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Attached is a hard copy of the Annual Report of (Hayat
Pharmaceutical Industries CO. PLC) for the fiscal year

ended at 31/12/2018, With a CD.
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Kindly accept our highly appreciation and respect

Hayat Pharmaceutical Industries CO. PLC

Chairman of the Board
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INDEP C PUBLIC ACCOUNTANT'S T
To the shareholders of

Hayat Pharmaceutical Industries Company
Report on auditing the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Hayat Pharmaceutical Industries
Company (P.L.C), which comprise of the consolidated statement of financial position as of December 31,
2018, and the related consolidated statements of comprehensive income, consolidated Statement of owners’
cquity and consolidated statement of cash flows, for the year then ended, notes to the consolidated financial
statements and a summary of significant accounting policics and other explanatory information,

In our opinion, the consolidated financial statements present fairly, in all material respeets, the consolidated
statement of financial position of Hayat Pharmaceutical Industries Company. (P.L.C) as of December 31,2018,
and its consolidated financial performance and consolidated cash flows for the year then ended are in
accordance with International Financial Reporting Standards,

Basis for Opinion

We conduct our audit in accordance with Intemational Standards on Auditing. Our responsibilities under those
standards are further described in Auditor's Responsibilities for the audit of the Financial Statements. We are
independent of the company in accordance with Interational Standard Board Code of Ethics for professional
accountants (“the code™) and we have fulfilled our other ethical responsibilities in accordance with the code,

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

Key auditing matters

Basic auditing matters, according to our professional judgment are matters that had the significant importance
in our auditing procedures that we performed to the consolidated financial staiement. The basic auditing
matters have been addressed in our auditing workflow to the consolidated financial statements as we do not
express separate opinions,

Key auditing matters
Inventory

At 1 lonal  Fi 1 R
'

g fo ¥ ing
Stundards, the Company must that the
value of inventory is reported based ou the lower of
cost or net realizable value and d ining
impairment of inventory (if any) and ascertsining
that there is mo slow moving inventory which
influence the net realizable value.

The following is a description of our auditing procedures
Inventory

The mwditing p included the procedtures of imspecting und

ining the of i y that has been recorded in the
company's books in the L and ining that the existing
i y in e h which belongs to the company has been
recorded up until the date of preparation of the lidated financial

statements, and that the company sscerts that the recorded inventory is

recorded based on the lower of cost or net relizable value considering that

the cost of finished goods aml good in process arc determined based on the

FIFQ, which include the cost of ials, labors, und a percentage of

indirect industrial expenses, in which the raw materiaksand spare parts are
ed based on cost which is also deremined based on the FIFO.
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Key auditing matters The following is a description of our auditing = ]
procedures
Accounts receivable and checks under Accounts receivable and checks under
collections collections
Accordiog. o 1 jonal Financial Repoting diring procedures included control procedares used by
Standurds, the Company should review the process of the pany for collecting bles ad checks
leulation of impai of receivable through under collect ining a sample of clients accounts
wptions and estimati the company the hrough direct ceafl it has been ascertend that the
impaiment of accounts receivable and cosidering its ivable iy provision is safficient through
importance it's considered ono of the significant audit luating  the i taking in to
risks and the impai of receivible provisi ideration the uvaliabl 1 il about the
hus been recognized | accounts receivable risks, also we have evaluated the
sufficiency of the company disclosure about the impartant
imation (o luding the it peovision  of
accounts receivable
Other information

The management is responsible for other information which includes other information reported in the annual
report, but not included in the consolidated financial statements and our audit report on it.

Our opinion does not include these other information, and we do not express any assertion over it.

Regarding our audit on consolidate financial statements we are obliged to review these other information,
and while that, we consider the compatibility of these information with their consolidated financial
statements or with the knowledge that we gained through audit procedure or scems to contain significant
errors, 1f we detected based on our audit, the existence of significant errors in the information, we are obliged
to report this fact. Regarding this, we have nothing to report.

Management and individuals responsible of governance about the consolidated financial
statements

Management is responsible for the preparation and fair preseatation of these consolidated financial
statements in accordance with International Financial Reporting Standards. And for such internal control,
manngement is determined to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or ervor.

In preparing the Financial Statements, the Management is responsible for assessing the Company's ability to
continuc as & Going Concern, disclosing, as applicable, matters related to Going Concem and using the
Going Concern basis of accounting. Unless the management cither intend to liquidate the company or to

cense operations or have no realistic altemative but to do so.

Individuals responsible of governance are responsible of supervising the preparation of consolidated financial
statements.

Certificd public accountant responsibility

Our objective is to obtain reasonable assurance about whether the Financial Statements are free from material
misstatement, and to issuc and auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantce that an audit conducted in
accordance with Intemational Standards on Auditing will always detect a material misstatement when it
exists. Misstatements can arisc from fraud or error and or considered material if, individually or in the
nggregate, they could reasonably be expected to influence the economic decision of users taken on the busis
of these consolidated Financial Statements.
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As part of an audit in accordance with The International Standards on Auditing, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
Identify and assess the risks of material misstatement of the consolidated Financ: LS whether
due to frud or error, design snd 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 o
muterial misstatement resulting from fraud is higher than for one resulting from crror, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control,

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

Evaluate the appropriateness of accounting policics used and the reasonableness of accounting cstimates
and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of the Going Concemn basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions 1hat may cast significant doubt on the Company's ability to confinue as 4 going concer. 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 consolidated Financial Statements or, if such disclosures arc inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up 1o the date of our
Auditor’s Report. However, future events or conditions may cause the Company to cease (0 continue as
a going concern.

Evaluate the overall presentation, structure and content of the consolidated Financial Statements,
including the disclosures, and whether the consolidated Financial Statements represent the underlying
transactions and events in a manner that achieves Fair Presentation,

We communicated with audit the Financial Management 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.

Legal requirements report

The Company maintains proper books of accounts and the accompanying consolidated financial
statements contained in the report of the bourd of directors in accordance with the proper books of
accounts, We recommend and approve the General Assembly.
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HAYAT PHARMACEUTICAL INDUSTRIES COMPANY
(PUBLIC SHAREHOLDING COMPANY)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
YEAR ENDED DECEMBER 31, 2018
(Expressed in Jordanian dinar)

Note 2018 2017
ASSETS
Non-current assets
Property and equipment 4 6,418,129 5,972,781
Projects under construction 5,619,977 2,482,736
Investment in affiliate company 10 10
Total non-current assets 12,038,116 8,455,527
current assets
Prepaid expenses and other receivables 6 1,373,942 1,013,985
Materials, spare parts and samples - Net 7 375,154 360,794
Inventory 8 2,156,275 2,062,282
Accounts receivable 9 5,558,241 5,730,674
Cheques under collection 2,189,802 2,232,026
Cash and cash equivalents 10 4,468,746 4,068,985
Total current assets 16,122,160 15,468,746
TOTAL ASSETS 28,160,276 23,924,273
LIABILITIES AND OWNER'S EQUITY
Owner's equity
Share capital 1 9,500,000 9,500,000
Statutory reserve 11 2,263,936 1,922,550
Voluntary reserve 11 2,041,729 1,700,343
Retained earnings 8,045,835 6,535,105
Total Owner's equity 21,851,500 19,657,998
Non Current liabilities
long term loans 15 1,469,791 570,339
Total non current liabilities 1,469,791 570,339
Current liabilities
Accrued expenses and other liabilities 13 1,074,643 722,342
Accounts payable 2,652,415 2,450,748
Current portion of long-term loans 15 400,800 100,200
Banks overdraft 14 711,127 422,646
Total current liabilities 4,838,985 3,695,936
TOTAL LIABILITIES AND OWNER'S
EQUITY 28,160,276 23,924,273

The accompanying notes are an integral part of these consolidated financial statements
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HAYAT PHARMACEUTICAL INDUSTRIES COMPANY

(PUBLIC SHAREHOLDING COMPANY)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
YEAR ENDED DECEMBER 31, 2018
(Expressed in Jordanian dinar)

Sales

Cost of sales

Gross profit

Selling and marketing expenses

General and administrative expenses
Products developing expenses

Damaged goods provision

Financial charges

Share of investment loss in affiliate company
Retrieval of receivables impairment provision
Other revenues and expense

Board of directors remunerations

Income before income tax

Income tax provision

INCOME FOR THE YEAR

Other comprehensive income
TOTAL COMPREHENSIVE INCOME

Earnings per share:
Earnings per share JD/Share

Outstanding weighted average share

Note 2018 2017
18 14,118,798 12,729,337
(4,977,273) (4,510,935)
9,141,525 8,218,402
19 (3,602,648) (3,152,249)
20 (1,755,644) (1,467,977)
(317,799) (411,643)
(99,490) (76,025)
(121,652) (59,127)
- (477,968)
- 60,000
169,568 12,111
(35,000) (35,000)
3,378,860 2,610,524
16 (235,358) (139,141)
3,143,502 2,471,383
3,143,502 2,471,383
0,33 0,26
9,500,000 9,500,000

The accompanying notes are an integral part of these consolidated financial statements
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HAYAT PHARMACEUTICAL INDUSTRIES COMPANY
(PUBLIC SHAREHOLDING COMPANY)

CONSOLIDATED STATEMENT OF OWNERS’ EQUITY
YEAR ENDED DECEMBER 31, 2018
(Expressed in Jordanian dinar)

Share Statutory  Voluntary  Retained

Note Capital reserve reserve earnings Total
Balance as of January 1,2017 9,500,000 1,657,998 1,435,791 5,780,326 18,374,115
Dividend - - (1,187,500) (1,187,500)
Comprehensive income for
the year - - - 2,471,383 2,471,383
Transfer to reserves - 264,552 264,552 (529,104) -
Balance as of December
31,2017 9,500,000 1,922,550 1,700,343 6,535,105 19,657,998
Dividend - - - (950,000) (950,000)
Comprehensive income for
the year - - - 3,143,502 3,143,502
Transfer to reserves - 341,386 341,386 (682,772) -
Balance as of December
31,2018 9,500,000 2,263,936 2,041,729 8,045,835 21,851,500

The accompanying notes are an integral part of these consolidated financial statements
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HAYAT PHARMACEUTICAL INDUSTRIES COMPANY

(PUBLIC SHAREHOLDING COMPANY)

CONSOLIDATED STATEMENT OF CASH FLOW

YEAR ENDED DECEMBER 31, 2018
(Expressed in Jordanian dinar)

OPERATING ACTIVITIES

Income for the year before income tax
Adjustments on income before income tax:
Depreciation and amortization

Financial charges

Damaged goods provision

Share of investment loss in affiliate company
Retrieval of receivables impairment provision
Changes in operating assets and liabilities:
Accounts receivable

Cheques under collection

Inventory

Materials , spare parts and samples

Prepaid expenses and other receivables
Accounts payable

Accrued expenses and other liabilities

Cash available from operating activities
Financial charges paid

Board of directors remuneration

Income tax paid

Net cash available from operating activities
INVESTING ACTIVITIES

Changes in projects under construction
Purchase of property and equipment
Investment in affiliate company

Net cash used in investing activities

FINANCING ACTIVITIES

Loan

Banks overdraft

Cash dividends paid

Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, Januaray 1
Cash and cash equivalents, December 31

2018 2017
3,378,860 2,610,524
342,389 407,032
121,652 59,127
99,490 76,025

- 477,968

. (60,000)
172,433 (980,748)
42,224 (113,084)
(93,993) (183,607)
(113,850) (131,337)
(359,957) (559,704)
201,667 990,030
308,941 133,065
4,099,856 2,725,291
(121,652) (59,127)
(35,000) (29,285)
(156,998) (224,219)
3,786,206 2,412,660
(3,137,241) (522,263)
(787,737) (874,478)

- (146,368)
(3,924,978) (1,543,109)
1,200,052 670,539
288,481 243,674
(950,000) (1,187,500)
538,533 (273,287)
399,761 596,264
4,068,985 3,472,721
4,468,746 4,068,985

The accompanying notes are an integral part of these consolidated financial statements
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HAYAT PHARMACEUTICAL INDUSTRIES COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS AND INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANT'S REPORT
YEAR ENDED DECEMBER 31, 2018
(Expressed in Jordanian dinar)

1. ESTABLISHMENT AND ACTIVITIES

Hayat Pharmaceutical Industries Company is a Jordanian Public Shareholding Company
("the Company") registered on October 19, 2005 under Commercial Registration N.O (371),
it resulted from converting the legal status of the Company from a limited liability company to
a public shareholding company on October 18, 2005, it had been registered in the limited
liability Company's commercial register under N.O. (3516) on April 3, 1994.

The declared and paid capital is JD 9,500,000 divided into 9,500,000 shares of JD 1 each.

The company’s principal activity is producing human and veterinary medicines in all its forms
and medical stickers and stockings in addition to the production of medical supplies, body
care lotions, cosmetics and initiating marketing campaigns as well as import and export
operations.

The Company's headquarter is in Amman.

The consolidated financial statements as of December 31, 2017 includes the financial
statements of the following subsidiaries:

Country of
Subsidiary incorporation  Join years
and operation

Ownership

interest (%) Principal activity

Hayat Healthcare = Hashemite
International Kingdom of 2013 100%
Company L.T.D Jordan

Invest, Import, export
and trade agencies

2. NEW AND REVISED STANDARDS AND AMENDMENTS TO IFRSs IN ISSUE BUT
NOT YET EFFECTIVE:

The following new standards and amendments to the standards have been issued but are not
yet effective and the Company intends to adopt these standards, where applicable, when they

become effective.

New Standards Effective Date

(IFRS) No.16 — Leases January 1,2019
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The preparation of the consolidated financial statements

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS).

Basis of preparation
The consolidated financial statements are presented in Jordanian Dinar (JD) as this is the
currency in which the majority of the Company’s transactions are recorded.

The consolidated financial statements have been prepared on historical cost principle,
However financial assets and financial liabilities are stated at fair value. The following is a
summary of significant accounting policies applied by the Company:

Financial statements consolidation basis
The consolidated financial statements incorporate the financial statements of Hayat
Pharmaceutical Industries Company P.L.C and the subsidiaries controlled by the Company

Control is achieved when the Company has:

¢ Ability to exert power over the investee
e Exposure, or rights, to variable returns from its involvement with the investee
o Ability to exert power over the investee to affect the amount of the investor's returns

The Company reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control described in
the accounting policy for subsidiaries above.

When the Company has less than a majority of the voting in any of the investees, the
Company shall have control over the investee when the voting rights sufficient to give it the
ability to direct relevant activities of the investee individually.

When the Company reassesses whether or not it controls an investee, it consider all the
relevant facts and circumstances which includes:

Size of the holding relative to the size and dispersion of other vote holders

Potential voting rights, others vote-holders, and Other parties

Other contractual rights

Any additional facts and circumstances that may indicate that the company has, or
does not have, the current ability to direct the activities related to the time needed to
make decisions, including how to vote at previous shareholder’s meetings.

The consolidation process begins when the Company achieves control on the investee
enterprise (subsidiary), while that process stops when the Company loses control of the
investee (subsidiary). In particular Income and expenses of subsidiaries acquired or disposed
of during the year are included in the consolidated income statement, and the consolidated
comprehensive income statement from the effective date of acquisition and up to the effective
date of which it loses control of the subsidiary company.
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The profit or loss and each component of other comprehensive income divided to the owners
of the parent and to the non-controlling interests, total comprehensive income to the owners
of the parent and to the non-controlling interests even if this results in the non-controlling
interests having a deficit balances.

When necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with those used by the Mother Company.

All intra-group transactions, balances, income and expenses are eliminated in full on
consolidation.

Sales
Sales are recognized upon delivery of goods to customers and issuing invoice.
Sales revenues are stated net of trade or quantity discounts.

Expenses

Selling and marketing expenses principally comprise of costs incurred in the distribution and
sale of the Company’'s products, all other expenses are classified as general and
administrative expenses.

General and administrative expenses include direct and indirect costs which are not
specifically part of production costs as required under generally accepted accounting
principles. Allocations between general and administrative expenses and cost of sales are
made on a consistent basis when required.

Cash and cash equivalents
Cash and cash equivalents include cash, demand deposits, and highly liquid investments with
original maturities of three months or less.

Accounts receivable

Accounts receivable are recorded at the original amount less a provision for any uncollectible
amount. An estimate for doubtful debts is made when collection of the full amount is no longer
probable.

Accounts payable and Accruals
Liabilities are recognized for amounts to be paid in the future for services or goods received
whether billed by the supplier or not.

Inventories

Finished goods and work in process are stated at the lower of cost or net realizable value.
Cost is determined, for finished goods and work in process, on a First In First Out cost basis
which includes the cost of materials, labor and a specified percentage of indirect overheads.
Raw material, work in process, spare parts and other inventories are stated at cost which is
determined by using a First In First Out cost basis.

The Decline in value of the financial assets

In date of each consolidated statement of financial position, values of the financial assets
have been reviewed, to determine if there indication to decline in its value.
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As for the financial assets such as trade accounts receivable and assets was evaluated as
individual low-value, were evaluated for the decline in the value on a collective basis. The
substantive evidence for decline in portfolio of the accounts receivable includes the past
experience about the collection of payments. And the increase in the number of the late
payments portfolio (which is beyond the rate of borrowing) also it includes the significant
changes in the international and local economic conditions that are related with non-collection
of accounts payable.

The Reduce in the listed value of the financial assets is the amount of loss decline of value
directly. This is for all the financial assets except the trade accounts receivable as the listed
value had been reduced by provisions accounts. When one of the accounts receivable are
non-collectable then write off the amount of this debt and the equal amount from account of
provisions.

The changes in the listed value for the provisions account recognized in consolidated
statement of comprehensive income.

As for the ownership equity tools which are available for sale, decline losses are not closed
in the recognized value in the consolidated statement of comprehensive income. However
any increase in the fair value become after decline loss has recognized directly in
consolidated statement of owner's equity.

De-Recognition

The Company cancels the recognition of financial assets only when the contractual rights
about the receipt of cash flows from the financial assets had ended. And substantially all the
risks and benefits of the ownership that belong to another firm. In the case of the Company
doesn't transfer or retain substantially the risks and benefits of the ownership and continue its
control of the transferred assets, the Company in this case recognize it's share retained in
the transferred assets and the related liabilities in the limits of the amounts excepted to be
paid. In the other case, when the Company retained substantially all risks and benefits of the
ownership of the transferred assets, the Company will continue to recognize the financial
assets.

The use of estimation

The preparation of financial statements and the application of accounting policies requires
from the Company's management to make estimates that affect the amounts of financial
assets and liabilities and the disclosure of contingent liabilities, these estimations also affect
the revenues, expenses and provisions.

As well as changes in fair value that appears in the owners’ equity

In particular, requires from the Company's management to issue important judgments to
estimate the amounts of future cash flows and its times, the estimations mentioned earlier are
built on assumptions and multiple factors that have a varying degree of appreciation and
uncertainty and that actual results may differ from the estimations As a result of changes
resulting from the conditions and circumstances of these estimations in the future.

We believe that our estimates in the consolidated financial statements are reasonable and
detailed as follows:

- Contingent liabilities provisions are recognized to face any legal obligations on the basis of
the opinion of the legal adviser to the Company.
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- Doubtful debts provision are impaired within the basis set by the administration and the
international financial reporting standards and are calculated according to the most stringent
basis.

- Income tax provision loaded on the fiscal year, by its own income tax expense in accordance
with regulations and laws.

- Administration adopt the useful lives of tangible assets on a regular basis for the purpose
of calculating depreciation provision for those assets and the estimated useful lives expected
in the future and is taking the impairment loss (if there are any) in the statement of
comprehensive income.

The sectoral report

The business sector represents a collection of assets and operation engaged together in
providing product or services subjected to risks and returns that are different from those of
other business sectors, which are measured according to the reports that are used by the
executive director and the main decision — makers in the Company.

Geographical segment is associated in providing products in a particular economic
environment subject to risks and returns that are differed from those for sectors to work in
economic environment.

Offsetting

Financial assets and financial liabilities are offset, and the net amount is reflected in the
consolidated statement of financial position only when there are legal rights to offset the
recognized amounts, and when intends to settle them on a net basis, or assets are realized
and liabilities settled simultaneously.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation. Expenditure on
maintenance and repairs are expensed, Depreciation is provided over the estimated useful
lives of the applicable assets using the straight-line method. The estimated rates of
depreciation of the principal classes of assets are as follows:

Annual depreciation rate

Buildings 2%
Equipment and machinery 10% - 20%
Electromechanics 10%
Vehicles 10%
Furniture and decoration 9% - 20%

Useful lives and the depreciation method are reviewed periodically to make sure that the
method and depreciation period appropriate with the expected economic benefits of property
and equipment.

Impairment test is performed to the value of the property and equipment that appears in the
consolidated Statement of Financial Position when anyevents orchanges in
circumstances shows that this value is non-recoverable.

In case of any indication to the low value, Impairment losses are calculated according to
the policy of the low value of the assets
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At any subsequent exclusion of property and equipment, the value of gains or losses
resulting recognized, which represents the difference between the net proceeds of exclusion
and the value of the property and equipment that appears in the consolidated Statement of
Financial Position, Gross Profit and loss.

The decline in value of the non-current assets

In the date of each consolidated statement of financial position the company review the listed
values for its assets to specify if there is an indication to be decline losses of the value. If there
is indication to that, the recovery value of the asset will be estimated to determine the loss of
decline in the value if it be. In case, Inability to estimate the recovery value of specific asset.
The Company estimate the recovery value for cash producing unit that related in the same
asset. When there is ability to determine basis of distribution that is fixed and reasonable, the
joint assets distribute to units producing of cash that related in the same asset. the joint assets
distribute to specific cash producing unit or it distribute to specific cash producing unit or it
distribute to smallest group from cash producing unit that it is able to determine basic fixed
and reasonable distribution for it.

The Recovery value is the fair value of asset minus the cost of sale or used value whichever
is higher.

In case, the recovery value (or the cash producing unit) estimated to be lower than the listed
value, the listed value for asset (or cash producing unit) to the recovery value. Losses of the
decline recognized directly in the consolidated statement of comprehensive income except if
the asset that is re-evaluated then it is recorded as losses of the decline as reduction from re-
evaluation provision.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive)
as a result of a past event, it is probable that the Company will be required to settle the
obligation, and reliable estimate can be made regarding the amount of the obligation.

The amount recognized as provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flow
estimated to settle the present obligation.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

Income Tax

The Company is subject to a temporary Income Tax Law for the year 2009 and its subsequent
amendments and the regulations issued by the Income Tax Department in the Hashemite
Kingdom of Jordan and provided on accrual basis, Income Tax is computed based on
adjusted net income. According to International Accounting Standard number (12), the
company may have deferred taxable assets resulting from the differences between the
accounting value and tax value of the assets and liabilities related to the provisions, these
assets are not shown in the financial statements since it's immaterial.

Foreign currency transaction
Foreign currency transaction are translated into Jordanian Dinars at the rates of exchange
prevailing at the time of the transactions. Monetary assets and liabilities denominated in
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foreign currencies at the consolidated financial position are translated at the exchange rates
prevailing at that date. Gains and losses from settlement and translation of foreign currency
transactions are be included in the comprehensive income statement.

Leasing contracts

Leases are classified as finance leases whenever the terms of the lease transfer substantially
all of the risks and rewards of ownership to the lessee. All other leases are classified as
operating leases.

The lease payments under finance lease are recognized as account receivables as of net
value of the investment on the straight-line basis over the term of the relevant lease.

Rentals payable under operating lease are charged to the statement of comprehensive
income on a straight line basis over the term of the relevant lease.

Deferred revenue is earned over the term of relevant lease of the net investment lease and
the cost of the vehicles leased is recognized as cost of revenue.

4. PROPERTY AND EQUIPMENT

January 1 Additions Disposals December 31
Cost:
Lands 1,879,381 - - 1,879,381
Buildings 3,047,952 2,370 - 3,050,322
Equipment and machinery 3,321,115 736,574 - 4,057,689
Electromechanics 815,835 - - 815,835
Vehicles 286,879 35,243 (90,980) 231,142
Furniture and decorations 329,117 13,550 - 342,667
Total cost 9,680,279 787,737 (90,980) 10,377,036
Depreciation:
Buildings 740,893 69,644 - 810,537
Equipment and machinery 1,865,838 223,789 - 2,089,627
Electromechanics 771,640 4,086 - 775,726
Vehicles 177,155 19,432 (90,980) 105,607
Furniture and decorations 151,972 25,438 - 177,410
Total depreciation 3,707,498 342,389 (90,980) 3,958,907
Net book value January 1 5,972,781
Net book value December 31 6,418,129

5- INTANGIBLE ASSETS

This item represents the development cost of new lotions and cost of clinical studies including
bioequivalence studies in which it expected to be covered reasonably through future
commercial activities, and the cost of these activities and studies are considered as intangible
assets and are amortized using straight line method based on expected life for these activities
and studies starting from the beginning date of commercial production.

2018 2017
Balance 1 January - 97,227
Additions - 21,117

Amortization provision - (118,344)
Balance 31 December - -
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6. PREPAID EXPENSES AND OTHER RECEIVABLES

Prepaid expenses

Prepaid payments to suppliers
Refundable deposits
Employees receivable

7. MATERIALS, SPARE PARTS AND SAMPLES - NET

Chemical materials

Spare parts

Promotional materials
Damaged materials
Consumable materials
Samples

Damaged goods provision *

*Net balance of damaged goods provision:

Balance 1 January
Addition during the year
Damaging goods
Balance 31 December

8. INVENTORY
Raw materials and packaging
Finished goods
Work in process

9. ACCOUNTS RECEIVABLE
Trade receivables

Due from related parties — (Note 16)
accounts receivable Impairment
*Net balance of accounts receivable:
Beginning balance

Provision for the year

Allocation returns
Ending balance
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2018 2017
11,214 18,952
1,294,160 894,341
43,406 45,292
25,162 55,400
1,373,942 1,013,985
2018 2017
3,059 3,251
185,371 214,237
26,421 23,806
68,244 89,834
131,822 69,799
28,481 49,701
(68,244) (89,834)
375,154 360,794
2018 2017
89,834 111,114
99,490 76,026
(121,080) (97,306)
68,244 89,834
2018 2017
1,565,105 1,509,349
289,051 256,129
302,119 296,804
2,156,275 2,062,282
2018 2017
3,659,286 4,296,602
2,644,865 2,179,982
(745,910) (745,910)
5,558,241 5,730,674
2018 2017
745,910 805,910
- 157,120
- (217,120)
745,910 745,910




10. CASH AND CASH EQUIVALENTS

2018 2017
Cash on hand 4,663 6,194
Cash at banks 4,464,083 4,062,791

4,468,746 4,068,985

11. RESERVES

Statutory reserve

In accordance with the Companies Law in the Hashemite Kingdome of Jordan and the
Company's Article of Association, the company has established a statuary reserve by
appropriation a 10% of net income until the reserve equals 25% of the capital. However, the
Company may, with the approval of the General Assembly to continue to deduct this annual
ratio until this reserve is equal to the stated capital of the Company in full. This reserve is not
available for dividend distribution.

Voluntary reserve

In accordance with the Companies Law in the Hashemite Kingdome of Jordan and the
Company's Article of Association, the Company can establish a voluntary reserve by
appropriation of not more than 20% of net income. Board of directors have deducted 10% of
net income during the year. This reserve is available for dividends distribution after approval
from the Company's General Assembly.

12. DIVIDENDS

2018 2017

Retained earnings 8,045,835 6,535,105
Less: Unearned Retained Earnings - -
Realized Retained Earnings 8,045,835 6,535,105
Less: Fair value reserve - -
Dividends 8,045,835 6,535,105
13. ACCRUED EXPENSES AND OTHER LIABILITIES

2018 2017
Accrued expenses 643,279 368,454
Sales and income tax deposits 17,448 16,255
Income tax — ( Note 16) 207,530 129,170
Social security deposits 24,425 26,189
Scientific research and vocational training support 7,621 7,621
Board of directors remuneration 43,940 43,940
Provision for end of service benefits 57,000 57,000
Other accounts payable 64,000 9,713
Sales return 9,400 64,000

1,074,643 722,342

14. BANKS OVERDRAFT

This item represents the followings:

A. The amount of facilities given from Union Bank to finance working capital guaranteed by
the Company and retained cash deposits for the bank. Up to JD 200,000 with an interest rate
of 2% added to the interest rate on cash deposits accounted and accrued monthly.
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B. The amount of facilities given from The Arab Bank during 2013 up to JD 400,000 with an
interest rate of 8.5% and 0.375% commission rate, the commission paid and the interest
calculated on the daily debit balance of the account and credited to the customer's monthly.
The commission of different kinds, paid or credited to the account in advance.

15. LOANS

The Company obtained a loan from Amman Cairo Bank amounting JD 2,000,000 to renovate
the factory, civil works for the new expansion. The loan is repaid by 60 payments each for JD
33,400 plus the interest rate for the last payment which is for remaining amount. The factory’s
loan has been pledge to guarantee the loan.

16. INCOME TAX

The change in income tax provision as December 31 as follows:

2018 2017
January 1 129,170 214,248
Payments during the year (156,998) (224,219)
Provision for the year 235,358 139,141
December 31 207,530 129,170
Income Tax in the statement of comprehensive income represents the following:

2018 2017
Income tax on the current year's profit 235,358 139,141

235,358 139,141

A summary on the adjustment of the accounting profit and the tax profit:

2018 2017
Profit 3,378,860 2,610,524
Add: unaccepted expenses 6,932,865 6,251,759
Deduct: untaxable revenues (8,630,596) (7,868,419)
Taxable income 1,681,129 993,864
Income tax for the current year 235,358 139,141
Legal income tax %14 %14
Actual income tax %7 %5

The Company settled its status with income and sales tax department to the end of 2016,
and the company provided its tax statement for the year 2017 and has not received and was
reviewed by the income tax department and the final report was not issued until the date of
this consolidated financial statements.

17. RELATED PARTY TRANSACTIONS
During the year, the Company has sold goods for KDS Pharma Co amounting to JD

5,488,202 (2017: JD 4,679,178) which comprises 39% of net sales, due balance from them
at the date of financial statement is JD 2,644,865 (2017: JD 2,179,982).
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KDS Pharma Co is one of the Company distributors since 1999, a part of the KDS Pharma
Co ownership had been gone to some of the company board of directors by inheritance.

18. SALES

Local sales
Export sales

19. SELLING AND MARKETING EXPENSES

Marketing expenses

Wages and salaries

Fees, licenses and subscriptions
Depreciation

Other

20. GENERAL AND ADMINISTRATIVE EXPENSES

Salaries and wages
Depreciation

Water, electricity and fuel
Hospitality

Telephone

Fees, licenses and subscriptions
Safety and security

Vehicles expenses
Stationary and printing
Professional fees
Transportation
Advertisement
Insurance
Miscellaneous

21. TRANSACTIONS WITH MAJOR CUSTOMERS / MAIN SUPPLIERS

2018 2017
5,488,202 4,860,918
8,630,596 7,868,419
14,118,798 12,729,337
2017 2017
3,004,031 2,604,192
134,029 179,146
40,915 36,119
18,375 17,007
405,298 315,785
3,602,648 3,152,249
2018 2017
1,202,606 999,868
44,338 66,352
62,703 44,921
14,199 12,637
20,189 16,630
67,963 59,666
51,574 45,808
38,393 29,900
53,893 18,404
16,973 23,825
73,351 52,646
23,527 27,467
22,226 21,388
63,709 48,465
1,755,644 1,467,977

The Company policy since 2002 has been depending on distributers in the local market and
the exporter markets, there are 10 distributers and the Company does not sell directly to

hospitals and pharmacies.

The Company's sales to major distributors during the year amounted to JD 12,731,921which
represents 90% of the Company’s sales (2017: JD 12,241,798 Which represents 92% of the

Company's sales).

The Company's policy depends on the purchase of raw materials and packaging materials
from a large sector of local and external suppliers, in more than 12 Countries.
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22. CONTINGENCIES

The legal status of the company
- Summary of cases submitted by the Company:
There is no cases filled by the company against other parties.

- Summary of cases submitted to the Company:
There is no cases filled by other parties against the company.

23. FINANCIAL TOOL

Management of Share Capital Risks

The Company manages its capital to make sure that the Company will continue when it takes
the highest return by the best limit for debts and shareholder's equity balances. The
Company's strategy doesn't change from 2017.

Structuring of Company's capital includes the owner's equity in the Company which includes
share capital, reserves, and retained earnings as it listed in the changes in owner's equity
statement.

Debt Ratio

The board of directors is reviewing the share capital structure periodically. As a part of this
reviewing, the board of directors consider the cost of share capital and the risks that is related
in each faction from capital and debt factions. The Company capital structure includes debts
from the borrowing. The Company doesn’t determine the highest limit of the debt rate and it
doesn’t expect increase in the typical debt rate.

Debt rate as at the year end is as following:

2018 2017
Debts 2,581,718 1,093,185
Owners’ equity 21,851,500 19,657,998
Debt/ Owners’ equity rate %12 %6

The management of the financial risks
The Company’s activities might be exposing mainly to the followed financial risks:

Management of the foreign currencies risks
The Company doesn’t exposed to significant risks related with the foreign currencies
changing, so there is no need to effective management for this exposure.

Management of the interest price risks
The risks related to the interest rate mainly resulting from the money borrowings in
changeable (float) interest rates and from short-term deposits in fixed interest rates.

Sensitivity of the statement of comprehensive income is impacted of the assumed possible
changes in prices of interest on the profit of the Company for one year and it is
calculated based on the financial liabilities which carry variable interest rates at the end of the
year.
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The following table shows sensitivity of the consolidated statement of comprehensive income
for possible reasonable changes in interest rates as of December 31 with all other impacting
variables constant:

Currency Increase in interest rate The impact on the profit of the year
JD Percentage points 2018 2017

25 6,454- -2,733
Currency Decrease in interest rate The impact on the profit of the year
JD Percentage points 2018 2017

25 6,454 + +2,733

Credit risk management

The credit risks represented if one part of the financial instruments contracts has not obligated
to pay the contractual obligations and cause of that the Company is exposing financial losses,
However, there are no any contracts with any other parts so the Company doesn't expose to
different types of the credit risks, The significant credit exposed for any parts or group of parts
that have a similar specification have been disclosed in note No.17.The Company classify the
parts which have similar specifications as a related parties. Except the amounts which are
related to the cash money. Credit risks that are resulting from the cash money are specific
because the parts that are dealing with it are local banks which have good reputations and
controlled by control parties.

The listed amounts in the consolidated financial data represents the highest credit risk
exposer to trade and other accounts receivable, cash and cash equivalents.

Management of liquidity risks

Board of directors is responsible for management of liquidity risks to manage the cash
requirements, short, medium and long term liquidity. The Company managed the liquidity risks
through controlling the future cash flow that evaluated permanently and correspond the due
dates of cash assets and liabilities.

The following table represents the contractual eligibilities to non-derivative financial liabilities.
The table has prepared on the non-deducted cash flows for the financial liabilities basis
according to the early due dates that may be required from the Company to pay or receive.

The table below contains cash flows for major amounts and interests.

Interest rate Year or less More than year Total

2018:
Instruments without interest

3,727,058

3,727,058

Instruments with interest 2-85% 1,111,927 1,469,791 2,581,718
Total 4,838,985 1,469,791 6,308,776
2017:

Instruments without interest 3,173,090 - 3,173,090
Instruments with interest 2-85% 522,846 570,339 1,093,185
Total 3,695,936 570,339 4,266,275
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24. SEGMENT REPORTING

The Company works in the following segments of the business operating within one
geographic sector which is the Hashemite Kingdom of Jordan.

25. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approved by the company management on March
25, 2019 and have been authorized for issuance by the Board of Directors.

26. COMPARTIVE FIGURES
Certain figures for 2017 have been reclassified to confirm presentation in the current year.
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