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To: Jordan Securities Commission ALl &l ais soluudt
Amman Stock Exchange Olee 4o 39 Bobudl
Date:-20/02/2019 2019/02/20-1ju,\11
Subject: Amended Financial Statements for the fiscal tael) Alotadl gl AU Sbiledt: pososld
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Attached the Amended Financial Statements of aS,4) Waall AUl SUledl e 2ad asbo G2y
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fiscal year ended 31/12/2017,In both Languages il g dpyadl 4al,2017/12/31 § % .y
Arabic and English .

Kindly accept our high appreciation and respect cesplisyl G Jguds 15hinasy
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Chief Executive Officer
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The revised independent auditor's report on the revised financial statements 2017

To the shareholders of the Intermediate Petrochemical Industries Company Ltd.
Amman — The Hashemite Kingdom of Jordan

Opinion

We have audited the financial statements of the Intermediate Petrochemical Industries
Company Ltd. which comprise the revised statement of financial position as at
December 31, 2017 and the revised statement of income, the revised statement of
comprehensive income, the revised statement of changes in shareholder's equity and
the revised statement of cash flows for the year then ended, and the notes to the
revised financial statements, including summary of significant accounting policies,
taking into consideration the recommendations of the committee of experts report
summarized in note No. (26).

In our opinion, taking into consideration what is stated in the Paragraph (Another
Matter) and the Confessional Paragraph, the accompanying revised financial
statements present fairly, in all material respects, the financial position of the
Intermediate Petrochemical Industries Company Ltd. as of December 31, 2017 and of
its financial performance and its revised cash flows for the year then ended in
accordance with the International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with the 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 are independent of the Company in accordance with the International
Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants
(IESBA Code) together with the ethical requirements that are relevant to our audit of
the financial statements, and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion, taking into consideration what is stated in the
Paragraph (Another Matter) and the and the Confessional Paragraph .

Confessional Paragraph

As stated in Note No. (26) of the accompanying revised financial statements, the
financial statements of the company for the year 2017 were issued on 27 March 2018
without being approved by the general assembly of the company in its meeting held
on 15 September 2018. Therefore, revised financial statements were issued as stated
in Note referred to above in light of the committee appointed by the Companies
Controller in accordance with the provisions of Article (196/B) of the Companies
Law, which considers its report binding after representing it to the general assembly
for approval.

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:

Adequacy of the provision for doubtful accounts receivable
The net accounts receivable totaled 381.728 Dinar as at 31 December 2017. The
provisions allocated for the accounts receivable mainly depend on the Management's
estimates rendering them of the significant matters in the audit.

Scope of audit to face risks

The auditing procedures include studying the control procedures used by the
Company's Management over the process of collecting the accounts receivable
including a study of sample of cash collected during the period following the end of
the financial year in addition to the collaterals related to such receivable, study the
adequacy of the provision for doubtful accounts receivable allocated for such
receivables by evaluating the adequacy of the Company's disclosure about the
significant assessments to conclude the provision for the doubtful accounts receivable
and discussing the Management the assumptions to verify the adequacy of the
allocated provisions taking into consideration our expertise in calculating the
provisions in accordance with the approved assumptions, noting that additional
provisions were booked for this year under the recommendations of the committee of
experts.

Another Matter

As regards the realizable value of the stock stated in Note No. (26), given the
appointment of a committee of experts in accordance with Article (196/B) of the
Companies Law to settle the issue of the Company's financial statements for the year
2017, and as the decision of the said committee is binding after presenting the
financial statements for a second time to the general assembly, the said committee of
experts shall be responsible to determine the realized value of the referred to stock
and the accompanying assessments and adjustments.

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 IFRS, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial 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.



Auditor's Responsibilities for the Audit of the Financial Statements

Our objective 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 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 ISAs, we exercise professional judgment and

maintain professional skepticism 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.

- 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 concern.

- 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 sufficient and proper auditing evidences about the financial information
of the entities or the businesses within the company to give opinion on the
financial statements. We are responsible for directing, overseeing, and
performing the auditing of the company. We remain the sole responsible for
giving opinion on the auditing.

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
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 fiscal year and are thereof reconsidered the key audit matters. We describe
these matters in our auditors' 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 entries and records, accordingly, we
recommend approving these financial statements by the general assembly taking into
consideration what is stated in the Paragraph (Another Matter) and the Confessional
Paragraph as regards the recommendation of the committee of experts.

Amman — The Hashemite Kingdom of Jordan Naseem Shahin
16 January 2019 License No. (812)
RSM
RSM Jordan

Certified Public Accountants



Intermediate Petrochemical Industries Company Ltd.
Revised statement of financial position as at 31 December 2017

Note 2017 2017 2016
Revised Revised Dinar
Note (26) Note (26)
Dinar Dinar
Assets
Current assets
Cash on hand and at banks 3 153.008 153.008 19.593
Under collection checks 75.907 75.907 79.901
Amounts due from related parties 4 98.618 98.618 47.984
Accounts receivable 5 381.728 505.970 682.182
Inventory 6 3.478.768. 4.451.792 | 3.360.253
Other debit balances 7 461.002 461.002 121.561
Total current assets 4.649.031 5.746.297 | 4.311.474
Non-current assets
Financial assets at the fair value 8 21.810 21.810 21.487
through  the  comprehensive
income statement
Property and equipment 9 6.049.693 6.301.818 | 6.773.895
Projects in process 185.538 223.038 41.607
Total non-current assets 6.257.041 6.546.666 6.836.959
Total assets 10.906.072 | 12.292.963 | 11.148.463
Liabilities and Equity
Liabilities
Current liabilities
Due to banks 10 4.946.984 4.946.984 | 3.580.052
Post-dated checks 870 870 37.772
Accounts payable 109.487 90.362 181.278
Other credit balances 11 504.877 470.577 232.760
Total liabilities 5.562.218 5.508.793 | 4.031.862
Equity 12
Capital 7.000.000 7.000.000 | 7.000.000
Statutory reserve 69.486 69.486 69.486
Voluntary reserve 1.009.940 1.009.940 | 1.009.940
Cumulative change in the fair (7.190) (7.190) (7.513)
value of financial assets
Accumulated losses (2.728.382) | (1.288.066) | (955.312)
Total equity 5.343.854 6.784.170 | 7.116.601
Total liabilities and equity 10.906.072 | 12.292.963 | 11.148.463

The attached notes (1) to (26) for part of these financial statements and are read
together with them




Intermediate Petrochemical Industries Company Ltd.
Revised income statement for the year ended 31 December 2017

Note 2017 2017 2016
Revised Revised Dinar
Note (26) Note (26)
Dinar Dinar

Sales 13 2.929.514 2.929.514 | 2.277.947
Cost of sales 14 (2.841.723) | (2.575.298) | (2.037.879)
Total profits 87.791 354.216 240.068
Selling and distribution expenses 15 (80.041) (80.041) (56.466)
Administrative expenses 16 (427.490) (367.625) (336.644)
Financing expenses (230.804) (230.804) (168.087)
Other revenues 288 288 10.261
Provision for doubtful debts 5 (133.790) (8.788) (6.988)
Provision for dead stock 6 (973.024) 000 (41.307)
Loss of the year (1.757.070) | (332.754) (359.163)
Basic and reduced share of the (0.25) (0.048) (0.051)
loss of the year Dinar Dinar Dinar

The attached notes (1) to (26) for part of these financial statements and are read
together with them




Intermediate Petrochemical Industries Company Ltd.
Revised comprehensive income statement for the year ended 31 December 2017

Note 2017 2017 2016
Revised Revised Dinar
Note (26) Note (26)
Dinar Dinar

Loss of the year (1.757.070) | (332.754) | (359.163)
Cumulative change in the fair value 323 323 105
of financial assets
Loss and comprehensive income (1.756.747) | (332.431) | (359.058)
of the year

The attached notes (1) to (26) for part of these financial statements and are read
together with them




Intermediate Petrochemical Industries Company Ltd.
Revised statement of shareholders’ equity for the year ended 31 December 2017

Capital Statutory | Voluntary | *Cumulative | Accumulated Total
Dinar reserve reserve change in losses Dinar
Dinar Dinar fair value Dinar
Dinar

31 December | 7.000.000 69.486 1.009.940 (7.618) (596.149) 7.475.659
2015
Loss and 000 000 000 105 (359.163) (359.058)
comprehensive
income of the
year
31 December | 7.000.000 69.486 1.009.940 (7.513) (955.312) 7.116.601
2016
Previous years 000 000 000 000 (16.000) (16.000)
adjustments
Loss and 000 000 000 323 (1.757.070) | (1.756.747)
comprehensive
income
31 December | 7.000.000 69.486 1.009.940 (7.190) (2.728.382) 5.343.854

2017 Revised
Note (26)

* Under the instructions of the regulatory authorities
It is not allowed to dispose of the cumulative change in the fair value including
capitalization, distribution, loss amortization, or any other type of disposition except
for the actual realized change from selling operations. The debit balance is also
excluded from the divisible profits in accordance with the instructions of Jordan
Securities Commission.

The attached notes (1) to (26) for part of these financial statements and are read
together with them




Intermediate Petrochemical Industries Company Ltd.

Revised statement of cash flows for the year ended 31 December 2017

Notes 2017 2017 2016
Revised Revised Dinar
Note (26) Note (26)
Dinar Dinar
Sales 13 2.929.514 2.929.514 | 2.277.947
Cost of sales 14 (2.841.723) | (2.575.298) | (2.037.87
9)

Total profit 87.791 354.216 240.068
Selling and distribution expenses 15 (80.041) (80.041) (56.466)
Administrative expenses 16 (427.490) (367.625) | (336.644)
Financing expenses (230.804) (230.804) | (168.087)
Other revenues 288 288 10.261
Provision for doubtful debts 5 (133.790) (8.788) (6.988)
Provision for dead stock 6 (973.024) 000 (41.307)
Loss of the year (1.757.070) | (332.754) | (359.163)
Basic and reduced share of the (0.25) (0.048) (0.051)
loss of the year Dinar Dinar Dinar

The attached notes (1) to (26) for part of these financial statements and are read
together with them




Intermediate Petrochemical Industries Company Ltd.
Revised comprehensive income statement for the year ended 31 December 2017

Note 2017 2017 2016
Revised Revised Dinar
Note (26) Note (26)
Dinar Dinar
Loss of the year (1.757.070) | (332.754) | (359.163)
Cumulative change in the fair value 323 323 105
of financial assets
Loss and comprehensive income (1.756.747) | (332.431) | (359.058)

of the year

The attached notes (1) to (26) for part of these financial statements and are read
together with them




Intermediate Petrochemical Industries Company Ltd.
Revised statement of shareholders’ equity for the year ended 31 December 2017

Capital Statutory | Voluntary | *Cumulative | Accumulated Total
Dinar reserve reserve change in losses Dinar
Dinar Dinar fair value Dinar
Dinar

31 December | 7.000.000 69.486 1.009.940 (7.618) (596.149) 7.475.659
2015
Loss and 000 000 000 105 (359.163) (359.058)
comprehensive
income of the
year
31 December | 7.000.000 69.486 1.009.940 (7.513) (955.312) 7.116.601
2016
Previous years 000 000 000 000 (16.000) (16.000)
adjustments
Loss and 000 000 000 323 (1.757.070) | (1.756.747)
comprehensive
income
31 December | 7.000.000 69.486 1.009.940 (7.190) (2.728.382) 5.343.854

2017 Revised
Note (26)

* Under the instructions of the regulatory authorities
It is not allowed to dispose of the cumulative change in the fair value including
capitalization, distribution, loss amortization, or any other type of disposition except
for the actual realized change from selling operations. The debit balance is also
excluded from the divisible profits in accordance with the instructions of Jordan
Securities Commission.

The attached notes (1) to (26) for part of these financial statements and are read
together with them




Intermediate Petrochemical Industries Company Ltd.

Revised statement of cash flows for the year ended 31 December 2017

Notes | 2017 Revised 2016
Note (26) Dinar
Dinar

Operating activities
Loss of the year (1.757.070) (359.163)
Adjustments
Depreciations 9 443.743 200.635
Financing expenses 230.804 168.087
Profits from selling property and 000 (10.261)
equipment
Previous years adjustments (16.000) 000
Provisions for lawsuits 30.800 000
Provision for dead stock 973.024 000
Provision for doubtful debts 5 133.790 6.988
Change in assets and liabilities
Checks under collection 3.994 187.566
Accounts receivable and amounts due from 116.030 (368.737)
related parties
Inventory (1.091.539) (250.816)
Other debit balances (339.441) (52.595)
Accounts payable (71.791) (101.479)
Other credit balances 241.317 20.372
Cash flow used in operating activities (1.102.339) (356.445)
Investment activities
Acquisition of property and equipment 9 (7.947) (223.837)
Disposals and transfers of property and 288.406 11.000
equipment
Projects in process (143.931) 123.507
Cash flow from (used in) investment 136.528 (89.330)
activities
Financing activities
Due to banks 1.366.923 562.741
Post-dated checks (36.902) 20.915
Financing paid expenses (230.804) (168.087)
Cash flow from financing activities 1.099.226 415.569
Net change in cash and cash equivalent 133.415 (30.206)
Cash and cash equivalent at beginning year 3 19.593 49.799
Cash and cash equivalent at end year 3 153.008 19.593

The attached notes (1) to (26) for part of these financial statements and are read

together with them




Intermediate Petrochemical Industries Company Ltd.
Notes on the revised financial statements as at 31 December 2017

1. General

Intermediate Petrochemicals Industries Company Ltd., was established under number
(421) after the merger of Spectrum Plastic and Colors International Company Ltd.,
registered under number (4124) on 26 August 1995 and Intermediate Petrochemicals
Industries Company Ltd., registered under number (134) on 28 April 1980. The
Ministry of Industry and Trade and the Companies Control Department approved the
balances of 1 January 2006 as opening balances of the company resulting from the
merger in accordance with the decisions of the extraordinary general assemblies of the
two merging companies and their merger contract.

The capital of the company was increased to 7.000.000 Dinar upon the decision of the
general assembly on 8 October 2007 through the entrance of strategic partner.

The board of directors decided in its session of 29 March 2008 to raise
recommendation to the general assembly to approve amortizing all accumulated
losses as at 31 December 2007, totaling 478.751 Dinars in the surplus reserve and the
voluntary reserve to amortize 395.294 Dinar in the surplus reserve and 83.457 Dinar
in the voluntary reserve.

The purposes of the company include petrochemicals industries and production
marketing.

The company's financial statements for 2017 were issued on 27 March 2018 and
presented to the general assembly of the company in its meeting held on 15/9/2018.
The general assembly did not approve them for special reasons. Therefore, the
Companies Controller appointed committee of experts from licensed auditors to audit
the points stated in the reasons of disapproving the financial statements of 2017. The
committee of experts issued report containing binding recommendations.
Accordingly, the Management made amendments in accordance with these
recommendations and issued revised financial statements for the year 2017 to be
presented to the general assembly.

The attached revised financial statements were approved by the Company's Board of
Directors in its session of 16 January 2019 and they are subject to the approval of the
shareholders' general assembly.

2. Basis of preparation of the financial statements
Basis of preparation of the financial statements
The financial statements have been prepared in accordance with the
International Financial Reporting Standards (IFRS) and the interpretations
issued by the International Accounting Standards Board (IASB) in accordance
with the local laws in force.

The financial statements have been prepared in accordance with the historical
cost basis, except for financial assets that are stated at fair value through the



comprehensive income statement that are stated at the fair value at the date of
the financial statements.

The financial statements are presented in the Jordanian Dinars which is the
functional currency of the Company.

The accounting policies applied to the year are consistent with the policies
applied for the year ended 31 December 2016 except the application of new
and revised standards as explained in Note (25 A).

Sectoral Information
The business sector represents number of assets and operations that provide products
or services subject to risks and revenues that distinguish from others, which are
measured in accordance to the reports used by the Executive Director and the decision
maker of the company.

The geographical sector providing products or services within a specific economic
environment subject to risks and revenues that distinguishes thereof from other
sectors in other economic environments.

Cash and cash equivalent

It is the cash and cash balances payable within a period of three months. It includes
cash and balances with banks and financial institutions payable within a period of
three months or less after deducting the balances due to banks.

Accounts Receivable

The accounts receivable are reflected at the original amount of the invoice after
deducting the provision for bad debts. The provision for bad debts is established and
the bad debts are written off when there is evidence on the possibility of not collecting
them.

Inventory
The inventory is reflected at cost or at the net selling value, whichever is less.

The incurred costs to put each item in its place are calculated as follow:

Raw materials and spare parts, the cost is determined by using the weighted average
cost.

Ready-made products, cost of raw materials and other indirect expenses based on the
manufacturing (production) state is determined by using the weighted average cost.
The net realizable value represents the selling price estimated in normal conditions
after deducting the estimated cost to complete the production process and the
estimated costs to complete the selling process.

Financial assets at fair value through other comprehensive income
These assets represent investments in equity instruments held to generate long-term
profits and not for trading purposes.

The financial assets are recognized through the comprehensive income statement at
the fair value upon acquisition plus acquisition costs and revalued at fair value. The
change in fair value is reflected in the comprehensive income and in equity, including



change in fair value arising from translation differences on non-monetary items in
foreign currencies; if the asset is sold or part thereof, the resulting gain or loss is
recognized in the comprehensive income and in equity. The balance of the investment
valuation reserve sold is transferred directly to retained earnings/loss and not through
the statement of comprehensive income.

These assets are not subject to impairment losses. Dividends distributed are
recognized in the income statement on a separate item.

Property and equipment

The productive life shall be revised, as well as the depreciation method periodically in
order to make sure that method and duration of depreciation are in consistence with
the economic interest expected to arise from properties and equipment.

Property and equipment are depreciated by using the straight line depreciation method
and by using the following percentages:

Buildings and laboratories 4%
Machines and equipment 7%
Furnishings and furniture 10%
Devices, tools and scientific library 10%
Vehicles 15%

Property and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses. Cost of assets and accumulated depreciation is
excluded when selling or disposing of property and equipment and any profits or
losses are recognized in the income statement.

Where the recoverable amount of any property and equipment is less than its net book
value, the amount thereof is reduced to its recoverable amount and the impairment
loss is recognized in the income statement.

Projects in process
Projects in process are stated at cost and they include the construction cost and direct
expenses.

Accounts payable and accruals
The payable liabilities for received services are established whether claimed by the
supplier or not.

Offsetting

The offsetting is done between the financial assets and the financial liabilities. The net
value is represented in the financial statements if there are legally binding rights
thereof, also when adjusted on the basis of offsetting, or when the realizing of the
assets and the adjustment of the liabilities are at the same time.

Provisions

The provisions are recognized when there is legal or actual obligation on the company
resulting from previous event. Liabilities might be paid and their value could be
measured in a reliable manner. Provisions are reviewed at the date of the financial



statements and their value is adjusted based on the latest information available to the
company.

Provision for employees' end-of- service benefits

The annual benefits paid to the employees leaving the service are registered on the
account of the provision for end-of-service benefits. The paid benefits higher than the
provision booked in the comprehensive income statement are realized upon payment
thereof. The provision for the obligations of the company for the employees' end-of-
service benefits is reflected in the comprehensive income statement.

Provision for employees' leaves

The provision for employees' leaves is recognized in accordance with the company's
internal instructions and the amounts are transferred to this provision in accordance
with the accrual basis.

Recognition of Revenues and Expenses

The sales revenues are recognized on the fair value basis of the collected or expected
to be collected consideration. The revenues are reduced in the sales provisions and
any other similar provisions.

The revenue of the goods sales is recognized upon meeting the following conditions:
When the company transfers the material benefits and risks related to the ownership
of the goods to the buyer.

When the company no longer holds the ownership of the goods as a continuous
administrative intervention and when the company has no actual control over such
goods.

When economic benefits related to the selling process are expected to be generated.
When the incurred costs or the costs to be incurred in the selling process could be
calculated in a reliable manner.

Commissions are registered as revenue upon the provision of services related thereto.
The dividends of the companies are recognized upon their realization (approved by
the shareholders' general assembly).

The expenses are recognized in accordance with the accrual basis.

Income tax
Income tax expense includes payable taxes and deferred taxes.

Payable tax expenses are calculated on the taxable profits basis. The taxable profits
differ from the profits stated in the financial statements as the stated profits represent
non-taxable revenues or not-deductible expenses in the financial year but in
subsequent years or the accumulated losses, or items not taxable or deductible for tax
purposes.

The taxes are calculated on the basis of the established tax rates in accordance with
the laws applicable in the Hashemite Kingdom of Jordan.

Deferred taxes are the taxes expected to be paid or recovered due to temporary time
differences between the amount of assets and liabilities in the financial statements and
the amount determined for tax purposes. Deferred taxes are calculated by using the



commitment method in accordance with the tax rates expected to be applied when
settling the tax obligation or tax assets are realized.

Foreign Currency

Transactions in foreign currency during the year are recorded at the exchange rate
prevailing at the date of such transactions. The assets and liabilities registered in the
foreign currency are retranslated at the exchange rates prevailing at the date of the
statement of the financial position announced by the Central Bank of Jordan.

Using estimations

The preparation of the financial statements and the application of the accounting
policies require the management to make estimates and judgments that affect the
amounts of financial assets and liabilities, and disclose potential liabilities. These
estimates and judgments also affect the income, expenses and the resultant provisions
as well as the reserve for the valuation of financial assets at fair value and in particular
require the management to make judgments to estimate the amounts and timing of
future cash flows and their timing arising from the future circumstances of those
estimates. These estimates are necessarily based on multiple hypotheses and factors
with varying degrees of estimation and uncertainty and actual results may differ from
estimates as a result of future changes in the conditions and circumstances of those
provisions.

The management of the company believes that the estimates stated in the financial
statements are reasonable taking into consideration the amendments of the committee
of experts as detailed below:

The management makes provision for slow moving and damaged stock in accordance
with the applied accounting policy where the recoverable value of the stock is
compared with the book value of such stock to determine the value of provision.

The management makes provision for the accounts receivable impairment in
accordance with the applied accounting policy where the recoverable value of the
receivables is compared with the book value of such receivable taking into
consideration the guarantees and settlements of each receivable separately.

The management periodically recalculates the productive life of the tangible and
intangible assets to calculate the annual depreciations and amortizations based on the
overall condition of these assets and the future expected productive life. The
impairment loss is reflected in the comprehensive income statement.

The management periodically reviews the financial assets which are reflected at cost
to estimate any impairment in their value, and such impairment is reflected in the
comprehensive income statement of the year.

A provision is made for the issues against the company based on a legal study
prepared by the company legal advisors, which indicates the potential risks that the
company may incur in the future due to these cases. Such studies are reviewed
periodically.



A provision is made for the income tax for the profits of the current year, the tax
estimates accrued and expected from the previous year in case of reaching final
settlement with the Income Department for the previous year.

Levels of fair value: The level must be defined and disclosed in the fair value serial
under which the fair value is measured in full and the fair value measurements are
separated in full in accordance with the levels stated in the International Financial
Reporting Standards. The difference between level 2 and level 3 of the fair value
measurements means evaluating whether the information or inputs are noticed and the
significance of the unnoticed information which requires developing judgments and
accurate analysis of the used inputs to measure the fair value, taking into
consideration all factors related to the asset or liability.

3. Cash on hand and at banks

2017 2016
Dinar Dinar
Cash on hand 771 1.394
Cash at banks 152.237 18.199
153.008 19.593
4. Transactions with related parties

Transactions with related parties represent the transactions with main
shareholders and the executive upper management of the company.

Amounts due from related parties

Nature of relation Size of 2017 2016
dealing Dinar | Dinar
2017
Mohammad Mahmoud | General manager of Arab Electrical 114.550 98.618 | 47.984
Al-Qaisi Industries Company / Board Member
5. Accounts receivable
2017 2016
Dinar Dinar
Trade Receivables 968.000 1.144.089
Provision for doubtful (627.254) (493.464)
debts
Payments for supplies 40.982 31.557
381.728 682.182
Below is the movement on the provision for doubtful debts:
2017 2016
Dinar Dinar
Balance of beginning year 493.464 486.476
Provision for the year 133.790 6.988
Balance end of the year 627.254 493.464




6. Inventory

2017 2016
Dinar Dinar
Raw materials 2.579.579 2.051.311
Finished goods 1.441.709 942.613
Spare parts 340.694 333.612
Packing and packaging 89.810 74.024
4.451.792 3.401.560
Provision for slow-moving inventory (973.024) (41.307)
3.478.768 3.360.253
Below is the movement on the provision for doubtful debts:
2017 2016
Dinar Dinar
Balance of beginning year 41.307 000
Provision for the year 973.024 41.307
Provision no longer needed (41.307) 000
Balance end of the year 973.024 41.307
7. Other Debit balances
2017 2016
Dinar Dinar
Insurance companies claims* 391.337 000
Accrued accounts payable 22.191 22.191
Deposits 14.349 14.349
Refunded deposits 14.091 14.091
Provisions for income tax 10.060 10.041
Prepaid expenses 5.225 8.726
Letters of credit 3.412 51.826
Other provisions 337 337
461.002 121.561

* An initial claim resulting from the polyester factory fire. It was submitted to the
insurance company (Almanara Insurance Company). As the insurance company did
not respond to the company's claim, a lawsuit was filed before the arbitration tribunal
claiming the damages of 767.472 Dinar. The arbitration tribunal decision was not
issued till 31 December 2017 and there is no written letter indicating the negotiations
or correspondence between the two companies as regards the financial claims and the

amount of damages.

8. Financial assets at the fair value through the comprehensive income
statement
2017 2016
Dinar Dinar

Financial assets without market prices

21.810

21.487




The financial assets are recognized at the fair value through the comprehensive
income statement. It is practically not possible to measure the fair value in a reliable
manner at cost or the book value.

9. Property and equipment

Lands Buildings Tools and Vehicles Devices | Furnishings | Scientific Total
Dinar and labs* | equipment* Dinar and tools and library dinar
Dinar Dinar Dinar furniture Dinar
Dinar

Cost
31 December | 1.239.611 | 2.172.147 4.490.378 189.461 263.433 25.491 8.414 8.388.935
2016
Additions 000 000 4.339 950 2.658 000 000 7.947
Disposals and 000 (79.700) (292.926) 000 000 000 000 (372.626)
transfers
31 December | 1.239.611 | 2.092.447 4.201.791 190.411 266.091 25.491 8.414 8.024.256
2017
Accumulated
depreciation
31 December 000 443,502 863.073 119.662 160.217 21.108 7.478 1.615.040
2016
Depreciation 000 83.697 309.454 21.597 23.678 4.382 935 443.743
of the year
Disposals and 000 (25.250) (58.970) 000 000 000 000 (84.220)
transfers
31 December 000 501.949 1.113.557 141.259 183.895 25.490 8.413 1.974.563
2017
Book value
31 December | 1.239.611 | 1.728.645 3.627.305 69.799 103.216 4.383 936 6.773.895
2016
31 December | 1.239.611 | 1.590.498 3.088.234 49.152 82.196 1 1 6.049.693
2017

The factory's lands and buildings are mortgaged to the Housing Bank for Trade and
Finance against facilities granted to the company

* It refers to the fire of the Polyester Factory and the accompanied services in 2017.
These assets were excluded and after defining the book value of the rehabilitative
assets there were transferred to projects in process to rehabilitate them. It is expected
to complete the project before the end of first quarter of 20109.

10. Due to banks
Interest | Facilities limit 2017 2016
rate % Dinar Dinar Dinar
Revolving loan 4.5 4.900.000 4.496.774 | 3.123.442
Debit current balance 9 500.000 431.515 423.602
Checks loan under collection 9 800.000 000 8.596
Société Générale loan 7.25 - 18.695 24.412
4.946.984 | 3.580.052
11. Other credit balances
2017 2016
Dinar Dinar
Outstanding accounts payable 280.073 000
Shareholders' accounts payable 94.766 95.572
Accrued expenses 42.806 37.953
Provisions of sales tax 32.300 58.369




Provision for lawsuits 30.800 000
Transportations of the Board members 15.779 14.802
Social security subscriptions 4.077 4.234
Fees and stamps 3.500 000
Other provisions 776 330
Pre-collected payments 000 21.500
504.877 232.760
12. Equity
The capital

13.

The authorized paid-up capital is 7.000.000 Dinar divided into 7.000.000
shares of nominal value of one Dinar each.

Statutory reserve

The amounts of this account represent the 10% transferred from the annual
profits before taxes during the year and the previous years. It may not be
stopped before the statutory reserve equals 25% of the company's authorized
capital. However, with the approval of the general assembly of the company
the deduction may continue annually until such reserve equals the authorized
capital of the company. This reserve is non-distributable as a dividend to
shareholders, after exhausting the other reserves, the general assembly may
decide at an extraordinary meeting to extinguish the accumulated losses from
the amounts collected in the statutory reserve account and shall be rebuilt in
accordance with the provisions of the law.

Voluntary reserve

The voluntary reserve represents the deductions made from net annual profits
on a rate of 20% during the year and the previous years. This reserve is used
for the purposes decided by the Board of Directors. The general assembly may
distribute it in whole or any part thereof as dividends to the shareholders.

Sales

The main activity of the company is in the field of intermediate chemicals industry.
The table below summarizes the company's sales per the sectoral distribution:

2017 2016
Dinar Dinar
Local sales 1.390.258 2.020.805
Export sales 1.539.256 257.142
2.929.514 2.277.947
14.  Cost of sales
2017 2016
Dinar Dinar
Raw materials used in production 2.674.280 1.648.521
Packing and packaging materials 27.517 31.670
Industrial expenses (14/1) 239.805 239.681
Depreciations 399.217 155.853
Cost of manufactured goods 3.340.819 2.075.725




Finished goods at the beginning of the year 942.613 904.767
Finished goods at the end of the year (1.441.709) (942.613)
2.841.723 2.037.879

(14/1) Industrial expenses

2017 2016

Dinar Dinar
Salaries and wages 135.361 140.157
Electricity and water 63.041 59.172
Fuel 10.765 12.241
Maintenance 10.592 8.131
Insurance 8.199 8.845
Vehicles 6.001 4.681
Entertainment and cleaning 4.176 3.927
Other 1.670 2.527

239.805 239.681

15.  Selling and distribution expenses

2017 2016

Dinar Dinar
Transportation and shipping 55.861 23.244
Salaries and wages 12.868 24.884
Electricity and water 2.891 2.727
Vehicles 2.727 2.492
Selling commissions 2.556 000
Other 1.615 2.679
Stamps and fees 1.523 440

80.041 56.466
16.  Administrative expenses

2017 2016

Dinar Dinar
Salaries and wages 192.809 185.584
Depreciations 44.526 44.784
Provision for lawsuit 30.800 000
Fees and licenses 24.085 22.913
Transportation of the Board members 15.779 14.802
Expenses and income tax of previous years 19.500 935
Vehicles 14.404 8.362
Company's headquarter 12.527 12.677
Professional fees 28.131 11.169
Electricity and water 8.695 8.212
* Annual leaves allowance 7.301 000
Post and telephone 6.079 6.039
Maintenance 5.043 3.231
Bank commissions 4,773 4.535
Fines 3.471 285
Insurance 2.349 4,944




Stationery and publications 2.177 1.226
Entertainment and cleaning 1.861 388
Shareholders' meeting 1.703 1.491
Other 967 4.424
Transportation 510 643
427.490 336.644

17.

A sum of 7.000 Dinar was paid as annual leaves allowance to the Chairman of
the Board of Directors for two years in 2017.

Risk management

Interest Rate Risk

Interest rate risks result from the probability the changes in the interest rate
may affect the value of the company's losses or the fair value of the financial
instruments. Whereas the majority of the financial instruments has fixed
interest rate and recognized in the amortized cost, the sensitivity of the
company's loss and the equity to the change in the interest rate is not
significant.

Foreign currency risks

Foreign currency risk is the risk of fluctuation in the value of financial
instruments due to fluctuations of foreign exchange rates. Whereas the
majority of company transactions are in Jordanian Dinar and US Dollar, and
whereas the Dinar exchange rate is pegged to the US Dollar, the balances in
the US Dollar don’t represent significant risks of foreign currency fluctuation
and the sensitivity of the company's loss and the equity to the change in
foreign currency rates is not significant.

Credit Risk

The Risk of credit are the risks of the company's exposure to financial loss as a
result of failure of customer or party dealing with the company in financial
instrument to satisfy their contractual obligations. Such risks mainly result
from trade receivables.

The value the financial assets represents the maximum value of the assets
which may be exposed to credit risks as at the date of the financial statements
as follow:

2017 2016

Dinar Dinar

Balances with banks 152.237 18.199
Checks under collection 75.907 79.901
Amounts due from related parties 98.618 47.984
Accounts receivable 381.728 682.182
Other debit balances 455,777 112.835
1.164.267 941.101

Liquidity risks

Liquidity risks represent the inability of the company to meet its obligations on
maturity dates. The Company's management of the liquidity lies in ensuring that the




company always keeps sufficient liquidity to meet its obligations when they fall
payable in normal and contingency conditions without taking any unaccepting losses
or risks that may affect the reputation of the company, and that there is no material
effect of such type of risks on the company by maintaining credit facilities.

The following table summarizes the distribution of the financial liabilities (not
deducted) as at 31 December on the basis of the remaining period of the contractual
maturity and the current market interest rates:

Less than one year Total
Dinar Dinar
31 December 2017
Due to banks 4.946.984 4.946.984
Post-dated checks 870 870
Accounts payables 109.487 109.487
Other credit balances 504.877 504.877
5.562.218 5.562.218
31 December 2016
Due to banks 3.580.052 3.580.052
Post-dated checks 37.772 37.772
Accounts payables 200.403 200.403
Other credit balances 232.760 232.760
4.050.987 4.050.987
18.  Fair value of the financial instruments
The financial instruments are represented in the financial assets and financial
liabilities.
The financial assets consist of cash on hand, cash at banks, checks under
collection, receivables, and other debit balances. The financial liabilities
consist of due to banks, post-dated checks, accounts payable, and some other
credit balances.
The fair value of the financial instruments does not significantly differ from
the book value of these instruments.
19.  Lawsuits filed against the company
The lawsuit filed by Plaintiff Al-Rayyan Establishment for Transport under
number 499/2009 before West Amman Magistrate Court claiming transporting
charges of 5.800 Dinar from the company in addition to the fees, expenses,
attorney fees and legal interest. The decision obtained the final degree.
The lawsuit filed against the company by attorney Late Baha'a Hekmat before
the Committee of Estimating the Attorney Fees under number 1/2009. A
decision was issued obligating the company to pay 25.000 Dinar. The
company's management took the provision of lawsuits as a hedging and in
accordance with the recommendations of the committee of experts in the full
amount of 30.800 Dinar and it was established retroactively.
20. Income tax

The provision for the income tax due on the results of the company's activities
for the year ended 31 December 2017 was not calculated because of tax loss.




The company filed the self-estimation statement to the Income and Sales Tax
Department for the results of the activities of the year ended 31 December
2016. The Department did not review the accounting records as of the date of
preparing these financial statements.

The company filed the self-estimation statements to the Income and Sales Tax
Department for the results of the activities of the year ended 31 December
2015, and the estimation decision was amended.

The company filed the self-estimation statement to the Income and Sales Tax
Department for the results of the activities of the year ended 31 December
2014. The self-estimation statements were approved within the samples
system.

The company filed the self-estimation statement to the Income and Sales Tax
Department for the results of the activities of the year ended 31 December
2011 and the Department reviewed the records, and the tax status was settled
for this year.

The company filed the self-estimation statements to the Income and Sales Tax
Department for the years 2010, 2009, and 2008 and provision for the income
tax for the results of the company's activities for these years was not calculated
as the old management was persuaded that there is no income tax on the
company because of the accumulated losses. A decision was issued by the
Income and Sales Tax Department imposing a tax of 38.985 Dinars for the
year 2008, 84.739 Dinar for the year 2009 and 39.716 Dinar for the year 2010.
The company objected the decision and the case is under the action of the
technical expertise. Regarding the letter of the attorney as regards the year
2010, a decision was issued by the court of first instance by error and it was
appealed by both parties (the company and public prosecutor), and was
returned to the court of first instance to consider it. It is expected to cancel the
tax of 18.442 Dinars and the legal compensation of 21.274 Dinar and carry
over the loss of the year amounting 53.045 Dinar and/or have new expertise as
regards this year as the judges were changed.

And to revoke the appealed decision and announce it, the decision of the
objection board for the years 2008 and 2009 which imposes income tax and
legal compensation of 163.440 Dinar and return the file to the auditor of the
first defendant for enforcement in accordance with the decision of the
preliminary assessment unless the plaintiff files tax declarations for the years
2008 and 2009. The plaintiff company shall incur the following as a result of
this decision:

Prepare income tax declarations for the years 2008 and 2009 and file them to
the Department as the last legal judgments established that the issuance of the
preliminary assessment decision in accordance with Article 30 of the Income
Tax Law No. (28) of 2009 shall not be considered final for the purposes of
objection or juridical appeal, and shall be revoked legally if the taxpayer files
his tax declaration. This applies to the tax declarations filed by the plaintiff
company for the years 2008, 2009 and 2010 noting that the tax declarations for
the years 2008, 2009 and 2010 were filed, the Department has the right to
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22.

23.

audit the declarations to be filed by you for the said years and the decisions to
be issued by the auditor shall be objectionable before the court if not settled.

The company filed the self-estimation statements to the Income and Sales Tax
Department for the results of the activities of the year ended 31 December
2007 where the announced accumulated losses totaled 377.815 Dinar and a
decision was issued to carry over losses of 42.778 Dinar. The company
objected the decision and the case is still before the expertise where the
expert's report concluded that the tax accepted losses total 308.941 Dinar.
After discussions with the assessor, an annex was provided to the expertise
indicating that 310.071 Dinar were carried over. This is stated in the attorney
letter. As regards the decision of the court, it is clear where the file will be
returned to the objection board at the Income and Sales Tax Department to
approve the objection board decision for the year 2007 by a properly formed
and authorized committee as the previous decision was not approved by all
approval committee members on the objection board decision. The
Department issues new notification to the company and the new notification
shall be objectionable before the competent court; i.e., the tax court of first
instance.

Contingent liabilities

On the date of financial statements, the company has contingent liabilities
represented by bank guarantee issued with amount of 67.310 Dinars as at 31
December 2017.

Transactions with Related Parties
Transactions with related parties are the transactions performed with the
partners and the top executive management of the company.

Top executive management benefits

The salaries and remunerations of the top executive management for the year
ended 31 December 2017 reached 138.129 Dinar (2016: 127.200 Dinar) where
a sum of 7.000 Dinar was paid as annual leaves allowance to the Chairman of
Board of Directors for two years in 2017.

Management of Capital

The main objective of the company capital management is to ensure the
maintenance of the capital ratios in a manner supporting the company activity
and maximizing the equity.

The company manages the capital structure and makes the necessary
amendments according to the work conditions. The company did not make any
amendments on the objectives, policies or procedures of restructuring of
capital during this year and previous year.

The items included in the capital restructuring represent the capital, statutory
and voluntary reserve, accumulated change in the fair value of financial assets
and accumulated losses totaling 5.343.854 Dinar as at 31 December 2017
(20.16: 6.784.170 Dinar).
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Fair value levels

The table below analyses the financial instruments registered in the fair value
based on the valuation method. The different levels are defined as follow:
Level 1: The announced prices (unadjusted) of assets and liabilities are
identical in active markets.

Level 2: Information on the announced price included in level 1 allocated for
the asset or liability whether directly (such as prices) or indirectly (derived
from the prices).

Level 3: Information on the asset or liability not based on those allocated from
the market (unstated information).

Level 1 | Level 2 Level 3 Total

Dinar Dinar Dinar Dinar
2017
Financial assets at the fair value 000 21.810 000 21.810
2016

Financial assets at the fair value 000 21.487 000 21.487

Implementation of new and revises International Financial Reporting

Standards

A. New and revised International Financial Reporting Standards
The accounting policies applied in the preparation of the financial
statements are consistent with the policies applied for the preparation of
financial statements for the year ended 31 December 2016 except that the
company applied the following amendments as of 1 January 2017:

Amendments to IAS No. (7) — Cash flows statement — Disclosures

The amendments include addition of clarifications about the liabilities
arising from financing activities including cash and non-cash changes
(such as profits and losses of foreign currencies). The implementation of
these amendments has no effect on the financial statements of the
company.

Amendments to IAS No. (12) — Income Tax — Recognition of Deferred
Tax Assets for Unrealized Losses

The amendments include what is related to the income tax law and if it
registers the tax profit resources that could be utilized to decrease the
temporary time differences when reflected, in addition to some other
certain amendments. The implementation of these amendments has no
effect on the financial statements of the company.

B. Inapplicable new and revised International Financial Reporting
Standards
Below are the International Financial Reporting Standards and
Interpretations which did not come into force as at the date of the
Company's financial statements. The Company intends to apply such
amendments as of the date of the compulsory implementations:
IFRS 9:
In July 2014, IASB issued the final version of IFRS 9 (Financial
Instruments) as  replacement of IFRS 39 (Financial  Instruments:



https://www.iasplus.com/en/standards/ias/ias39

Recognition and Measurement) and all previous versions of IFRS 9. The
Standard includes all three accounting aspects related to the financial
instruments:

Recognition and measurement, impairment, derecognition and general
hedge accounting. The company implemented the first phase of IFRS 9
issued in 2009. The initial implementation of the first phase of the
Standards was on 1 January 2001.

The new version of IFRS 9 shall be effective for periods beginning on or
after 1 January 2018 with early adoption permitted. The Standard shall be
implemented retroactively except the hedging accounting. IFRS 9 includes
relieving companies from amending comparative figures.

The company will apply the new standard as of the date of the compulsory
implementations. The company will not amend the comparative figures.

A. Classification and measurement
The company does not expect material effect on the consolidated financial
position or the equity as a result of applying the classification and measurement
new requirements of IFRS 9.

B. Value impairment
The new standard sets up model for the expected credit loss for all financial
debt instruments classified at amortized cost or classified as financial
instruments through the other comprehensive income.

Realized credit losses compared to expected credit losses in accordance with the
new standard

The implementation of the principle of expected credit losses will result in change in
the models and principles of calculating and registering the credit losses in a material
manner. That means that the provision for expected credit losses represents the credit
losses that must reflect an amount of the provision and depend on many scenarios in
different weights. It depends on evaluating a number of possible results and time
value and the correctness of information about previous events, current situations, and
future expectations of the economic situation. While, in comparison with the current
realized loss (default instruments) under IAS 39 which includes the best assessment of
the time value of the funds and information on the previous events within the current
conditions. The implementation of the new impairment measurement model aims at
registering the loss for the whole period for all financial instruments that had material
increase in credit risks since the preliminary recognition. Therefore, the provision for
the expected credit losses will be calculated wither by the expected credit losses for
twelve months or by the expected credit losses over the age of the financial
instruments whose credit risks increased since the preliminary recognition thereof. In
comparison with the current model of the realized losses which recognizes the credit
loss for each period when there is evidence on impairment in addition to the credit
risks of the default undefined instruments because of adding or creating regression
concept or increasing credit risks taking into consideration the future information. The
model of the expected credit losses cancels the need to have certain value or
significant event per the realized loss model as the expected credit losses over the age
of the financial instruments are recognized in accordance with IFRS 9.



Major factors affecting the calculation of the expected credit losses:

The following factors are subject to high degree of judgment which will have

significant effect on calculation and size of expected credit losses:

1. Defining the time of increasing credit risks of the financial instruments.

2. Measuring the credit loss for 12 months over the age of the financial
instruments.

3. Use the future information by using a number of expected scenarios.

4.  Quality of guarantees.

IAS 15: Revenue from contracts with customers

IAS 15 clarifies the accounting treatment of all types of revenues from contracts with
customers. It applies to all entities entering into contracts to supply services and goods
to the customers except the contracts subject to other standards such as IAS 17
(Leases).

This standard replaces the following standards and interpretations:

IAS 11 Construction contracts

IAS 18 Revenues

Interpretation 13 Client Loyalty Programs

Interpretation 15 Agreement for the Construction of Real Estate
Interpretation 18 Transfers of Assets from Customers

Interpretation (31)  Revenue — Barter transactions involving advertising services

The standard shall be applied for the periods on or after 1 January 2018. Earlier
application is permitted.

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture

The amendments focus on the contradiction between IFRS 10 and IAS 28 as regards
losing control over the affiliated company as a result of selling or transferring the
investment in the affiliated company to associate or joint ventures. The amendments
set out that all profits or losses resulting from sale or transfer of assets that meet the
definition of entity must be recognized in accordance with IFRS 3 between the
investor and the associate or joint venture. The profits or losses resulting from sale or
transfer of assets that don’t meet the definition of entity between the investor and the
associate or joint ventures are recognized to the extent of the investor's share in the
associate or the joint ventures.

The standard shall be applied for the periods on or after 1 January 2019. Earlier
application is permitted.

Amendments to IFRS 2 - Classification and measurement — Share-based
payment transactions.

IASB issued amendments to the IFRS 2 — Share-based payment. The amendments
include three main issues: Effect of maturity conditions on measuring the share-based
payment transaction against cash, classification of share-based payment transaction
with the option of settlement against tax obligations, and amendments accounting on
the terms and conditions of the share-based payment transaction which changes its
classification from share-based payment transaction against cash to share-based
payment transaction against equity instruments.



These amendments shall be applied in future for the periods on or after 1 January
2018. Earlier application is permitted.

IAS 16: Leases
IASB issued the IFRS 16 (Leases) in January 2016 which sets up the principles for
the recognition, measurement, presentation, and disclosure of leases.

The requirements of IFRS 16 are materially similar to the accounting requirements of
IAS 17. Accordingly, a lessor continues to classify its leases as operating leases or
finance leases, and to account for those two types of leases differently.

IFRS 16 requires a lessee to recognize assets and liabilities for all leases with a term
of more than 12 months, unless the underlying asset is of low value. A lessee is
required to recognise a right-of-use asset representing its right to use the underlying
leased asset and a lease liability representing its obligation to make lease payments.

The standard shall be applied for the periods on or after 1 January 2019. Earlier
application is permitted.

IFRS 17 — Insurance Contracts

The standard establishes principles for the recognition, measurement, presentation and
disclosure of insurance contracts issued. It replaces IFRS 4 - Insurance Contracts. It
applies to all types of insurance contracts (such as life contracts and other direct
insurance contracts and re-insurance contracts) without consideration to the entity
issuing the insurance contract. It also applies to some financial guarantees and
instruments. The general framework of the standard includes using the variable fees
method and premium distribution method.

The standard shall be applied for the periods on or after 1 January 2021. Earlier
application is permitted.

Amendments to 1AS 40: Investing Property

These amendments set out when the company must transfer (reclassify) the real
estates including real estates in process or development to or from the real estate
investments item.

The amendments provide that the change in using the real estate takes place upon
meeting the requirements of defining the real investments (or in case the definition
requirements are no longer available) and there is evidence on the change in use. The
mere change in the management intention to use the real estate does not represent
evidence on the change in use.

These amendments shall be applied in future for the periods on or after 1 January
2018. Earlier application is permitted.

Amendments to IFRS 4 — Implementation of IFRS 9 "Financial Instruments™
with IFRS 4 "Insurance Contracts"

In July 2016, IASB issued amendments to the IFRS 4 to address the issues resulting
from the difference between the date of applying IFRS 9 and the new IFRS 17:



Insurance Contracts. The amendments propose to the entities that issue contracts
subject to IFRS 4: Temporary Exemption from applying IFRS 9 by reclassifying the
profit or loss resulting from financial assets during the period from the income
statement to the comprehensive income statement as if the entity applied 1AS 39 to
these financial assets.

These amendments shall be applied in future for the periods on or after 1 January
2018. Earlier application is permitted.

Interpretation 22 — Foreign Currency Transactions and Advance Consideration
This interpretation clarifies when the prevailing exchange rate to be used for
preliminary recognition related to asset, expense, or income (or part of it) or when
canceling non-monetary asset or non-monetary liability related to advance
consideration, the transaction date shall be the date on which the entity initially
recognizes the non-monetary asset or non-monetary liability arising from the advance
consideration.

Entities may apply these amendments retroactively or in future.

This interpretation shall be applied in for the periods on or after 1 January 2018.
Earlier application is permitted.

Interpretation 23 — International Financial Reporting Interpretations Committee
- Uncertainty over Income Tax Treatments

The Interpretation clarifies the accounting treatment of the income tax whenever tax
treatments involve uncertainty that affects the application of IAS 12. It does not apply
to the taxes and fees not included in IAS 12 and it does not include requirements on
fees and fines related to uncertain tax treatments. The entity must define whether an
entity considers uncertain tax treatments separately.

This Interpretation shall be applied for periods beginning on or after 1 January 2019
with certain exemptions of application.

The company expects to apply these new standards, interpretations and amendments
in preparing the financial statements at the date of their validity and the possibility of
applying them. Adoption of these new standards, interpretations, and amendments,
except IFRS 16, will not have significant effect on the financial statements of the
company during the initial period of application. The management of the company
expects adoption of the two IFRSs 9 and 15 in the financial statements of the
company for the annual periods beginning on or after 1 January 2018 and the adoption
of the IFRS 16 in the financial statements of the company for the year beginning on 1
December 20109.

The application of IFRS 16 may have significant effect on the financial amounts and
disclosures in the financial statements of the company as regards the leases. However,
it is not practical to provide reasonable assessment of the consequences of applying
these standards until the company makes review on this regard.
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Amending financial statements balances for the year 2017 needs the
approval of the general assembly in accordance with article 196/B of the
Companies Law:

Financial statements for the company were issued on 27 March 2018 and

presented to the general assembly of the company in its meeting held on

15/9/2018. The general assembly did not approve them for special reasons due

to not approving the financial statements for the year 2017.

The Companies Controller appointed committee of experts from licensed

auditors to audit the points stated in the reasons of disapproving the financial

statements of 2017.

The committee of experts issued report containing results and

recommendations for each item contained the summary of the reasons of not

approving the financial statements for the year 2017, recommending in the
report to implement their recommendations and present the revised Financial
statements to the company's auditor and re-issue his opinion thereon.

We note that under the letter of the Companies Controller mandate the

recommendations of the committee shall be binding after presenting them to

the general assembly then to amend the balance sheet and the account of
profits and losses accordingly.

o  The amendments under the report of the committee of experts included
proving the effect of the following in the year 2017:

o Re-valuate the productivity life of some property and equipment items
for the year 2017 in accordance with the judgments and
recommendations of the committee of experts appointed by the
Companies Controller.

o Increase the provision for doubtful debts for the year 2017 to hedge all
non-performing liabilities and include them in the provision.

o Make full provision for dead stock and spare parts from a period of time
without defining the net fair value and verify whether they have selling
value in the market or they are stock in accordance with the committee’s
report, noting that the committee is responsible for assessing and making
the provision in accordance with procedures, opinion and
recommendations of the said committee in the introduction of the
expertise report.

Amend other items in accordance with new information having financial effect

included relatively small different balances resulting from lawsuits and

attorney fees in accordance with the recommendations of the committee of
experts, in addition to disclosures of certain items added in the introduction of
the revised financial statements.

The amendments mentioned above relate to the amendment of the financial

statements of the year 2017 and they were not approved, in addition to other

amendments related to previous periods. The financial statements of the year

2017 were amended. Therefore, the management of the company established

the effect of the amendments in the revised financial statements of the year

2017 in accordance with the decision of the committee of experts, noting that

IAS 8 and 1 allow making amendments to the financial statements of previous

years in case there is inaccurate interpretation of the previous facts as a result

of incomplete information then and requires the company to present third
statement of the financial position as at the beginning of the previous period.



Some of the accounts balances were amended. Below is the effect of the amendment
to the issued financial statements which were not approved by the general assembly:

Balance before | Amendment | Balance after
amendment Dinar amendment
Dinar Dinar
Financial position items
Accounts receivable / employees 10.503 760 11.263
receivables
Project in process / pvc-jump 41.652 (37.500) 4.152
Machines and equipment 3.407.824 (7.200) 3.400.624
Provision for buildings and (465.904) (36.045) (501.949)
laboratories depreciation
Provision for machines and (722.820) (175.139) (897.959)
equipment depreciation
Provision of machines and (181.859) (33.741) (215.600)
equipment depreciation /
laboratories and services
Provision for doubtful debts (502.252) (125.002) (627.254)
Provision for fees and stamps 000 (3.500) (3.500)
Provision for lawsuits 000 (30.800) (30.800)
Provision for dead stock 000 (973.024) (973.024)
Other accounts payable 14.077 (19.125) (5.048)
Accumulated losses* 2.712.382 16.000 2.7128.382
Totl (1.424.316)
* Accumulated Losses
Balance
Dinar
Accumulated losses 31 December 2016 955.312
2017 income before amendments 332.754
Accumulated losses balance before amendments 1.288.066
Amendments affected the income statement 1.424.316
Accumulated losses balance after income statement amendment 2.712.382
Amendments affected the equity 16.000
Balance of accumulated losses 2.728.382

Balance before | Amendments | Balance after
amendment Dinar amendment
Dinar Dinar
Income statement items
Healthcare expenses 7.543 (760) 6.783
Cost of local sales 2.575.298 21.500 2.596.798
Salaries and wages 301.490 7.200 308.690
Provision for buildings and 47.652 36.045 83.697
laboratories depreciation
Provision for machines and 84.331 175.139 259.470

equipment depreciation




Provision of machines and 16.244 33.741 49,985
equipment depreciation /

laboratories and services

Provision for doubtful debts 8.788 125.002 133.790
Provision for dead stock 000 973.024 973.024
Administrative expenses / 000 19.125 19.125
attorney fees and lawsuits fees

Provision for lawsuits 000 30.800 30.800
Ministry of Finance fees and 60 3.500 3.560
stamps

Total 1.424.316
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