -
(5,260) (197,841)
986,894 2,262,933
(201,083) (66,179)
(49,247) (96,596)
27,453 -
(222,877) (162,775)
(177,266) (237,557)
387,333 (364,840)
(79,690) (118,520)
- (400,000)
(1,402,062) -
(1,271,685) (1,120,917)
(507,668) 979,241
1,299,223 319,982
791,555 1,299,223
2016 2015
JD JD
97,938 -
309,973 -
407,011 -

The notes on pages 1 to 23 are an integral part of these financial statements
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AL EKBAL PRINTING AND PACKAGING P.S.C.
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

{1} GENERAL INFORMATION

Al Ekbal Printing and Packging P.S.C. was established as a Public Shareholding Company
on 27 January 1994 with a capital of JD 8,000,000 distributed into 8,000,000 shares at 1 JD
per share. it was registered at the Ministry of Industry and Trade under the number (264) in
accordance with the Jordanian companies Law.

The General Assembly of the Company decided in its extra ordinary meeting held on 22 Apiil
2006 to approve the recommended decrease in capital of the Company by JD 3,000,000 to
become JD 5,000,000 distributed into 5,000,000 shares at 1 JD par value per share. The
General Assembly of the Company decided in its extra ordinary meeting held on 11 April 2016
to approve the recommended decrease in capital of the Company by JD 1,600,000 due to the
excess of needed, to become JD 3,500,000 distributed into 3,500,000 shares at 1 JD per
value per share.

The Company's main objeclives are to practice printing and packaging and other related
activities. The Company shares are quoted in Amman stock exchange.

The Main location of the company is in Na'our, P.O Box 401 Na'our 11710 — Jordanian
Hashemite Kingdom.

The financial statements of the Company were authorised for issue by management on
9 February 2017.

(2) SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

2.1 Basis of preparation

The financial statements of Al Ekbal Printing and Packaging P.5.C. have been
prepared in accordance with the International Financial Reporting Standards (IFRS).

The financial statements are presented in Jordanian Dinars.

The financial statements have been prepared under the historical cost convention.
The preparation of financial statements in conformily with IFRS requires the use of
cerlain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the Company's accounting policies. The areas

involving a higher degree of judgment or complexity, or areas where assumplions and
estimates are significant to the financial statements are disclosed in note 4.

10



AL EKBAL PRINTING AND PACKAGING P.5.C.
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

2.2

(a)

Changes in accounting policy and disclosures

New standards, amendments and interpretations adopted by the company

. The Company has applied the following standards and amendments for the first

time for their annual reporting period commencing 1 January 2016:

Amendments to IAS 16 - ‘propeny, plant and equipment’ and IAS 38 ‘Intangible
assets’ which explains the acceptable methods for calculating depreciation and
amortization.

Amendments to IAS 34 - ‘Interim financial reporting’ regarding the disclosures in
the interim financial statements.

Amendments to IAS 19 - 'Employee bensfils’ which requires the use of the
discount rate for the currency in which the defined benefit plan obligation will be
paid.

Amendments to IAS 27 - ‘Consolidated and separate financial statements' that
restores the oplion of using the equity method in the separate financial
statements for investments in subsidiaries, joint ventures and associates.

Amendments to IAS 1 — 'presentation of financial statements’ which outlines
some of the requirements of the presentation of financial statements and the
disclosure of accounting policies.

Amendments to IFRS 7 ‘Financial instruments: Disclosures' which require the
disclosure of ongoing service contracts after the sales of financial assets and the
disclosure of the oltset between the financial assels and financial liabilities that
are not stated in IAS 34 - ‘Interim financial reporting’.

Amendments to IFRS 11 'Joint arrangements’ that provides specific guidance for
the accounting of the share acquired in a joint arrangement.

Amendments to IFRS 10 - '‘Consolidated financial statements’ and IAS 28 -
‘Investments in associates and joint ventures’ which describes the exceptions in
the application of consolidated financial statements of investment companies
and its subsidiaries.

Annual Improvements to IFRSs — 2012 - 2014 Cycle.

11



AL EKBAL PRINTING AND PACKAGING P.S.C.
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

(b)

2.3

New standards, amendments and interpretations not yet adopted

Certain new accounting standards and interpretations have been published that are
not mandatory for 31 December 2016 reporting periods and have not been early
adopted by the Company. The Company’s assessment of the impact of these new
standards and interpretations is set oul below,

- IFRS 9, 'Financial instruments’, addresses the classification, measurement and
recognition of financial assets and financial liabilities. The complete version of
IFRS 9 was issued in July 2014. The standard is effective for accounting periods
beginning on or after 1 January 2018. Early adoption is permilted.

- IFRS 15, '‘Revenue from contracts with customers’ deals with revenue
recognition and establishes principles for reporting useful information to users of
financial stalements about the nature, amount, timing and uncertainty of revenue
and cash flows arising from an entity's contracts with customers. The standard
is effective for annual periods beginning on or after 1 January 2018 and earlier
application is permilted.

- IFRS 18, ‘Leases’ which will replace IAS 17 'Leases’. The standard requires the
lessee to book future lease commitments for all lease contracts including “rights
to use assets”. The standard is effective for annual periods beginning on or afler
1 January 2019 and early adoption is permitted if IFRS 15 is also adopted.

- Amendments to IAS 12, 'Income taxes’. Amendments clarify the measurement
and accounting of deferred tax assels. The standard is effective for annual
periods beginning on or after 1 January 2017 and early adoption is permitted.

- Amendments o IAS 7, ‘Statement of cash flows’. The amendment requires
addilional disclosures about changes in liabilities arising from financing activities.
The standard is effective for annual periods beginning on or after 1 January 2017
and early adoption is permitted.

There are no other standards that are not yet effective and that would be expected to
have a material impact on the entity in the current or future reporting periods and on
foreseeable future transactions.

Foreign currency translation
(a) Functional and presentation currency

ltems included in the financial slatements of each of the group's entities are measured
using the currency of the primary economic environment in which the entity operates
(‘the functional currency'). The financial statements are presenied in ‘Jordanian Dinar’,
which is the company's funclional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the Jordanian dinar using the
exchange rates prevailing at the dates of the transactions or valuation where items are
re-measured. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the statemeni of
comprehensive income,

i2



AL EKBAL PRINTING AND PACKAGING P.S.C.
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

2.4

2.5

26

Property, plant and equipment

Property, plant and printing equipment are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes
expenditure that is direclly attributable to bringing the asset to the location and
condition necessary for il to be capable of operating in the manner intended by
management.

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

Depreciation on other assets is calculated using the straight-line method to allocate
their cost over their estimated usetul lives, as follows:

Useful life (years)

Buildings 50
Plant and printing equipment i0
Furniture and decoration 5
Vehicles 6
Elevators and computer machines 6-10

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

An asset's carrying amount is written down immediately to its recoverable amount and
is recognized in the income statement.

Gains and losses on disposals are determined by comparing the proceeds with the
cariying amount and are recognized in the statement of comprehensive income.

Projects in progress

Project in progress are recognised at cost and il includes the cost of projects and other
direct expenses that are measure in accordance to percentage of completion. Upon
completion the project in progress, the total cost will be transferred to properties, plant
and equipment and the cost will be depreciated.

Impairment of non-financial assets

Assets that are subject to amontisation are reviewed for impairment whenever evenls
or changes in circumstances indicate that the carrying amount may nol be recoverable.
An impairment loss is recognised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use.

For the purposes of assessing impairment, assels are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units).

13



AL EKBAL PRINTING AND PACKAGING P.S.C.
NOTES To THE FINANCIAL STATEMENTS
31 DECEMBER 2016

2.7

2.8

29

2,10

2.1

Inventories

inventories are stated at the lower of cost and net realisable value. Cosl is determined
using weighted average method. The cost of finished goods and work in progress
comprises design costs, raw malerials, direct labour, other direct cosls and related
production overheads (based on normal operating capacily). It excludes borrowing
costs.

Net realisable value is the estimated selling price in the ordinary course of business,
less applicable variable selling expenses.

Trade receivables

Trade receivables are amounts due from customers for merchandise sold in the
ordinary course of business,

Trade receivables are recognised initially at fair value and subsequently measured at
amoitised cost using the effective interest method, less provision for impairment.

Impairment of financial assets

Impairment of loans and receivables: A provision for impairment of frade receivables
is established when there is objeclive evidence that the Company will not be able to
collect all amounts due according to the original terms of the receivables. Significant
financial difficulties of the debtor, probability that the debtor will enter bankruptey or
financial reorganisation, and default or delinquency in payments are considered
indicators that the trade receivable is impaired. The amount of the provision is the
difference between the asset's carrying amouni and the present value of estimaled
future cash flows, discounted al the original effective interest rate. The carrying amount
of the asset is reduced through the use of an allowance account, and the amount of
the loss is recognised in the slatement of comprehensive income. When a trade
receivable is uncoilectible, it is written off against the allowance account for trade
receivables. Subsequent recoveries of amounts previously written off are credited
against other income in the statement of comprehensive income.

The impairment amount is recognised in the statement of comprehensive income and
any surplus is recognised also in the statement of comprehensive income in the later
period as a resuit of the previous impairment in the financial assets.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, current accounts and depaosits with
banks.

Borrowings and overdrafts

Borrowings are recognized initially at fair value, net of transaclion costs incurred.
Borrowings are subsequently carried at amortized cost; any difference between fhe
proceeds (net of transaction costs) and the redemption value is recognized in the
statement of comprehensive income over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilittes unless the Company has an
unconditional right to defer seitlement of the liability for at least twelve months after
the statement of financial position date.

14



AL EKBAL PRINTING AND PACKAGING P.S.C.
NOTES To THE FINANCIAL STATEMENTS
31 DECEMBER 2016

2.12

2.13

2.14

2.16

2.16

2.17

2.18

Provision for employees end of service

The Company starled an end of service program from the first of January 2002 for
each employee. The employees are considered eligible if they complete the minimum
required years in accordance with the Company's laws and regulations and in
accordance with 1AS 19 (employee benefits). The Company recognized its share
within the statement of comprehensive income.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired
in the ordinary course of business from suppliers.

Trade payables are recognized initially at fair value and subsequently measured at
amortized cost using the effective interest method.

Provisions

Provisions are recognized when the Company has a present legal or constructive
obligation as a result of past events; it is probable that an outflow of resources will be
required to settle the obligation; and the amount has been reliably estimated.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the
sale of goods and services in the ordinary course of the Company’s activilies. Revenue
is shown net of value-added tax, returns, rebates and discounts and after eliminating
sales within the Company.

The Company recognizes revenue when the amount of revenue can be reliably
measured; it is probable that future economic benefits will flow to the Company.

The Company sells a range of printing products in the market. Sales of goods are
recognized when a Company has delivered products to the customer.

Employee benefits

The Company pays contributions to publicly administered pension insurance plans on
a mandatory basis. The Company has no further payment obligations once the
contributions have been paid. The contributions are recognized as social security
expense when they are due.

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained
by the lessor are classified as operating leases. Payments made under operating
leases are charged to the statement of comprehensive income on a straight-line basis
over the period of the lease.

Dividend distribution
Dividend distribution to the Company’s shareholders is recognized as a liability in the

Company financial statements in the period in which the dividends are approved by
the company's general assembly.
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Income tax

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the stalement of financial position date. Management
periodically evaluates positions taken in tax returns with respect to situalions in which
applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.

The Company activities expose it to a variety of financial risks: market risk (including
foreign exchange risk and cash flow and fair value interest rate risk), credit risk and
liquidity risk. The Company overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects

(3) FinaNcIAL RISK MANAGEMENT
3.1 Financial risk factors

on the group's financial performance.
a. Market risk

Foreign exchange risk

The Company operates internationally and is exposed to foreign exchange risk arising
from various currency exposures, primarily with respect to the US dollar and Euro.
Foreign exchange risk arises when future commercial transactions or recognised
assets or liabilities are denominated in a currency that is not the Company functional
currency.

Cash flow and fair value interest rate risk

The Company's interest rate risk arises from loans and bank facilities. Borrowings
issued al variable rates expose the Company to cash flow interest rate risk which is
partially offset by cash held at variable rates. Borrowings issued at fixed rates expose
the Company to fair value interest rate risk.

The following is an analysis of interest rate exposure taking into consideration
refinancing, renewal of existing positions, and allernative financing. Based on this
analysis the impact on profit and loss of a delined interest rate shift
{increase/decrease) is calculated. The scenarios are run only for liabilities that
represent the major interest-bearing positions.

Increase in interest Effect on loss
rates for the year
% JD
2016
JD i (5,047)
2015
JD 1 (2,946)

The effect of decreases in interesi rates is expected to be equal and opposite to the
effect of the increases shown above.
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3.2

Credit risk

Credit risk also arises from cash and cash equivalents and deposits with banks and
financial institutions. For banks and financial institutions, the Company deals mainly
with high rated institutions that have good repulation.

The utilization of credit limits is regularly monitored. No credit limits were exceeded
during the reporting period. Concentration tisk in receivables is disclosed in note (9)
of the financial statements.

Liquidity risk

Company finance monitors rolling forecasts of the Company's liquidity requirements
to ensure it has sufficient cash to meet operational needs while maintaining sufficient
limits on ils undrawn commilted borrowing facilities.

The table below summarizes the maturities of the Company's undiscounted financial
liabilities at 31 December 2016, based on contraclual payment dates and current
market interest rates:

Less than Over
1 year 1 year
JD JD
At 31 December 2016
Bank overdrafts 507,507 -
Trade and other payables 1,272,852 -
Due to related party 616,856 -
End of service indemnity - 458,472
At 31 December 2015
Bank overdraits 118,436 -
Loans 183,913 -
Trade and other payables 1,364,453 -
Due to related party 789,951 -
End of service indemnity - 392,762

Capital risk management

The company’s objectives when managing capital are safeguarding the company's
ability to continue as a going concern in order to provide returns for shareholders and
benefits for other stakeholders and to maintain an optimal capital structure to reduce
the cost of capital.

The Company monitors capital by monitoring the gearing ratio. This ratio is calculated
as net debt divided by total capital. Net debt is calculated as total borrowings (including
loans, bank overdrafis, trade payables, other credit balances and amounts due from
related parties) less cash on hand and al banks, as shown in the consolidated
statement of financial positior. Total capital is calculated as equity plus net debt, as
shown in the consolidated statement of financial position.
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Gearing ratios were as follows:

2016 2015
JD JD
Total borrowings 2,394,376 2,449,005
Cash on hand and at banks {791,555) {1,299,223)
Net debt 1,602,821 1,149,782
Total equity 6,716,411 7,429,806
Total capital 8,319,232 8,579,588
Gearing ratio 19% 13%

3.3 Fair value estimation
Financial assets include: cash, accounts receivable and some other current assets.
Financial liabilities include: due to banks, accounts payable and some other current
liabilities and borrowings.

The fair values of financial assets and liabilities instruments are not materially different
from their carrying values.

3.4  Financial instruments by category

2016 2015
JD JD
Assets as per statement of financial position
Loans and receivables
Trade and olher receivables
(Excluding prepayments) 1,347,632 2,040,452
Cash on hand and at banks 791,555 1,299,223
2,139,187 3,339,675
Liabilities as per statement of financial position
Financial liabilities at amortized cost - 177,266
Bank overdraits 504,668 117,335
Trade and other payables
(Excluding statutory liabilities) 1,104,891 1,094,781
Due to related paries 616,856 789,951
End of services indemnity 405,727 347,577
2,632,142 2,526,910
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4 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimales and judgements are conlinually evaluated and are based on historical experience
and other factors, including expectations of future evenis that are believed to be reasonable
under the circumstances.

The Company makes estimates and assumptions concerning the future. The resuiling
accounling estimates will, by definition, seldom equal the related actual results. The estimates
and assumplions that have a significant risk of causing a material adjustment o the carrying
amounts of assets and liabilities within the next financial year are addressed below.

a. Provision for slow-moving inventory

The Company establishes a provision for slow-moving and obsolete items in
accordance with the accounting palicy stated in (Note 2.7}. The recoverable amount
of the items is compared to the cairying amount to determine the needed provision.

b. Provision for impairment of trade receivables

The Company establishes a provision for impairment of trade receivables, in
accordance with the accounting policy stated in (note 2.9). The recoverable amount of
the trade receivables is compared to the carrying amount of the receivables to
determine the amount of impairment.

c. Income tax

The Company is subject to income tax. Significant judgement is required in
determining the provision for income tax. There are many transactions and
calculations for which the ultimate tax determination is uncertain. Where the final tax
outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the income tax in the period in which such determination
is made.

d. Provision for employee end of services

The company calculates the end of service provision according to the end of service
benefits policy and based on the years of service and salaries of employees as at the
end of each financial year and based on the actuarial study over the employee's end
of service provision.

{5) SEGMENT INFORMATION

The Company is engaged in two business lines printing packaging and printed materials.
Accordingly these consolidated financial statements represent the financial position and
performance of those two business lines. Geographical segmentation related to the sales of
the Company is illustrated in {note 21).
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AL EKBAL PRINTING AND PACKAGING P.S.C,

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

{7) PrROJECTS UNDER CONSTRUCTION

Al 1 January

Additions

Transfer to Property, Plant And Equipment
Transfer to expenses

At 31 December

(8) INVENTORIES

Raw materials
Supplementary materials
Finished goods

Work in process

Goods in transit

Spare parts

Provision for slow-moving inventory

Movement in the provision for slow-moving invenltory is as follows:

At 1 January

Provided during the year
Released provision (Sold goods})
At 31 December

22

2016 2015
JD JD
3,648 410,367
52,895 96,596
(8,740) (503,315)
(3,648) -
44,155 3,648
2016 2015
JD JD
972,216 798,225
492,733 558,643
435,202 303,608
479,368 136,285
430,822 303,254
840,728 845,808
3,651,069 2,945,823
(211,628) (172,285)
3,439,441 2,773,538
2016 2015
JD JD
172,285 139,338
48,087 44,000
(8,744) (11,053)
211,628 172,285
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(9) TRADE AND OTHER RECEIVABLES

2016 2015
JD JD

Trade receivables 1,318,516 1,980,710
Prepaid expense 40,020 59,546
Income tax - 309,973
Advances to suppliers 18,285 19,859
Refundable deposils 23,105 23,105
Chegues under collection - 75,396
Other 56,443 12,743
Total trade and other receivables 1,456,369 2,481,332
Allowance for doubtful accounts {50,432) (51,502)

1,405,937 2,429,830

The far values of irade receivables approximate to their carrying value as of
31 December 2016 and 2015 respectively.

Trade receivables are analyzed as follows:

2016 2015
JD JD
Neither past due nor impaired 1,271,811 1,921,791
Past due not impaired 41,273 52,417
Impaired 5,432 6,502
1,318,516 1,980,710

As per the credit policy of the company, customers are extended a credit term between 30 -
120 days in the normal course of business. Trade receivables that are four months past due
are not considered impaired. As at 31 December 2016, trade receivables of JD 41,273 (2015:
JD 52,417) were past due but not impaired and not provided for in the financial statements.
These relate to a number of independent customers for whom there is no recent history of
default. The company’s management believes that this amount will be collected in full. The
ageing analysis of these receivables Is as follows:

2016 2015
JD JD
Less than 2 months after due date 28,215 52,260
Over 2 months but less than 4 months 13,058 157
41,273 52,417

As at 31 December 2016, trade receivables of JD 5,432 (2015: JD 6,502) were impaired and
fully provided for.

There is a concentration risk with respect to trade recsivables as the largest trade receivable
balance comprises 46% (2015: 43%) of the outstanding receivable balances. These balances
are not overdue and there is no doubt regarding their collectability.

The maximum exposure to credit risk at the reporting date is the fair value of each class of
receivable.
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Movement in the allowance for doubtful debts is as follows:

2016 2015
JD JD
At 1 January 51,502 51,502
Whritten off {1,070) -
At 31 December 50,432 51,502

The carrying amounts of the trade receivables are denominated in Jordanian dinar.

(10) _CasH ON HAND AND AT BANKS

2016 2015
JD JD
Deposits al banks 161,290 750,000
Cash at banks 640,265 549,223
791,555 1,299,223

* Interest on the deposit is calculated at a rate of 3.35% as of 31 December 2016. The deposit
malures in a period of no longer than 3 months.

{11) PAID-IN CAPITAL

The total authorized and paid in capital amounted to JD 5,000,000 divided into 5,000,000
shares with a par value of JD 1 per share.

The General Assembly of the Company decided in its extra ordinary meeting held on 11 April
2016 to approve the recommended decrease in capital of the Company by JD 1,500,000 due
to the excess of needed, to become JD 3,500,000 distributed into 3,500,000 shares at 1 JD per
value per share.

12) RESERVE
Statutory reserve

According to the Jordanian Companies Law and the Company's bylaws, the Company should
deduct 10% of ils annual net profit for the account of the slatutory reserve, and continue in
deducting the same percentage each year provided that the total deducled amounts for the
reserve should not exceed 25% of the relevant the Company’s capital. For the purposes of
this law, the net profit represents the profits before deducting the income tax provision. This
reserve is not available for distribution.

The Company didn’t take provision for statutory reserve in 2016, as the statutory reserve
balance exceeds 25% of the new paid-in capital. The Company will reduce the statutory
reserve balance in 2017 to be in accordance with the Jordanian Companies Law.,

Voluntary reserve

The Company decided in it General Assembly meeting held in 11 April 2016 to transfer all the
balance of the voluntary reserve account to the retained earnings account as it is no longer
needed.
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(13) BORROWINGS AND OVERDRAFTS

2016 2015
JD JD
Bank overdralts 504,668 117,335
Current portion of long term loans - 177,266
Total borrowings 504,668 294,601

The Company has been granted a loan from Sociele General Bank Jordan on 21 June 2012,
the purpose of financing is to purchase a new machine. The total finance amount is USD
378,000 at LIBOR rate plus 1.75% and should not be less than 4.5%. This loan shall be settled
on sixteen equal consecutive quarterly installments with monthly interest payment. The first
installment became due on 31 October 2012. The loan currency is denominated in USD.

The Company has been granted a loan from Societe General Bank Jordan on 4 February
2013 for the purpose of financing new printing machine and building an externa! Sunshade.
The total finance amounit is JD 240,000 at 6% annual interest rate. This loan shall be settied
on fourteen equal consecutive quarterly installments with monthly interest payment. The first
installment became due on 28 February 2013. The loan currency is denominated in JD.

The Company has been granted a loan from Societe General Bank Jordan on 1 April 2013
for the purpose of increasing the financing amount for the new printing machine and the
exiernal Sunshade that was obtained earlier during the same year. The total fiance amount
is JD 60,000 al 6% annual interest rate. This loan shall be settled on thiteen equal
consecutive quarterly instaliments with interest payment. The first installment became due on
30 June 2013. The loan currency is denominated in JD.

The Company has been granted a loan from Societe General Bank Jordan on 1 May 2013 for
the purpose of financing purchasing a gluing machine. The fotal finance amount is JD 292,000
at 6% annual interest rate. This loan shall be setlled on fourteen equal consecutive quarterly
installments with interest payment. The first installment became due on 30 June 2013. The
loan currency is dencminated in JD.

Bank overdrafts

The Company obtained a short term facilities from local banks with a limit of JD 2,018,850,
the total used of it as at 31 December 2016 was JD 504,668 (2015: JD 117,335), with annual
interest rate between 4.25% and 8.5%.

The fair value of current borrowings equals their carrying amount, as the impact of discounting
is not significant.
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(14) TRADE AND OTHER PAYABLES

2016 2015
JD JD

Trade payables 361,239 401,661
Noles payables 319,643 317,752
Advances from customers 129,543 116,891
Shareholders payable from paid-in capital reduction 97,938 -
Dividends payable 93,181 94,054
Accrued expenses 28,669 87,861
Board of directors rewards 25,000 25,000
Due to social security 20,353 19,741
Accrued vacation 7,308 8,173
Product warranty provision 16,025 16,025
Due to income tax 2,883 2,099
Sales tax 144,725 247,832
Others 26,345 27,364

1,272,852 1,364,453

{15) _ INCOME TAX PROVISION

The income tax provision has been calculated according to the Income Tax Law number 34
for the year 2014 and it laler amendmenis.

Movement on provision for income tax was as follows:

2016 2015
JD JD
At 1 January 317,438 236,749
Tax paid during the year (108,528) -
Income tax for the year 170,000 80,689
Netting income tax deposits with the provision {309,973) -
68,937 317,438

Reconciliation of accounting profit with tax profit

The effective tax rale on the Company's operating profit differs from the statutory tax rale as
follows:

2016 2015
JD JD
Profit before incorne tax 968,579 592,318
Deduct: used provision (14,003) (211,540)
Non-deductible expenses 228,734 195,563
Taxable profit 1,183,310 576,341
Declared tax rate 14% 14%
income tax expense 170,000 80,689

Effective tax ratio 14,4% 13.6%
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The Company obtained final tax clearance from the Income and Sales Tax Department up to
the year 2014,

The income tax return for the year 2015 has been submilled by the income and sales tax

department and no final clearance was obtained up to the date of approval of these financial
statements.

{16) _RELATED PARTIES TRANSACTIONS

Parties are considered to be related if one party has the abhility to control the other pary or
exercise significant influence over the other party in making financial and operating decisions

The following transactions were carried out with related parties:

2016 2015
JD JD
Purchases of ready to re-sale goods 1,639,184 1,563,518
Purchases of inventory — (Mayr Melnhof) 370,857 432,537
Board of directors fransportation and bonus expenses 49,000 49,000
Year-end balances arising from previous transactions:
2016 2015
JD JD
Due to related parties
Shareholder account — (Mayr Melnhof) 571,298 751,950
Board of Directors members 45,558 38,001
616,856 789,951
Key management compensation
Salaries, wages and other benefits 449,281 363,454
End of services indemnity 37,202 39,432
(17)  SALES
2016 2015
JD JD
Local sales 9,723,907 9,946,045
Expaort sales 490,607 1,016,883
10,214,514 10,962,928
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(18) CosT OF SALES

Cost of goods manufactured
Purchases of goods available for sale
Finished goods at 1 January
Finished goods at 31 December
Cost of sales

Cost of goods manufactured

The cast of goods manufactured consists of the following:

Direct materials used

Direct labor from manufacturing
Depreciation

Manufacturing overhead

Work in process at 1 January
Work in process at 31 December

Manufacturing overhead

Spare paris and equipment maintenance
Fuel and electricity
General maintenance
Tools

Art

Storage

fnsurance

Car expenses

Cleaning

Water

Postal and telephone
Palleis

Stationery and printing
Travel assignments
Transport & Porierage
Property tax

Customs clearance fees
Subscriptions

Others
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2016 2015
JD JD
6,763,912 7,040,286
1,680,263 2,091,132
303,608 486,597
(435,202) (303,608)
8,312,581 9,314,407
2016 2015
JD JD
4,733,348 4,728,439
1,180,608 1,120,917
302,486 304,475
890,463 769,712
7,106,995 6,923,543
136,285 253,028
(479,368) (136,285)
6,763,912 7,040,286
2016 2015
JD JD
258,498 291,882
183,847 194,519
44,783 44,865
206,686 36,370
10,492 1,352
16,778 57,437
31,723 34,924
16,073 16,335
16,932 11,952
4,600 3,463
3,855 4,544
55,383 45,694
4,344 3,395
8,628 9,818
960 257
5,008 4,509
1,218 1,761
7,936 2,160
12,629 4,475
890,463 769,712
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Direct labor from manufacturing

2016 2015
JD JD
Salaries and wages 692,110 658,530
Thirteen and fourteen salaries 114,101 107,485
Overtime 93,530 94,640
Social security 114,787 104,798
Rehabilitation and development 8,994 13,575
Manufacturing bonuses 17,500 25,793
End of service 23,218 9,613
Health insurance 30,936 31,800
Clothing and work tools 18,625 11,560
Car fuel 23,768 26,129
Transportation 6,487 4,489
Cafeteria 35,297 31,204
Gifts 23 16
Cthers 1,422 1,195
1,180,698 1,120,917
(19) SELLING AND DISTRIBUTION EXPENSES
2016 2015
JD JD
Direct labor from selling & marketing 99,143 90,475
Export expenses 70,303 78,852
Fuel 2,022 7,044
Travel 1,308 6,895
Insurance 78 98
Depreciation 2,571 2,560
Telephone 880 1,688
Subscription fees 2,383 2,024
Others 2,830 813
181,518 190,449
Direct labor from selling & marketing
2016 2015
JD JD
Salaries and wages 47,895 52,840
Thirteen and fourteen salaries 8,070 8,627
Social security 7,762 8,288
Health insurance 1,740 2,086
Bonuses 25,725 11,813
End of service 1,770 816
Hospitalities 739 1,796
Others 5,442 4,209
- 99,143 90,475
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(20) ADMINISTRATIVE EXPENSES

Direct labor from administralive
Transportation of the Board of Directors
Board of directors rewards
Depreciation

Subscription fees

Waler and electricity
Telecommunicaiions
Transportation

Professional fees

Rehabilitation and development
Stationery

Fuel

Advertising

Insurance

Vehicles

Imported services tax

Expenses of board of directors and general assembly

General maintenance
Cleaning
Others

Direct labor from administrative

Salaries and wages
Qvertime

End of service
Social securily
Bonuses :
Thirteen and fourteen salaries
Health insurance
Hospitalities

Rent

Cafeteria

Others

a0

2016 2015
JD JD

529,024 534,073
24,000 24,000
25,000 25,000
37,977 28,760
20,942 19,157
44,109 48,970
6,555 7,752
10,873 10,419
27,114 31,104
1,861 19,098
4,869 4,932
1,504 2,077
6,307 3,316
10,486 7,011
268 1,532
5,174 4,564
2,975 7.165
7,861 2,860
19,181 17,360
1,882 1,250
787,962 800,400

2016 2015

JD JD

315,322 299,972
33,318 32,471
4,422 4,571
42,638 41,260
51,865 70,300
49,451 49,647
9,175 10,017
2,205 6,285
7,000 7,000
9,913 8,952
3,715 3,598
529,024 534,073
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AL EKBAL PRINTING AND PAcCKAGING P.S.C.
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

(22) EARNINGS PER SHARE

The details of earnings per share are as follow:

2016 2015
JD JD
Net income attributable to 798,579 511,629
Shares Shares
Weighied average number of shares 3,918,033 5,000,000
JD JD
Earnings per shares 0.204 0.102

23 CONTINGENT LIABILITIES AND COMMITMENTS

The Company has contingent fiabilities in respecl of bank guarantees amounting to JD 1,900
at 31 December 2016 (2015: JD 1,900).

32



