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Revort on Review of Condensed Interim Financial Statements

'T'o The Board of Directors

Arab Center for Pharmaceutical and Chemical Industries
Public Shareholding Company

Amman - Jordan

Introduction

We have reviewed the accompanying condensed interim financial statements of Arab Center
for Pharmaceutical and Chemical Industries PLC, comprising the interim statement of financial
position as at 30 September 2017 and the related interim statement of comprehensive income,
interim statement of changes in equity and interim statement of cash flows for the
nine months period then ended and the notes about condensed interim financial statements.
Management is responsible for the preparation and presentation of this condensed interim
financial statements in accordance with International Accounting Standard (34) “Interim
Financial Reporting”. Our responsibility is to express a conclusion on this condensed interim
financial statements based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review
Engagements (2410) “Review of Interim Financial Information Performed by the Independent
Auditor of the Entity.” A review of condensed interim financial statements consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with International Standards on Auditing and consequently does
ot enable us to obtain assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial statements as at 30 September 2017 are not
prepared, in all material respects, in accordance with International Accounting Standard (34)
“Interim Financial Reporting”.

Emphasis of Matter

We draw attention to the condensed interim financial statements, which indicates that the
Company’s accumulated losses reached (122%) of it's capital, and it's current liabilities
exceeded it's current assets by JOD (5.7) million, which requires the company to comply with
the article No. (266) of Jordanian Companies Law. The General Assembly has decided in it's
extraordinary meeting held on 23 April 2017 to extinguish (4.5) million of it's accumulated
losses as at 31 December 2016 by decreasing its capital by (4.5) million JOD/ shares, to become
(500,000) JOD/shares and then increase the capital by (4.5) million shares through private
subscription to become (5) million JOD/shares again. Noting that the legal procedures have
not been completed.

n!
Amin Samara

26 October 2017 (License No. 481)
Amman - Jordan Arab Professionals
Avab Professionals
Grant Thornton
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Arab Center For Pharmaceutical and Chemical Industries
Public Shareholding Company
Interim Statement of Financial Position as at 30 September 2017

{In Jordanian Dinar)

30 September 31 December

Note 2017 2016
Assels
Non - current assets
Property, plant and equipment 4,353,344 4,279,811
Investment in associate 337,272 674,929
Payments against investment in associate 1,343,000 1,343,000
Financial assets measured at fair value through statement of comprehensive income 115,458 115,458
Total non - current assets 6,149,074 6,413,198
Current assets
Inventories 105,89 162,869
Other assets 149,338 192,587
Accounts receivable 129,038 59,810
Cash and cash equivalents 410 562
Total current assets 384,682 415,828
Total assets 6,533,756 6,829,026
Equity and liabilities
Equity 3
Paid - in capital 5,000,000 5,000,000
Statukory reserve 1,138,105 1,138,105
Cumulative change in fair value of financial assets 115457 115,457
Accumulated losses (_ 6,115841) ( 5453,519)
Net equity 137,721 800,043
Liabilities
Non - current liabilities
Postdated checks - long term 129,322 158,684
Payments for capital increase 150,000 150,000
Total non - current liabilities 279,322 308,584
Current liabilities
Bank facilities - short term - 3,032,250
Accounts payable and postdated checks 825472 825,238
Amounts due to shareholders 208,711 208,961
Other liabilities 389,226 378,922
Amounis due to related parties 4,693,304 1,275,028
Total current liabilities 6,116,713 5,720,399
Total liabilities 6,396,035 6,028,983
Total equity and liabilities 6,533,756 6,829,026

“The accompanying notes from (1) to (7} are an integral part of these condensed interim financial statements and read with review report”

3.



Arab Center For Pharmaceutical and Chemical Industries
Public Shareholding Company
Interim Statement of Comprehensive Income
For the nine months ended at 30 September 2017

(In Jordanian Dinar)

For the three months ended For the nine months ended
30 September 30 September 30 September 30 September
2017 2016 2017 2016
Sales 65,561 117,509 230,303 385,190
Cost of sales ( 80,760)  ( 234,500)  ( 354,470) ( 634,011)
Gross loss ( 15199) ( 116,991) ( 124,167) ( 248,821)
Selling and distribution expenses (3,939 (  20,403) ( 23412) ( 66,545)
Administrative expenses ( 70,901) (  60,823) ( 189,142) ( 197,160)
Share from associate company loss ( 135,849) ( 34,178) ( 337,657) ( 255,629)
Financing cost (138 (34,178 ( 21,016) ( 101,431)
Net of other income 11,187 22,740 33,072 45,072
Total comprehensive loss for the period { 214,833) ( 213,067) ( 662,322) ( 824,511)
Basic and diluted loss per share ( 0,043) ( 0,043) ( 0132) ( 0,165)

"“The accompanying notes from (1) to (7} are an integral part of these condensed interim financial statements and read with review report”
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Arab Center For Pharmaceutical and Chemical Industries
Public Shareholding Company
Interim Statement of Cash Flows for the nine months ended at 30 September 2017

{(In Jordanian Dinar)

30 September 30 September

2017 2016

Operating activities

( 662322) ( 824,511)
Depreciation 26,249 73,479
Share from associate company loss 337,657 255,629
Changes in working capital
Accounts receivable { 69,228) 54,176
Inventories 56,973 15,946
Other assets 43,249 2,388
Accounts payable and postdated checks { 29,028 91,792
Other liabilities 10,304 51,711)
Net cash flows used in operating activities 286,046) 382,812)
Investing activities
Property, plant and equipment : ( 99,882) { 322,513)
Financing activities
Bank facilities {3,032,250) ( 7443)
Amounts due to related parties 3,418,276 714,212
Amounts due to shareholders ( 250) { 265)
Net cash flows from financing activities 385,776 706,504
Net change in cash and cash equivalents ( 152) 1,179
Cash and cash equivalents, beginning of the year 562 79
Cash and cash equivalents, end of the period 410 1,258

“The accompanying notes from {1) to (7} are an integral part of these condensed interim financial statements and read with review report”
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Arab Center For Pharmaceutical and Chemical Industries
Public Shareholding Company
Notes to the Condensed Interim Financial Statements (Not Audited)
30 September 2017

(In Jordanian Dinar)

General

Arab Center For Pharmaceutical and Chemical Industries was established as a
public shareholding company on 5 July 1983 and was registered in the Hashemite
Kingdom of Jordan under number (185), with the main objective of manufacturing
solid gelatin capsules.

The company stocks are listed in Amman Stock Exchange - Jordan.

The condensed interim financial statements have been approved for issue by the
Company’s Board of Directors on 26 October 2017,

Summary of Significant Accounting Policies

Basis of Preparation

The condensed interim financial statements of the Company have been prepared in
accordance with International Accounting Standard (34) “Interim Financial
Reporting”. They do not include all of the information required in annual financial
statements in accordance with 1FRSs, and should be read in conjunction with the
financial statements of the Company for the year ended 31 December 2017.

The condensed interim financial statements have been prepared on a historical cost
basis except for investment securities, which have been measured at fair value.

The condensed interim financial statements are presented in Jordanian Dinar which is
the functional currency of the Company.

The accounting policies are consistent with those used in the previous period.

Use of estimates

The preparation of the condensed interim financial statements requires management
to make estimates and assumptions that affect the reported amount of financial assets
and liabilities and disclosure of contingent liabilities. These estimates and
assumptions also affect the revenues , expenses and the resultant provisions in
particular, considerable judgment by management is required in the estimation of the
amount and timing of future cash flows. Such estimates are necessarily based on
assumplions about several factors involving varying degrees of judgment and
uncertainty and actual results may differ resulting in future changes in such
provisions,

-7-



Arab Center For Pharmaceutical and Chemical Industries PLC
Notes to the Condensed Interim Financial Statements (Not Audited)
30 September 2017

Management believes that the estimates are reasonable and are as follows:

Management reviews periodically the tangible assets in order to assess the depreciation for
the year based on the useful life and future economic benefits. Any impairment is taken to the
interim statement of comprehensive income.

Management reviews periodically it's financial assets, which is presented by cost to estimate
any impairment in its value, and an impairment of loss (it founded) is accrued in the interim
statement of comprehensive income.

An estimate of the collectible amount of frade accounts receivable is made when collection of
the full amount is no longer probable.

Inventories are held at the lower of cost and net realizable value. When inventories become
old or obsolete, an estimate is made of their net realizable value. For individually significant
amounts this estimation is performed on an individual basis. Amounts which are not
individually significant, but which are old or obsolete, are assessed collectively and a
provision applied according to the inventory type and the degree of ageing or obsolescence,
based on historical seliing prices.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation (except lands)
and accumulated impairment loss. When assets are sold or retired, their cost and
accumulated depreciation are eliminated from the accounts and any gain or loss resulting
from their disposal is included in the interim statement of comprehensive income.

Depreciation is computed on a straight-line basis using the following annual depreciation
rates:

Buildings and hangers 2-4%
Machines and equipment 5-10%
Vehicles 15%
Furniture and tools 10-20%

When the expected recoverable amount of any property, plant and equipment is less than its
net book value, the net book value is reduced to the expected recoverable amount, and the
impairment loss is recorded in the interim statement of comprehensive income.

The useful life and depreciation method are reviewed periodically to ensure that the method
and period of deprecation are consistent with the expected pattern of economic benefits from
items of property, plant and equipment.

Projects under construction

Properties being developed are presented by the lower of cost or net realizable value. The cost
includes the value of the property and all the necessary expenses for developing and making
the property available for sale.

Investment in associates

Investments in associates are accounted for using the equity method.

The carrying amount of the investment in associates is increased or decreased to recognize
the company’s share of the profit or loss and other comprehensive income of the associate,
adjusted where necessary to ensure consistency with the accounting policies of the company.
Unrealized gains and losses on transactions between the company and it's associates are
eliminated to the extent of the company’s interest in those entities.

Where unrealized losses are eliminated; the underlying assets are also tested for impairment.



Arab Center For Pharmaceutical and Chemical Industries PLC
Notes to the Condensed Interim Financial Statements (Not Audited)
30 September 2017

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined by the
weighted average method. The cost of finished goods and work in process comprises raw
materials, direct labor, other direct costs and related production overhead.

Raw materials are stated at lower of cost or net realizable value. Cost is determined by the
weighted average method.

Spare parts are stated at lower of cost or not realizable value. Cost is determined by the
weighted average method.

Accounts receivable

Accounts receivables are carried at original invoice amount less an estimate made for
doubtful receivables based on a review of all outstanding amounts at the year end. Bad debts
are written off when identified.

Financial assets measured at fair value through other comprehensive income

These financial assets represent investments in equity instruments held for the purpose of
generating gain on a long term and not for rading purpose.

Financial assets at fair value through other comprehensive income initially stated at fair value
plus transaction costs at purchase date.

Subsequently, they are measured at fair value with gains or losses arising from changes in fair
value recognized in the interim statement of other comprehensive income and within owner’s
equity, including the changes in fair value resulting from transiation of non-monetary assets
stated at foreign currency. In case those assets - or part of them - were sold, the resultant
gain or loss is recorded in the interim statement of comprehensive income within owners’
equity and the reserve for the sold assets is directly transferred to the retained earnings and
not through the interim statement of profit or loss.

These assets are not subject to impairment testing.

Dividends are recorded in the interim statement of comprehensive income on a separate line
item,

Trading and settlement date accounting
Purchases and sales of financial assets are recognized on the trade date, i.e. the date on which
the Company commits its self to purchase or sell the asset.

Fair value

For fair value of investments, which are traded in organized financial markets, is determined
by reference to the quoted market bid price at the close of the business on the interim
statement of financial position date. For investments which are listed in inactive stock
markets, traded in small quantities or have no current prices, the fair value is measured using
the current value of cash flows or any other method adopted. If there is no reliable method
for the measurement of these investments, then they are stated at cost less any impairment in
their value.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, deposits held at call with banks and short
term deposits with the original maturity of three months or less.

Payables and accruals
Accounts payable and accrued expenses are recognized when goods are received and services
are rendered.

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 a reliable estimate of the amount can be made. Provisions are reviewed at
the condensed interim financial statements date and are adjusted based on recent available
information.

9-



Arab Center For Pharmaceutical and Chemical Industries PLC
Notes to the Condensed Interim Financial Statements (Not Audited)
30 September 2017

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the interim
statement of financial position when there is a legally enforceable right to offset the
recognized amounts and the Company intends to either settle them on a net basis, or to
realize the asset and settle the liability simultaneously.

Borrowing costs
Borrowing cosls are generally expensed as incurred.

Revenue recognition
Sales revenues are recognized upon the transfer of the risk of title to the buyer given that the
revenues are dependably measurable.

Interest is recognized on a time proportion basis that reflects the effective yield on the assets.

Dividends income is recognized when it is declared by the General Assembly of the investee
Company.

Other revenues are recognized according to the accrual basis.

Foreign currency

Assets and liabilities denominated in foreign currencies are translated to Jordanian Dinar
using the prevailing exchange rates at year end. Foreign currency fransactions during the
year are recorded using exchange rates that were in effect at the dates of the transactions.
Foreign exchange gains or losses are reflected in the interim statement of comprehensive
income,

Income tax

Income tax expenses are accounted for on the basis of taxable income. Taxable income differs
from income declared in the condensed interim financial statements because the latter
includes non-taxable revenues or disallowed taxable expenses in the current year but
deductible in subsequent years, accumulated losses acceptable by the tax law, and items not
accepted for tax purposes or subject to tax.

Taxes are calculated on the basis of the tax rates according to the prevailing laws, regulations,
and instructions of the countries where the Company operates.

3. Equity

The General Assembly has decided in it's extraordinary meeling held on
23 April 2017 to extinguish (4.5) million of it's accumulated losses as at 31 Decemnber
2016 by decreasing its capital by {4.5) million JOD/shares, to become (500,000)
JOD/shares and then increase the capital by (4.5) million shares through private
subscription to become (5) million JOD/shares again. Noting that the legal
procedures have not been completed.

4. Income tax status
- The Company has settled its tax liability with the Income Tax Department up to 2014.

- The income tax returns for the years (2015 and 2016) have been filed with the Income
Tax Department, but the Department has not reviewed the Company's records till the
date of this report.

- No income tax provision was calculated for nine months ended 30 September 2017, as
the Company has no taxable income.

-10-



Arab Center For Pharmaceutical and Chemical Industries PLC

Notes to the Condensed Interim Financial Statements (Not Audited)
30 September 2017

5.

6.

Contingent liabilities

The company is contingently liable against letters of guarantee with a total of JOD (6,035).

The company is contingently liable against law suits with a total of JOD (218,000).

Financial Instruments

Financial instruments comprise of financial assets and financial liabilities. Financial assets
of the Company include cash and cash equivalents, securities, and accounts receivables.
Financial liabilities of the Company include accounts payable, bank facilities, postdated
checks, amounts due to shareholders and amounts due to related parties.

Fair Value

The fair values of the financial assets and liabilities are not materially different from their
carrying values as most of these items are either short-term in nature or re-priced

frequently.

Financial assets and financial liabilities measured at fair value in the interim statement of
financial position are grouped into three levels of a fair value hierarchy. The three levels
are defined based on the observably of significant inputs to the measurement, as follows:

* Level 1: quoted prices (unadjusted) in active markets for identical asseis or liabilities.

* Level 2: inputs other than quoted prices included within level 1 that are observable for the
asset or liability, either directly or indirectly.

* Level 3: unobservable inputs for the asset or liability.

30 September 2017 Levell Level2 Level3 Total
Financial assets measured at fair value through statement of comprehensive income - 115458 115458

31 December 2016 Levell Level2 Level3 Total
Financial assets measured at fair value through statement of comprehensive income - - 115,458 115,458

Financial assets included in level 3 are stated at cost less impairment charges, as the fair
value of these assets cannot be measured reliably due to the lack of available active

markets for identical assets.

Credit risk

Credit risks are those risks resulting from the default of counterparties to the financial
instrument to repay their commitment to the Company. The Company limits its credit risk
by only dealing with reputable banks and by setting credit limits for individual customers
and monitoring outstanding receivables. The maximumn exposure to credit risk is

represented by the carrying value of each financial asset.

The balance of the Company's most significant customer represents amount of JOD
(190,948) from the total accounts receivable balance as at 30 September 2017, same as at

31 December 2016.
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Arab Center For Pharmaceutical and Chemical Industries PLC
Notes to the Condensed Interim Financial Statements (Not Audited)
30 September 2017

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its net financial
obligation. In this respect, the Company's management diversified its funding
sources, and managed assets and liabilities taking into consideration liquidity and
keeping adequate balances of cash, and cash equivalents and quoted securities.

The table below analyses the Company's financial liabilities into relevant maturity
groupings based on the remaining period at the interim statement of financial

position to the contractual maturity date:

Less than More than

30 September 2017 one year one year Total
Payments for capital increase - 150,000 150,000
Accounts payable and postdated checks 825,472 129,322 954,794
Amounts due to shareholders 208,711 - 208,711
Other liabilities 389,226 - 389,226
Amounts due to related parties 4,693,304 - 4,693,304
6,116,713 279,322 6,396,035

Less than More than

31 December 2016 one year one year Total
Bank facilities 3,032,250 - 3,032,250
Payments for capital increase - 150,000 150,000
Accounts payable and postdated checks 825,238 158,584 983,822
Amounts due to shareholders 208,961 - 208,961
Other liabilities 378,922 - 378,922
Amounts due to related parties 1,275,028 - 1,275,028

5,720,399 308,584 6,028,983

Currency risk

The management considers that the Company is not exposed to significant currency
risk, The majority of their transactions and balances are in Jordanian Dinar therefore,
the Company has not a significant currency risk and the Company's results or equity
to movements in exchange rates is not considered significant.

Interest rate risk

Interest rate risk is the risk that changes in interest rates will affect the Company's
income or the value of its holdings of financial instruments. As most of the
Company's financial instruments have fixed interest rates and carried at amortized
cost, the sensitivity of the Company's results or equity to movemenits in interest rates
is not considered significant.

7. Capital Management
The Company manages its capital structure with the objective of safeguarding the
entity's ability to continue as a going concern and providing an adequate return to
shareholders by pricing products and services commensurately with the level of risk.

-12-



