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Independent Public Auditor's Report

To the Sharcholders of South Electronic Co. PLC
Public Sharcholding Company

Amman - The Hashemite Kingdom of Jordan

Report on the Audit of the Financial Statements

Report on the Consolidated Financial Statements Auditing

— Ounalified 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 2017, 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 al! material respects, the
~ consolidated financial position of the Group as at 31 December 2017, its financial performance and

consolidated cash flows for the then ended year in accordance with the International Financial
]Reporting Standards (IFRS).

_ Buasis of the Oualified Opinion

1.

We were not provided on 31 December 2017 with acquittal support from the Economic & Social

Association of Retired Servicemen & Veterans (ESARSV) to verify its debit balance on that date
amounting JD. 885,730.

We were not provided on 31 December 2017 with the accounts receivable supports of related
third parties retained from previous years to verify this balance on that date amounting JD.

555,444. In addition, these companies suffer from hard financial conditions and necessary
allocations were made to them.

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 ID. 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.

On 28 January 2018, the General Authority for the Middle East Complex for Engineering,
Electronics and Heavy Industries (MECE) consented to settle the financial liabilities between
companies (Middle East Complex for Industries Company, Amman Industries & Marketing

Tel.: 5660709 - 5668649 Fax: 5622163 5668649 - 5660709 ;440
P.O.Box 925111 e-mail: infof'abbasi-cpa.com 925111 v
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Company and South Electronics Company). This is provided that the Middle East Complex for
Industries Company assumes the liabilities arising on Oman General Industries Company (a
company of the Compiex) for the benefit of South Electronics Company through clearance with
the liability arising to the Middle East Complex for Industries Company on South Electronics
Company. This shall be through the program of financial settlements for the relevant companias.

It shall be observed that there is a lawsuit sued under the number (92/2017) by the Middle East
Complex Company against South Electronics Company before Southern Amman Trial Court to

claim for a sum of JD. 4,195,089 in relation to the abovementioned clearance. The said lawsuit is
still being examined by judiciary.

We did not obtain financial statements for Haier Middle East Trading Co. / Agaba for the year
ending 31 December 2017 to reevaluate the investment on that date where the Group invests JD.
668,465 in its, about 18% of the company capital amounting JD. 3,550,000,

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.

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 2017.

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.

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 2017
and we cannot determine this impact on these statements.

No reassessment was made to the financial assets at the fair value as at 31 December 2017 which
totals JD. 873,328 in accordance with the company's accounting books.

Until 31 December 2017, we have not received direct responses from all Company’s attorneys in
order to know Company's legal situation, whether it is clamant or respondent and the events took

piace after the end date of Company's fiscal year and which have material or substantial effect on
Company's financial statements on the same date.

" 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
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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. 3,810,167 at the end of 2017, i.e., (34%} of the Group paid-up capital
which totals ID. 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.

Aunditing 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
1 opinion items.

Other information

The Management is responsible for the other information. The other information includes the
Linformation contained in the annual report of the company for 2017 but they don’t include the
consolidated financial statements and our report about them. Our opinion on the consoclidated 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 F inancial 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.

The Management is responsible for supervising the process of preparing the financial reports.

|
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Auditor's Responsibility for Auditing the Consolidated Financial Statements

Ne 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
ibout the consolidated financial statements.

The reasonable assurance is high level of assurance but it doesn’t guarantee that the audit conducted in
iccordance with the international auditing standards will enable us to constantly discover material
arrors, if any.

[ “rrors may result from fraud or error. They are considered material if they could individually or together

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 systems.

' 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,.

B 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 person’s 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.
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South Electronic Co.
A Public Limited Company
And its Affiliates ( Group )
Amman — The Hashemite Kingdom of Jordan

Coqsolidated Financial Position Statement

Assets

Current Assets

Cash and Cash Equivalent

Accounts Receivable — Net

Related parties accounts receivable due
during the year

Financial Assets by Fair Value through
the Income Statement

Loan of Arab Real Estate Development
Co.

Goods in Warehouses

Other Accounts Receivable

Total Current Assets

Non-Current Assets

Related parties accounts receivable for
more than one year

Investments in an Affiliated Company
Financial Assets by Fair Value through
the Comprehensive Income Statement
Properties and Equipment — Net

Total Non-Current Assets

Total Assets

2016 2017
10D JOD
20,999 15,264
1,925,087 1,622,225
149,936 158,177
139,450 139,450
250,000 250,000
279,025 252,211
97,550 88,617
2,862,047 2,525,944
401,267 401,267
10,496,037 10,496,037
1,402,343 1,402,343
481,420 473,769
12,781,067 12,773,416
15,643,114 15,299,360
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Liabilities and Equity
Current Liabilities
Accounts payable

Financing facilities margin
Deferred Checks accruable within a year
Long Term Loans Premiums accruable

within a year

Other Accounts Payable
Total Current Liabilities

Long Term Loans

Long Term Loans Premiums accruable

within a year

Total Non-Current Liabilities

Equity

Authorized and paid up capital

Disbursement deduct
Compulsory Reserve
Voluntary Reserve

Accumulative Change in the Fair Value
Accumulative losses at year-end

Net Equity

Total Liabilities and Equity

Exp. 2016 2017
JOD 10D
497,281 627,910
623,079 623,079
508,288 319,720
11 238,200 248,400
12 970,875 707,092
2,837,723 2,671,336
11 5,074,452 5,395,944
5,074,452 5,395,944
11,158,447 11,158,447
(500,000) (500,000
297,734 297,734
55,087 55,087
30,979 30,979
13 (3,311,308) _(3,810,167)
7,730,939 7,232,080
15,643,114 12,299,360

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



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

Amman — The Hashemite Kingdom of Jordan

Consolidated Comprehensive Income Statement

Net Sales

Sales Cost

Year Gross Profit

Sales and Distribution Expenses
Administrative and General Expenses
Depreciations and Amortizations
Financing Costs

Doubtful Debt

Bad Debt

Other revenues

Year loss

Other comprehensive income items :

Change in fair value reserve

Losses / profits of selling financial assets

in fair value
Total comprehensive income

Basic and Short value per share of the

year loss

Exp.

14

16

2016 2017
JoD JOD

899,462 611,706

(661,042) (455,897)

238,420 155,809

(250,846) (160,110)

(301,280) (183,600)

(39,976) (7,651)

(260,660) (253,307)

(129,000) (55,000)

(12,144) -

0 5,000
___{755,486) (498,859)
_ (755,486) (498,859)

 (0.072) (0,045)

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



‘Sjuawiaiess jeldoueuly ssayy jo Led jesdajur ue 33n3Isu0d sajou SuiAuedwodae a2yl

9107 ‘TE J13qualzaq 1e se aduejeg
SSO) JEBA

letden uj-pied jeuonppy
aaueleq Fuiuado paiypo
SjuswpusWe sJeah snNoiAald
9T0Z ‘10 Azenuer 1e se aduejeg
370¢

"T§ JoqWad5(Q papus JesA ay3 Jo3

LTOZ ‘1€ 42qWalaq e se adue|eg
§SO| JE3A

£10T ‘10 AMenuer e se sduejeg
L10¢

6E6'0EL’L  (BOE'TTE'E) 6.6'0¢ £80°SS veL'L6T {000'005} LYP'8ST'TT
(98v'ss/) {o8v'sSL) . - - .
000°00S'T - - - - (000°005) 000°000°C
sZv'986’'9  (zz8'sss?) 646°0¢ £80'SS VEL'LET - LyH'85T's
(zsT’g) {ZST'E) - - - - -
L£5'686'9  (0/9°755°T) 646°0¢ £80°SS vEL 16T . Lyb'8ST'E
080'ceg’L  (/91'018°%) 6/6'0¢ £B0'SS vEL'L6T {000'008) LYP'8ST'TT
{658'86P) (65886t} - - - - >
6E6'0EL't  (80ETTE'E) 646°0¢ £80'SS v€L'16T (0000058}  [¥p'8ST'TT
aor aor aor aor aor aofr aor
3N|BA
$3550] Jlefuragueys  aniasal EYSEREY nnpag
1@N SANEINWNIIY  8Allgnwn)y  AlejunjopA AIOS[idwo) juswssingsiq |ejides

ST WEG[ITERE ] Papua lesA 3y} 104

JU3WBBIS WOIU| IAISUBYId WO PIIEpPI|oSUO)

uep.or jo wop3ury SWIYSeEH 3yl — LBy

(dnoup) sazenyy sy puy

Auedwo) paywiialgnd v
"0J 21U0.3233 YINos




South Electronic Co.
A Public Limited Company
And its Affiliates ( Group )
Amman — The Hashemite Kingdom of Jordan

Consolidated Cash Flows Statement

2016 2017

JOD JOD
Cash flows from operating activities
Year loss (755,486) (498,859)
Amendments:
Depreciations and Amortizations 39,876 7,651
Previous years amendments B (3,152) =5
Total profit before change in working capital (718,662) (491,208)
Change in working capital items
Accounts receivable — net 79,353 302,862
Accounts receivable of Related Parties 5,067,213 (8,241)
Goods in Warehouses (44,868) 26,814
Other Debit Balances 508,458 8,933
Accounts payable (13,752) 130,629
Accounts payable of Related Parties (4,470,918) -
Other Accounts payable 190,371 (263,783)
Net Cash Flow from Operating Activities 579,195 (293,994) -
Cash flows from Investing activities
Purchase of Properties and Equipment (55) ) .
Net cash flows from Investing activities {55) _ -
Cash flows from financing activities
Loans (662,210} 331,692
Financing facilities margin (825,000) -
Deferred checks 188,568 (43,433)
Increase in capital S 675,000 i o N
Net Cash flows from financing activities _ (623,642) 288,259
Change in cash balance and cash equivalent (26,502) (5,735)
Cash and cash equivalent as at beginning of 47,501 20,999
the year ) i : -
Cash and cash equivalent as at the end of the 20,999 15,264
year i
Non-cash flows from financing activities
Additional paid-in capital 1,325,000 ) -

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



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 divided on 50 million 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) lordanian Dinars
/ Shares.

On 20 Oct 2014, an increase to the company's capital amounting to (2,000,000} Jordanian Dinars /
Shares was approved and that the company's authorized and paid up capital become { 11,158,447 )
Jordanian Dinars / Share, as the so that the increase was taken place by special subscription.

The most important purposes of the company include the following:

° Wholesale and retail in electronics and electrical appliances.

. 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.

. Invest the company's funds in real estates.

] Management of third parties properties.

. Trading in electrical equipment.

° Borrow necessary funds from banks.

The financial statements were approved by the board of directors in its session held on 12 March 2018.
The financial statements need the approval of the shareholders general assembly.

2. Basis of preparing the consolidated financial statements

- 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).

- 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.

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 2017.

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

3.

- 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.

Significant Accounting Policies

The accounting policies adopted in preparing Company's financial statements for the year are
conformable to those adopted in preparing the financial statements for the fiscal year ended
on 31 December 2016 except for the following:

{a) New and amended standards and interpretations issued and applied by the Company in
the period from 1 January 2017 and which_did not have material effect on the financial
statements:




= Amendments of the International Accounting Standard No. (7) — Cash Flow Statement,
applicable as from 1 January 2017. Such amendments require additional disclosures on the
changes in requirements resulting from financing activities.

* Amendments of the International Accounting Standard No. (12) — Income Taxes, applicable as

from 1 January 2017. Such amendments indicate the measurement and accounting of
deferred tax assets.

(b) New and amended standards and interpretations issued but still inapplicable in the
period starting from 1 January 2017 and neither of which applied by the Company:

= Financial Reports' International Standard No. (9) — Financia! Instruments, applicable as from 1
January 2018. it addresses the categorization, measurement and recognition of financial
assets and liabilities and introduces new rules for hedge accounting,.

* Financial Reports' International Standard No. (15) — Return of Contracts with Customers,
applicable as from 1 January 2018. This Standard will replace the International Accounting
Standard No. (18), which covers goods and services' contracts, as well as the International
Accounting Standard No. (11), which covers construction contracts. Based on the new
Standard, returns are to be recognized when the control on the good or service is transferred

to the customer. Accordingly, the concept of control is going to replace the concept of risks
and return.

e Financial Reports’ International Standard No. (19) — Lease Contracts, applicable as from 1
January 2019. This Standard will replace the International Accounting Standard No. (17} —
Lease Contracts. The new Standard requires that the lessee shall assume future leasing
obligations in all lease contracts, including the right to use the asset.

» There are no other inapplicable standards or interpretations having material effect on
Company's financial statements.

Cash and cash equivalent

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.



Financial assets designated at the fair value through the comprehensive income statement:

The financial assets designated at the fair value through the comprehensive income statement
are non-derivative financial assets owned to be kept available for sale not to be traded or
preserved until maturity. The change differences in the fair value of the financial assets
designated at the fair value can be recorded through the comprehensive income statement.

The fixed-value financial assets appear through the comprehensive income statement that
includes market prices in active financial markets at the fair value upon deducing the
depreciation losses accumulated in its fair value.

The financial assets designated at the fair value appear through the comprehensive income
statement that does not include market prices and whose fair value can not be reliably

determined in terms of cost. Any depreciation in their value can be recorded in the
comprehensive income statement.

Profits and losses arising from exchange differences of the foreign currency of debit instruments
that bear interest among the financial assets designated at the fair value are recorded through
the comprehensive income statement. Meanwhile, the exchange differences of the foreign

currency of property instruments are recorded in the item of the accumulative change in the fair
value among property rights.

Investment in affiliates:

Investments in affiliates appear when purchasing in case of acquisition at cost and are re-

assessed using the property right method. Such investments also limit Company's profit and loss
share in the income list.

Property and equipment:

Property and equipment appear at their cost upon deducting the accumulative depreciation as
well as accumulative depreciation losses.

The cost shall include the expenses that are directly associated with property and equipment
acquisition.

When the production ages of property and equipment items differ, they are accounted as
separate items.

Profits and losses arising from dispensing the property are determined through comparing
receivables from exclusion with the listed value of such items and recording the net in the
comprehensive income list.

The daily costs and expenses assumed by the Company in maintaining and operating the
property and equipment are recorded in the comprehensive income list.



Depreciation expenses are recognized in the comprehensive income list in the fixed installment
method throughout the production age estimated for each item of property and equipment. In

addition, the depreciation of the leased assets throughout the lease period or production ages,
whichever less, shall be recorded.

The estimated annual depreciation percentages of property and equipment during the current
year are the same of the previous year, and their details are as follows:

Property and equipment Depreciation percentage (%)
Decorations & furniture 15
Tools & equipment 15
Vehicles 15

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.

Allocations:

Allocations are recognized when the Company has legal or contractual liabilities on the date of the
financial position statement, which arise from previous events, and in case the payment of
liabilities may result in outflow of economic benefits whose values can be reliably measured.

Allocations are determined through deducting the expected future cash flows at a rate reflecting
the current market assessments of the determining cash and risks of such liabilities.

Clearance:
Clearance is made between the financial assets and the financial liabilities, and the net amount is

indicated in the financial statements when necessary legal rights are available and settled on

clearance basis or if the achievement of assets and the settlement of liabilities are in the same
time.

Fair value:

It represents the closing price on the financial statements' date in the fair financial markets for the
current financial assets. In case there are no available prices for many financial assets and
liabilities, their values are estimated through comparing them to the current market values of
financial instruments that are very simifar thereto.

Recognition of returns and expenses:

The Company concludes a promise-of-sale contract with customers, under which the Company
promises and undertakes to transfer the ownership of the sold object to the customer when the



value agreed upon under the contract is paid. Agreements provide for explanations on the sold
property and payment method. The promise-of-sale value is assumed on the customer and
reduced by the value of receivables, while the promise-of-sale account remains fixed. When the

payment is completed, the promise-of-sale account is closed in the sold property account and sale
returns.

The Company transfers the ownership of sold lands and properties when the customer pays all
due amounts thereon or in case the customer pays (50%) or more of the amounts due thereon
upon a first-degree mortgage of lands and properties for the benefit of the Company.

The Company recognizes sale returns when the benefits and risks of the sold property are
transferred to customers.

Benefits and risks are transferred to customers when they pay more than (50%) of property value
or when the property is registered in customer's name, whichever comes first.

Other returns are proven based on the eligibility principle.

Expenses are recognized based on the eligibility principle.

Exchange of foreign currencies:

Foreign currency-processes are exchanged to Jordanian Dinar according to the exchange prices
prevailing on process date. In addition, proven assets and liabilities in foreign currencies are
exchanged to Jordanian Dinar according to the prevailing exchange prices on the financial position
statement date. All differences arising from the exchange of foreign currencies are listed among
the annual results in the comprehensive income list.

Income tax provision:

Due tax expenses are estimated on basis of taxable profits according to the Law No. (34) of (2014).
Taxable profits differ from the profits declared in the comprehensive income list, because the
declared profits include un-taxable returns or non-deductible expenses in the fiscal year, but in
subsequent years, taxable accumulative losses or mostly irrelevant items.

Dividends:

Dividends shall be estimated for the main share, reduced share and normal shares. Equity is
estimated for the main share through the division of the annual profit or loss for Company's
shareholders by the weighted average of the number of normal shares during the year. Equity is
estimated for the reduced share through amending the annual profit or loss due to Company's
shareholders and the weighted average of the number of normal shares to reflect the impact on

the equity with respect to the dividends of all normal shares traded during the year and whose
returns are expected to fall.



4, Accounts receivable - net
A.  This item consists of the following:

Exp. 2016 2017
JOD JoD
Trade receivable 2,547,222 2,275,207
Notes receivable 6,865 -
Accumulated for bad debts* (629,000) (652,982}
Total 1,925,087 1,622,225

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

year was as follows:

2016 2017

JOD JOD
Balance as at 1* January 500,000 629,000
Bad debts - (31,018)
Increasing the provision 129,000 | ! 55,000
Balance end of the year o 629,000 _ 652,982

5.  Transactions with related parties
Relevant parties represent main shareholders, associate companies, subsidiaries, Board
Members and the companies wherein those are main owners, Prices and terms related to such
transactions are approved by Company's management.

Nature of 2016 2017
relation
Related parties accounts receivable due during the JOD JOD
year
Haier Middle East Appliances Company Affiliate 149,936 158,177
Total 149,936 158,177
Related parties accounts receivable for more than
one year
Ram Alaeddin Engineering Industries Co., Sister 10,784 10,784
company
General Amman Industry and Marketing Company Sharehoider 34,113 34,113
Haier Middle East Trading Company Sister 356,370 356,370
company
Totat 401,267 401,267
6. Goods in warehouses
2016 2017
jOoD 0D
Finished goods 329,025 302,211
Provision for spoilt and slow moving goods {50,000) {50,000)

Net 279,025 252,211




Other debit balances

2016 2017

JOD oD
Prepaid expenses 9,554 10,717
Employees receivable 2,887 2,887
Pravisions for the income tax 20,464 20,464
Refundable deposits 11,879 10,268
Margins and guarantees 2,300 2,300
Other accounts receivable 50,466 41,981
Total 97,550 88,617

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 a 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.

Financial assets at fair value through the other comprehensive income

2016 2017
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:

- 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 ID. 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,

**  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 Job JOD JOD JOD
Cost
Balance as at 01 473,766 738,893 434,068 438,299 2,085,026
January 2017
Additlons =3 5 e 3 S = bkt s, B8 = - i —_—
Balance as at 31 473,766 738,893 434,068 438,299 2,085,026
December 2017 )
Depreciation
Balance as at 01 - 731,298 434,010 438,298 1,603,606
January 2017
Additions S 7,594 57 LB 7,651
Balance as at 31 - 738,892 434,067 438,298 1,611,257
December 2017 . - o rs -
Book Value as at 31 473,766 1 1 1 473,769
December 2017 - o 3
Book Value as at 31 473,766 7,595 58 1 481,420
December 2016

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

11. Bankloans

In December 2007, the Company obtained loan from the Arab Jordan Investment Bank in a sum of
fiftteen million Jordanian Dinars. A sum of 9,355,656 Jordanian Dinars was repaid and the loan balance
stood at 5,644,344 Jordanian Dinars as at 31 December 2017.

The loan was restructured in 2017 to be paid over {20) years under soft instaliments.

Guarantees:

The Company undertakes to transfer the monthly instaliments 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.
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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

Deposits and Other Provisions

Social Security Deposit and taxes
Personnel Leaves Provision
Accruable Expenses

Personnel Debts

Jordanian Universities Fees Provisions
Subscription Returns Deposits

Sales Tax Deposits

Other Accounts Payable

Total

13. Accumulative Losses

Accumulative losses at the beginning of the
year

Previous years amendments
Year losses

Accumulative losses at the end of the year

14. Sale and Distribution Expenses

Salaries, Wages and Accessories

Company contribution to the Social Security
Rents

Operator Expenses, Air Conditions Installation
Spare parts

Motor Vehicle and Transportations
Electricity and Water

Post, Telex and Telephane

Insurance expenses

Fees, licenses and stamps

Visa Card Commission

Hospitality and Cleaning

Maintenance

Stationery and Printing materials

Other

Total

2016 2017
JOD Job
166,307 159,821
32,995 50,433
64,667 56,150
36,987 27,681
103,999 107,730
17,324 17,324
12,765 12,765
86,499 95,454
449,332 179,734
970,875 707,092
2016 2017
Jop JoD
(2,552,670) (3,311,308)
(3,152) q
(755,486) (498,859}
(3,311,308) (3,810,167)
2016 2017
JOD JOD
100,306 78,008
13,515 10,939
66,546 38,170
593 35
25,723 12,653
7,313 4,116
2,327 1,507
577 804
8,926 2,164
1,424 L
434 185
424 73
537 18
22,201 11,348
250,846 160,110




15. Administrative and General Expenses

2016 2017

JOD JoD
Salaries, Wages and Accessories 36,683 68,904
Company contribution to the Social Security 11,998 9,755
Rents 35,000 35,000
Fees, licenses and stamps 32,691 21,392
Board of Directors transportation allowance 21,000 21,000
Professional charges 63,042 9,250
Electricity and water 5,333 3,799
Computer expenses 1,500 -
Motor Vehicle and Transportations 1,598 1,514
Post, Telex and Telephone 1,941 1,587
Hospitality and Cleaning 1,066 545
Stationery and Printing Materials 601 230
Other 8,054 4,436
Insurance 173 346
Governmental Fines 1,585 3,018
Judicial Expenses 28,062 1,711
Maintenance 43 47
Stamps 900 1,066
Total B 301,280 183,600

16. Eauity main and reduced share out of the loss of the year:

2016 2017
JO iD
Loss of the year (498,859) (755,486}
Weighted average of shares number 11,158,447 10,491,780
Total (0.045) {0.072)

17. Legal Position:

There are lawsuits sued by third parties against the Company with a sum of (JD 4,646,785) and are still
being examined by judiciary.



18. Sectorial categorization:

The Company has three strategic sectors represented in the trade activity, investment activity and

otherwise. The below section includes information on business sectors:

~ Trade Investment Others Total
D iD D D
Net returns 611,706 - - 611,706
Assets and liabilities
Assets 1,874,436 12,148,380 1,276,544 15,299,360
Liabilities 1,335,002 - 1,336,334 2,671,336
Information of other sectors
Depreciations and amortizations {7,651) - - {7,651}
Finance costs (253,307) - - (253,307)
Doubtful debts {55,000) - - (55,000)
Other returns 5,000 - - 5,000
- e 2016 —
_ Trade Investment Others Total
BT D D D
Net returns 899,462 - - 899,462
Assets and liabilities
Assets 279,025 12,287,830 3,076,259 15,299,360
Liabilities 1,468,156 - 1,369,567 2,671,336
Information of other sectors
Depreciations and amortizations {39,976) - - {(39,976)
Finance costs (260,660) - - (260,660)
Doubtful debts (129,000} - - (129,000)
Bad debts (12,144) - - (12,144)



19. Due analysis of assets and liabilities:

The following table shows the analysis of assets and liabilities according to their expected periods of
restoration or settlement:

2017
Up to a vear Mg‘lfi%" Total
D _ D : D

Assets
Current assets
Cash and equivalent cash 15,264 - 15,264
Net liabilities 1,622,225 - 1,622,225
Liabilities of relevant parties 158,177 - 158,177
Financial assets at the fair value (income) - 139,450 139,450
Loan of Arab Real Estate Co. - 250,000 250,000
Goods in warehouses 252,211 - 252,211
Other debit balances 88,617 - 88,617
Total current assets 2,136,494 389,450 2,525,944
Non-current assets
Liabilities of relevant parties - 401,267 401,267
Investments in subsidiaries - 10,496,037 10,496,037
Financial assets at the fair value {overall) - 1,402,343 1,402,343
Property and equipment (net) - 473,769 473,769
Total non-current assets - 12,773,416 12,773,416
Total assets - 13,162,866 15,299,360
Current liabilities
Payables 627,910 - 627,910
Marginal finance facilities - 623,079 623,079
Post-dated checks 464,855 464,855
Short-term loans 62,100 186,300 248,400
Other credit balances 707,092 - 707,092

Total current liabilities 1,861,957 809,379 2,671,336




19. Due analysis of assets and liabilities {Cont.):

The following table shows the analysis of assets and liabilities according to their expected periods of

restoration or settlement:

Assets

Current assets

Cash and equivalent cash

Net liabilities

Liabilities of relevant parties
Financial assets at the fair value {income)
Loan of Arab Real Estate Co.
Goods in warehouses

Other debit balances

Total current assets
Non-current assets

Liabilities of relevant parties
Investments in subsidiaries
Financial assets at the fair value (overall)
Property and equipment {net}
Total non-current assets
Total assets

Current liabilities

Payables

Marginal finance facilities
Post-dated checks

Short-term loans

Other credit balances

Total current liabilities

20. Financial instruments:

Financial instruments comprise financial assets and financial liabilities. Financial assets include bank
balances, cash in funds, receivables and securities. Financial liabilities include bank-granted facilities and

payables.

The fair value of financial assets and liabilities does not substantially differ from their book value, where

2017
Up to a year "_Q—ME;:';T‘ Iotal

Y | D JD

20,999 - 20,999

1,925,087 - 1,925,087

149,936 - 149,936

. 139,450 139,450

- 250,000 250,000

279,025 - 279,025

97,550 - 97,550

2,472,597 389,450 2,862,047

- 401,267 401,267

- 10,496,037 10,496,037

- 1,402,343 1,402,343

- 481,420 481,420

& 12,781,067 12,781,067

2,472,597 13,170,517 15,643,114

497,281 . 497,281

- 623,079 623,079

508,288 - 508,288

59,550 178,650 238,200

570,875 - 970,875

2,035,994 801,729 2,837,723

most financial instruments are either originally short term or continuously re-priced.

Credit risks:

Credit risks are those may arise from the inability of the other party of the financial instrument to fulfili
its liabilities towards the Company, which may result in losses represented in Company's credit risks



=

mainly in deposits at banks. The Company works on preventing credit risks through dealing with banks
having good reputation.

Interest rate losses:
Interest rate losses arise from the potential that interest rate changes may affect Company's profit or
the fair value of financial instruments. As most financial instruments have fixed interest rate and appear

in the amortized cost, the sensitivity of Company's profits and property rights towards interest rate
change is unsubstantial.

Liguidity risks:
Liquidity risks are represented in Company's inability to provide the required finance to fulfill its
obligations in their maturity dates. In order to avoid such risks, the Company varies finance sources,

manages assets and liabilities, align their time limits and keeps sufficient balance of cash and the like as
well as tradable securities.

2017
' Less than {3} From {3} to Total
_months (12) months :
[0} ] 1D _ o

Payables 627,910 - 627,910
Marginal finance facilities - 623,079 623,079
Post-dated checks 464,855 - 464,855
Short-term loans 62,100 186,300 248,400
Other credit balances 707,092 - 707,092
Total 1,861,957 809,379 2,671,336




20. Financial instruments {Cont.):
Liquidity risks (Cont.):

Payables

Marginal finance facilities
Post-dated checks
Short-term loans

Other credit balances
Total

21. Capital management:

2016

] Less than [-3.1- From {3) to Total B

___months {12} months a
D) I i
497,281 - 497,281

- 623,079 623,079
508,288 - 508,288
59,550 178,650 238,200

5 970,875 970,875
1,065,119 1,772,604 2,837,723

With respect to the management of Company's capital, the main goal is to ensure keeping appropriate
capital percentages in a manner that supports Company's activities and maximizes the property rights,

The Company manages the capital restructuring and makes the required amendments thereto in light of
the change in work circumstances. It did not make any amendments to the goals, policies and
procedures related to the capital restructuring during the fiscal year.

22. Comparison numbers:

Many comparison numbers have been re-categorized and indexed to match the categorization and

indexing of the current fiscal year's numbers.
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Company's Registration and Objectives

Arab Electrical Industries Co. was formed in accordance with Companies' Law No. 12 of 1964 as private
shareholdering company. 1t was registered at the registry of private sharcholding companices at the Ministry
of Industry and Trade on 14/6/1983 under the no. 1167, The company was given the right to start working
on 4/6/1989. In accordance with the instructions of Companies' Law No. | of 1989, the company's legal
status was changed to become a public sharcholding company under the no 228 at 18/5/1993 and it was
given the right to start working on 8/9/1993.

Arab Electrical Industries Co. aims to manufacture and import supplies needed lor electrical fixtures in
addition to other objectives stipulated in the company's by-law,

‘The accompanying financial statements have been approved by the Board of Directors at its mecting
held on March 5, 2018 and are subject to the approval of the General Assembly of Sharcholders

Basis of Preparation of Financial Statements
General

The financial statements have been prepared on the historical cost basis except for the revaluation of certain
non-current assets and linancial instruments. Historical cost is generally based on the fair value ol the
consideration given in exchange for asscts

Financial statements are stated in Jordanian Dinar which is the functional currency of the Company.

Usce of estimates

The preparation of the financial statements in conformity with IFRSs requires management to make
Judgments, estimates and assumptions that affeet the application of accounting policies and the reported
amounts ol assets, liabilities, income and expenses. Actual results may differ from these estimates,

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting cstimates
are recognized in the period in which the estimaltes are revised and in any luture periods alfected.

Signiticant accounting policies

The accounting policies set out below have been applicd consistently to all periods presented in these
financial statements, and have been applicd consistently by the Company. Accounting policies followed in
financial statements' preparation [or this year are consistent with the policics followed the last year .

New and amended standards adopted by the Group:
The lollowing standards have been adopted by the company the lirst time (or the financial year
beginning on 1 January 2017, which had material on the financial statements of the company.

Amendments to IAS 7 - ' Statement of cash flows' . The amendment requires additional disclosures
about changes in liabilitics arising from financing activites.

Amendments to IAS 12 - 'Income taxes' which explains the recognition of deferrcd tax asscsts for
unrcalised losses.



