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Kindly accept our highly appreciation and respect

Hayat Pharmaceutical Industries CO. PLC

Chairman of the Bo
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To the shareholders of
Hayat Pharmaceutical Industrics 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,
2019, and the related consolidated statements of comprehensive income, consolidated Statement of owners'
equity and consolidated statement of cash flows, for the year then ended, notes to the consolidated financial
statements and a summary of significant accounting policies and other explanatory information.

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
statement of financial position of Hayat Pharmaceutical Industries Company. (P.L.C) as of December 31,2019,
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 International Standards on Auditing. Our responsibilities under those
standards are further described in Auditor's Responsibilitics for the audit of the Financial Statements. We arc
independent of the company in accordance with International Standard Board Code of Ethics for professional
accountants (“the code”) and we have fulfilled our other ethical responsibilities in accordance with the code.

We believe 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 statement, 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 The following is a description of our auditing procedures
Inventory Inventory
According to Internationnl Financial Reporting The muditing procedures inchuded the procedtures of inspecting and
Standards, the Company must in that the ining the exi of i v that has been recorded in the
valize of inventory is reported based on the lower of company'’s books in the b and ining that the existing
cost of net realizable value and determining the i y in the h which belongs to the company bas been
impairment of inventory (if any) and ascertaining recorded up until the date of preparation of the lidated financial
that there is no slow moving inventory which statements, and that the company ascerts that the recorded inventory i
influence the net realizable value. recorded based on the lower of cost or net relizable value considering that
the cost of finished goods and good in process sre determined based on the
FlPO.uhicb'uM!hewstofmim,lnhm:,u\damo(
indirect industrial expenses, in which the raw materialsand spare pans are
reported based on cost which i also deremined based on the FIFO.

Rudit. Tax., Advisory
) e lar e g awtnd A3 pgbbe v ved
— o o |-mhw‘.lmm..ﬂnﬁ_n-d‘m-—uhw-w-‘l-d-
“MW“*N”'!D\
-~ Bedia enaeitlin sCaar BTy
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The following is a description of our auditing

Key auditing matters procedures
Accounts receivable and checks under Accounts receivable and checks under

collections collections
According 1o | Finsncial Reporting | The auditing procedures included control procedures uscd by
Standards, the Company should review the process of the comp for collecting nts ivables and checks
Iculation of impail of ivable through under collection, ascertaining a sample of clients accounts
sssumptions and estimations, the company assesses 1he through direct confirmats it has been ascertend that the
i ivable impai provision is sufficient through

impaimment of accounts receivable and cosidering its P
importance it's considered one of the significast audit evalusting the management assumptions, lking in to
risks and the impal of ivable provi ideration the avaliabl | information about the
has boen recognized . accounts receivable risks, also we have evalusted the
sufficiency of the company disclosure about the important

S tuding the impai e of

¥ L

in
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 asscrtion 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 sudit procedure or seems 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.

Manuagement and individuals responsible of governance about the consolidated financial

statements

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

In preparing the Financial Statements, the Management is responsible for assessing the Company’s ability to
continue as a Going Concern, disclosing, as applicable, matiers related to Going Concern and using the
Going Concem basis of accounting. Unless the management cither intend to liquidate the company or 10
cease operations or have no realistic alternative but to do so.

Individuals responsible of governance are responsible of supervising the preparation of consolidated financial
slatements,

Certified public accountant responsibility
Our objective is to obtain reasonable assurance about whether the Financial Statements are free from material

misstatement, and to issue and auditor’s report that includes our opinion.

Reasonable assurance is o high level of assurance, but is not a guarantee that an audit conducted in
accordance with Intemational Standards on Auditing will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and or considered material if, individually or in the
aggregate, they could reasonably be expected to influence the cconomic decision of users taken on the basis
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:

o Identify and assess the risks of material misstatement of the consolidated Financial Statements, whether
due 1o fraud o error, design and perform audit procedures responsive 1o 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 frand is higher than for one resulting from crror, as fraud may
involve collusion, forgery, inteational omissions, misrepresentations, or the override of internal control.

e Obtain an undetstandingufinu:malemuolmlcvamlouteauditinordcrmdesignauditmoedu:uthn
amappmpriatcinlhccirwnsmmw.bulno!futbcmoscofexpminganopiniononthc
effectiveness of the Company's internal control.

o Fvaluate the appropriatencss of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Management.

e Conclude on the appropristeness of the Mansgement's use of the Going Concem basis of accounting
and, based on the audit cvidence 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 repornt
10 the related disclosures in the consolidated Financial Statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the sudit evidence obtained up to the date of our
Auditor's Report. However, future events or conditions may cause the Company 1o cease to contitue as
2 going concem.

e 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 rcport of the board of directors in accordance with the proper books of
accounts, We recommend and approve the General Assembly.

/7

- Amman - Jordan

Modern Accouncants January 23, 2020
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HAYAT PHARMACEUTICAL INDUSTRIES COMPANY
(PUBLIC SHAREHOLDING COMPANY)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

YEAR ENDED DECEMBER 31, 2019
(Expressed in Jordanian dinar)

Note 2019 2018
ASSETS
Non-current assets
Property and equipment 4 6,704,379 6,418,129
Projects under construction 6,357,322 5,619,977
Investment in affiliate company 10 10
Total non-current assets 13,061,711 12,038,116
current assets
Prepaid expenses and other receivables 5 561,918 1,373,942
Materials, spare parts and samples - Net 6 341,357 375,154
Inventory 7 2,453,748 2,156,275
Accounts receivable 8 6,287,559 5,558,241
Cheques under collection 2,197,144 2,189,802
Cash and cash equivalents 9 3,161,991 4,468,746
Total current assets 15,003,717 16,122,160
TOTAL ASSETS 28,065,428 28,160,276
LIABILITIES AND OWNER'S EQUITY
Owner's equity
Share capital 1 9,500,000 9,500,000
Statutory reserve 10 2,615,308 2,263,936
Voluntary reserve 10 2,393,101 2,041,729
Retained earnings 11 9,404,967 8,045,835
Total Owner's equity 23,913,376 21,851,500
Non Current liabilities
long term loans 14 1,064,800 1,469,791
Total non current liabilities 1,064,800 1,469,791
Current liabilities
Accrued expenses and other liabilities 12 1,287,950 1,074,643
Accounts payable 1,396,063 2,652,415
Current portion of long-term loans 14 400,800 400,800
Banks overdraft 13 2,439 711,127
Total current liabilities 3,087,252 4,838,985
TOTAL LIABILITIES AND OWNER'S
EQUITY 28,065,428 28,160,276

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, 2019
(Expressed in Jordanian dinar)

Note 2019 2018
Sales 17 15,644,027 14,118,798
Cost of sales (5,618,896) (4,977,273)
Gross profit 10,025,131 9,141,525
Selling and marketing expenses 18 (3,804,435) (3,602,648)
General and administrative expenses 19 (1,779,871) (1,755,644)
Products developing expenses (373,285) (317,799)
Damaged goods provision (137,828) (99,490)
Financial charges (120,299) (121,652)
Derocgnize of sales allowance 64,000 -
Assets Disposal losses (240,454) -
Other revenues and expense 151,763 169,568
Board of directors remunerations (35,000) (35,000)
Income before income tax 3,749,722 3,378,860
Income tax provision 15 (417,846) )235,358(
INCOME FOR THE YEAR 3,331,876 3,143,502
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME 3,331,876 3,143,502
Earnings per share:
Earnings per share JD/Share 0,35 0,33
Outstanding weighted average share 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, 2019

(Expressed in Jordanian dinar)

Balance as of

January 1,2018

Dividend

Comprehensive income for
the year

Transfer to reserves
Balance as of

December 31,2018
Dividend

Comprehensive income for
the year

Transfer to reserves
Balance as of

December 31,2019

Share Statutory Voluntary Retained
Capital reserve reserve earnings Total
9,500,000 1,922,550 1,700,343 6,535,105 19,657,998
- - (950,000) (950,000)
. - - 3,143,502 3,143,502
- 341,386 341,386 (682,772) -
9,500,000 2,263,936 2,041,729 8,045,835 21,851,500
- - - (1,270,000) (1,270,000)
3,331,876 3,331,876
- 351,372 351,372 (702,744) -
9,500,000 2,615,308 2,393,101 9,404,967 23,913,376

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, 2019

(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

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
Changes of property and equipment

Net cash used in investing activities

FINANCING ACTIVITIES

Loan

Banks overdraft

Cash dividends paid

Net cash available from / (used in) financing
activities

Net change in cash and cash equivalents
Cash and cash equivalents, January 1

Cash and cash equivalents, December 31

2019 2018
3,749,725 3,378,860
464,287 583,258
120,299 121,652
137,828 99,490
(729,318) 172,433
(7,342) 42,224
(297,473) (93,993)
(104,031) (113,850)
812,024 (359,957)
(1,256,352) 201,667
102,015 308,941
2,991,662 4,099,856
(120,302) (121,652)
(35,000) (35,000)
(271,554) )156,998(
2,564,806 3,786,206
(737,345)  (3,137,241)
(750,537) (787,737)
(1,487,882)  (3,924,978)
(404,991) 1,200,052
(708,688) 288,481
(1,270,000) (950,000)
(2,383,679) 538,533
(1,306,755) 399,761
4,468,746 4,068,985
3,161,991 4,468,746

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
YEAR ENDED DECEMBER 31, 2019
(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.

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs)

2.1 New and amended IFRS Standards that are effective for the current year.
- IFRS (16) "Leases"

IFRS 16 was issued in December 2016, IFRS 16 introduces new or amended requirements
with respect to lease accounting. It introduces significant changes to the lessee accounting
by removing the distinction between operating and finance leases and requiring the
recognition of a right-of-use asset and a lease liability at the lease commencement for all
leases, except for short-term leases and leases of low value assets. In contrast to lessee
accounting, the requirements for less or accounting have remained largely unchanged.

The standard did not mainly affect the accounting of the operating leases of the company, as
the company does not have any operating leases.

2 —2 - NEW AND REVISED STANDARDS AND AMENDMENTS TO IFRSs ISSUED BUT
NOT YET EFFECTIVE:-

The following new standards and amendments to the standards have been issued but not yet
effective and the Company intends to adopt these standards, where applicable, when they
become effective.
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Effective for annual periods
beginning on or after

New Standards

Amendments to IFRS 3 Business Combinations Januaryl, 2020
Amendments to IAS 1 Presentation of Financial Statements Januaryl, 2020

Amendments to IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

Januaryl, 2020
Amendments to IFRS 7 Financial Instruments : Disclosures Januaryl, 2020
Amendments to IFRS 9 Financial Instruments Januaryl, 2020

Amendments to IFRS 10 Consolidated Financial Statements Effective date deferred

indefinitely
Amendments to IFRS 28 Investment in Associates and Joint Effective date deferred
Ventures indefinitely

Management anticipates that these new standards, interpretations and amendments will be
adopted in the Company's financial statements as and when they are applicable and adoption
of these new standards, interpolations and amendments, may have no material impact on the
financial statement of the Company in the period of initial application.

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:

e Ability to exert power over the investee
e Exposure, or rights, to variable returns from its involvement with the investee
e 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.
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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.

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.

The consolidated financial statements as of December 31, 2019 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

Reclassifications

If the business model under which the Company holds financial assets changes. The financial
assets affected are reclassified. The classification and measurement requirements related to
the new category apply prospectively from the first day of the first reporting period following
the change in business model that results in reclassifying he Company's financial assets.
During the current financial year and previous accounting period, there was no change in the
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business model under which the Company holds financial assets and therefore no
reclassifications were made

Impairment

IFRS 9 replaces the “incurred loss” model in IAS 39 with an expected credit loss model
(ECLs). The Company recognizes loss allowance for expected credit losses on the following
financial instruments that are not measured at FVTPL

- Cash and bank balances:

- Trade and other receivables;

- Due from related party.

With the exception of purchased or originated credit impaired (POCI) financial assets (which
are considered separately below), ECLs are required to be measured through a loss
allowance at an amount equal to:

e 12 Month ECL, i.e. lifetime ECL that results from those default events on the financial
instrument that are possible within 12 months after the reporting date(referred to as
stagel); or

o Full lifetime ECL, i.e. Lifetime ECL that results from all possible default events over
the life of the financial instruments, (referred to as stage2 and stage3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on
that financial Instrument has increased significantly since initial recognition. For all other
financial instruments, ECLs are measured at an amount equal to the 12-monh ECL.

The Company has selected to measure loss allowances of cash and bank balances. Trade
and other receivables, and due from a related party at an amount equal to life time ECLSs.
ECLs are probability-weighted estimate of the present value of credit losses. These are
measured as the present value of the difference between the cash flow to the Company under
the contract and the cash flows that the Company expects to receive arising from weighting
of multiple future economic scenarios. Discounted at the asset's EIR.

Loss allowance for financial investments measured at amortized costs are deducted from
gross carrying amount of assets. For debt securites a FVTOCI, the loss allowance is
recognized in the OCI, instead of reducing the carrying amount of the asset.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Company considers reasonable and
supportable information that is relevant and available without undue costs or effort. This
includes both quantitative and qualitative including forward-looking information.

For certain categories of financial assets, assets that are assessed not to be impaired
individually are. In addition, assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could include the Company's past experience of
collecting payments, an increase in the number of delayed payments in the portfolio as well
as observable changes in national or local economic conditions that correlate with default on
receivables.
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Impairment losses related to cash and bank balances, trade and other receivables and due
from a related party, are presented separately in the statement of income and other
comprehensive income
The Company considers a debt security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of the grade of the investment
Measurement of ECL
The Company employs statistical models for ECL calculations. ECLs are a probability-
weighted estimate of credit losses. For measuring ECL under IFRS 9, the key input would be
the term structure of the following variables.

e Probability of default (PD);

e Loss given default (LGD); and

e Exposure at default (EAD).

These parameters will be derived from our internally developed statistical models and other
historical data. They will be adjusted to reflect forward — looking information.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact
on the estimated future cash flows of the financial assets have occurred. Credit-impaired
financial assets are referred to stage 3 assets. At each reporting date, the Company assesses
whether financial assets carried at amortized costs and debt securities at FVTOCI at credit-
impaired. A financial asset is credit impaired when one or more events that have a detrimental
impact in the estimated future cash flows of the financial asset have occurred.

DE-recognition of financial assets

The Company de-recognizes a financial asset only when the contractual rights to the cash
flows from the asset expire, or when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity .If the Company neither transfers
nor retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the Company recognizes its retained interest in the asset and an
associated liability for amounts it may have to pay. if the Company retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Company continues to
recognize the financial asset and also recognizes a collateralized borrowing for the proceeds
received.

On DE recognition of a financial asset measured at amortized cost or measured at FVTPL,
the difference between the asset's carrying amount and the sum of the consideration received
and receivable is recognized in profit or loss

On DE recognition of a financial asset that is classified as FVTOCI, the cumulative gain or
loss previously accumulated in the cumulative changes in fair value of securities reserve is
not reclassified to profit or loss, but is reclassified to retained earnings.

Presentation of allowance for ECL are presented in the financial information
Loss allowances for ECL are presented in the financial information as follows:

For financial assets measured at amortized cost (loans and advances, cash and bank
balances): as a deduction from the gross carrying amount of the assets

For debt instruments measured at FVTOCI no loss allowance is recognized in the
consolidated statement of financial position as the carrying amount is at fair value. However,
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the less allowance is included as part of the revaluation amount in re-evaluation reserve and
recognized in other comprehensive income.

Revenue recognition

IFRS 15 "Revenue from contracts with customers" outlines a single comprehensive model of
accounting for revenue arising from contracts with customers and supersedes current
revenue recognition guidance found across several standards and Interpretation within
IFRSs. It establishes a new five-step model that will apply to revenue arising from contracts
with customers.

Stepl: identify the contract with customer: A contract is defined as an agreement between
two or more parties that creates enforceable rights and obligations and sets out the criteria
for each of those rights and obligations.

Step 2: Identify the performance obligations in the contract: performance obligation in a
contract is a promise to transfer a good or service to the customer

Step 3: Determine the transaction price Transaction price is the amount of consideration
to which the Company expects to be entitled in exchange for transferring the goods and
services to a customer excluding amount collected on behalf of third parties.

Step 4: Allocate the transaction price to the performance obligations in the contract:
For a contract that has more than one performance obligation the Company will allocate the
transaction price to each performance obligation in an amount that depicts the consideration
to which the Company expects to be entitled in exchange for satisfying each performance
obligation.

Step 5: Recognize revenues as and when the entity satisfies the performance
obligation
The Company recognizes revenue over time if any one of the following criteria is met:

The customer simultaneously receives and consumes the benefits provided by the Company
performance as The Company performs.

The Company performance creates or enhances an asset that the customer controls as the
asset is created or enhanced or

The Company performance does not create an asset with an alternative use to the Company
and the entity has an enforceable right to payment for performance obligation completed to
date.

The Company allocates the transaction price to the performance obligations in a contract
based on the input method which requires the revenue recognition on the basis of the
Company efforts or inputs to the satisfaction of the performance obligations. The Company
estimates the total costs to complete the projects in order to determine amount of revenue to
be recognized.

Revenue recognition (continued)

When the Company satisfies a performance obligation by delivering the promised goods and
services, it creates a contract asset based on the amount of consideration earned by the
performance. Where the amount of consideration received from the customer exceeds the
amount of revenue recognized this gives rise to a contract liability
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Revenue is measured at the fair value of consideration received or receivable, taking into
account the contractually agreed terms of payment. The Company assesses its revenue
arrangements against specific criteria to determine if it is acting as a principal or agent and
has concluded that it is acting as a principal all of its revenue arrangements.

Revenue is recognized in the consolidated financial statements to the extent that it is
probable that the economic benefits will flow to the Company and the revenue and costs, if
and when applicable, can be measured reliably.

Critical accounting judgments and key sources of estimation uncertainty

The preparation of consolidated financial statements requires management to make
judgments estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets and liabilities, income and expense. Actual results may differ
from these estimates.

In preparing these consolidated financial statements, the significant Judgments made by
management in applying the Company accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the audited annual financial consolidated
statements for the year ended 31 December 2017, except for the adoption of IFRS 9 which
has resulted in changes in accounting judgments for recognition of financial assets and
Liabilities and impairment of financial assets, as set out below.

Critical judgments in applying the Company's accounting policies in respect of IFRS 9
Business model assessment: Classification and measurement of financial assets depends
on the results of the SPPI and the business model test. The Company determines the
business model at a level that reflects how Company s of financial assets were managed
together to achieve a particular business objective. This assessment includes judgments
reflecting all relevant evidence including how the performance of the assets is evaluated and
their performance measured, the risks that affect the performance of the assets and how
these are managed and how the managers of the assets are compensated. Monitoring is part
of the Company’s continues assessment of whether the business model for which the
remaining financial assets are held continues to be appropriate and if it is not appropriate
whether there has been a change in business model and so a prospective change to the
classification of those assets.

Significant increase of credit risk

ECLs are measured as an allowance equal to 12-month ECL for stagel assets, or lifetime
ECL assets for stage 2 or stage 3 assets. An asset moves to stage 2 when its credit risk has
increased significantly since initial recognition. IFRS 9 does not define what constitutes a
significant increase in credit risk. In assessing whether the credit risk of an asset has
significantly increased the Company takes into account qualitative and quantitative
reasonable and supportable forward looking information.

Establishing a groups of assets with similar credit risk characteristics

When ECLs are measured on a collective basis, the financial instruments of the Company are
collected on the basis of shared risk characteristics (e g, instrument type, credit risk grade,
collateral type, date of initial recognition, remaining term to maturity, industry, geographic
location of the borrower, etc.). The Company monitors the appropriateness of the credit risk
characteristics on an ongoing basis to assess whether they continue to be similar. This is
required in order to ensure that should credit risk characteristics change there is appropriate
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re-segmentation of the assets. This may result in new portfolios being created or assets
moving to an existing portfolio that better reflects the similar credit risk characteristics of that
Company of assets. Re-segmentation of portfolios and movement between portfolios is more
common when there is a significant Increase in credit risk (or when that significant increase
reverses) and so assets move from 12-month to lifetime ECLS, or vice versa, but it can also
occur within portfolios that continue to be measured on the same basis of 12month or lifetime
ECLs but the amount of the ECLs changes because the credit risk of the portfolios differ.

Models and assumptions used

The Company uses various models and assumptions in measuring fair value of financial
assets as well as in estimating ECL. Judgment is applied in identifying the most appropriate
model for each type of asset, as well as for determining the assumptions used in these
models, including assumptions that relate to key drivers of credit risk.

Key sources of estimation uncertainty in respect of IFRS 9

The following are key estimations that the management has used in the process of applying
the Company's accounting policies and that have the most significant effect on the amounts
recognized in consolidated financial statements

Establishing the number and relative weightings of forward-looking scenarios for each type of
product /market determining the forward looking information relevant to each scenario: When
measuring ECL the Company uses reasonable and supportable forward looking information,
which s based on assumptions for the future movement of different economic drivers and how
these drivers will affect each other.

Probability of Default

PD constitutes a key input in measuring ECL. PD is an estimate of the likelihood of default
over a given time horizon, the calculation of which includes historical data, assumptions and
expectations of future conditions.

Loss Given to Default

LGD is an estimate of the loss arising on default. It is based on the difference between the
contractual cash flows due and those that the lender would expect to receive, taking into
account cash flows from collateral and integral credit enhancements.

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.
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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 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 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.
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Impairment test is performed to the value of the property and equipment that appears in the
consolidated Statement of Financial Position when anyevents or changes 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.

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.

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, a receivable is recognized as 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 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 assests and liabilities denominated in
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.
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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.

Projects Under Constructions

all the assets under construction that the entity is spending until they are ready to operate, and
until the completion all the expenses are classified in the financial position as projects under
construction, and when completed all the expenses are capitalized and transferred to the fixed
assets.

4. PROPERTY AND EQUIPMENT

January 1 Additions Disposals December 31
Cost:
Lands 1,879,381 - - 1,879,381
Buildings 3,050,322 - (1,064) 3,049,258
Equipments and machinery 4,057,689 947,215 (972,256) 4,032,648
Electromechanics 815,835 - (815,835) -
Vehicles 231,142 - (6,369) 224,773
Furniture and decorations 342,667 43,770 (181,116) 205,321
Total cost 10,377,036 990,985 (1,976,640) 9,391,381
Depreciation:
Buildings 810,537 69,675 - 880,212
Equipments and machinery 2,089,627 342,566 (806,885) 1,625,308
Electromechanics 775,726 3,750 (779,476) -
Vehicles 105,607 21,179 (17,463) 109,323
Furniture and decorations 177,410 27,117 (132,368) 72,159
Total depreciation 3,958,907 464,287 (1,736,192) 2,687,002
Net book value January 1 6,418,129
Net book value December 31 6,704,379

* There is a mortgage on the lands owned by the Company in exchange for a loan from
Cairo Amman Bank.

5. PREPAID EXPENSES AND OTHER RECEIVABLES

2019 2018
Prepaid expenses 28,094 11,214
Advance payments to suppliers 461,735 1,294,160
Refundable deposits 43,406 43,406
Employees receivable 28,683 25,162

561,918 1,373,942

6. MATERIALS, SPARE PARTS AND SAMPLES - NET

2019 2018

Chemical materials 6,333 3,059
Spare parts 167,193 185,371
Promotional materials 22,700 26,421
Damaged materials 206,072 68,244
Consumable materials 97,263 131,822
Samples 47,868 28,481
Damaged goods provision * (206,072) (68,244)
341,357 375,154
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*Net balance of damaged goods provision:

2019 2018

Balance January 1 68,244 89,834
Addition during the year 137,828 99,490
Damaging goods - (121,080)
Balance December 31 206,072 68,244

7. INVENTORY

2019 2018

Raw materials and packaging 1,580,257 1,565,105
Finished goods 543,440 289,051
Work in process 330,051 302,119

2,453,748 2,156,275

8. ACCOUNTS RECEIVABLE

2019 2018
Trade receivables 3,404,405 3,659,286
Due from related parties — (Note 16) 3,518,209 2,644,865
Impairment of accounts receivable * (635,055) (745,910)

6,287,559 5,558,241

* Net balance of accounts receivable:

2019 2018

Beginning balance 745,910 745,910
Provision for the year - --

Derecognize allowance - -

Allocation returns (110,855) -

Ending balance 635,055 745,910

9. CASH AND CASH EQUIVALENTS

2019 2018

Cash on hand 1,582 4,663
Cash at banks 3,160,409 4,464,083

3,161,991 4,468,746

10. 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.
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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.

11. DIVIDENDS

2019 2018

Retained earnings 9,404,967 8,045,835
Less: Unearned Retained Earnings - -
Realized Retained Earnings 9,404,967 8,045,835
Less: Fair value reserve - -
Dividends 9,404,967 8,045,835

12. ACCRUED EXPENSES AND OTHER LIABILITIES

2019 2018

Accrued expenses 581,509 643,279
Sales and income tax deposits 26,060 17,448
Income tax — ( Note - 15) 353,822 207,530
Social security deposits 24,237 24,425
Scientific research and vocational training support 7,621 7,621
Board of directors remuneration 46,389 43,940
Provision for end of service benefits 57,000 57,000
Sales return provision - 64,000
Other accounts payable 191,312 9,400

1,287,950 1,074,643

13. BANKS OVERDRAFT

This item represents the followings:

A. The amount of facilities obtained from Bank al Etihad to finance working capital
guaranteed by the Company and retained cash deposits for the bank. Up to JD 155,000 with
an interest rate of 2% added to the interest rate on cash deposits accounted and accrued
monthly.

B. The amount of facilities obtained from The Arab Bank up to JD 400,000 with an interest
rate of 9.125% 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.

14. 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 land has been pledged to guarantee the loan.
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15. INCOME TAX

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

2019 2018
January 1 207,530 129,170
Payments during the year (271,554) (156,998)
Provision for the year 417,846 235,358
December 31 353,822 207,530
Income Tax in the statement of comprehensive income represents the following:
2019 2018
Income tax on the current year's profit 412,920 235,358
412,920 235,358
A summary on the adjustment of the accounting profit and the tax profit:
2019 2018
Profit 3,749,722 3,378,860
Add: nondeductible expenses 112,880 6,932,865
Deduct: exmed revenues (64,000) (8,630,596)
Taxable income 3,798,602 1,681,129
Income tax for the current year 379,860 235,358
Public contribution 1% 37,986 -
Legal income tax rate %10 %14
Actual income tax rate %10 %7

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 been reviewed by
the income tax department until the date of this consolidated financial statements.

16. RELATED PARTY TRANSACTIONS

During the year, the Company has sold goods for KDS Pharma Co amounting to JD 6,166,255
(2018: JD 5,488,202) which comprises 55% of net sales, due balance from them at the date
of financial statement is JD 3,417,390 (2018: JD 2,644,865).

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.

17. SALES
2019 2018
Local sales 6,166,225 5,488,202
Export sales 9,477,802 8,630,596
15,644,027 14,118,798
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18. SELLING AND MARKETING EXPENSES

2018 2018
Marketing expenses 2,516,791 2,454,311
Salaries and wages 720,275 683,082
Fees , licenses and subscriptions 121,027 97,599
Governmental expenses 51,779 40,915
Depreciation 18,907 18,375
Transportation 130,980 84,413
Stationery 1,265 14,528
Travel and transfers 68,015 46,402
Professional fees 100,072 81,408
Malil, telegraph and telephone 5,361 2,909
Cars insurance 7,522 6,813
Electricity 52,520 33,466
Miscellaneous 9,921 51,427

3,804,435 3,602,648

19. GENERAL AND ADMINISTRATIVE EXPENSES

Telephone 2019 2018
Salaries and wages 1,259,505 1,177,076
Depreciation 46,613 44,338
Mail, telegraph and telephone 16,289 20,189
Fees, licenses and subscriptions 22,135 67,963
Water, electricity and fuel 114,816 83,441
Transportation 31,616 90,764
Maintenance 32,273 37,234
Hospitality and staff food 35,597 42,653
Staff training 5,640 108
Cleaning 16,366 13,249
Donations 30,742 23,527
Safety and security 44,723 51,574
Stationary and printing 28,782 53,893
Professional fees 36,560 16,973
Insurance 28,079 22,310
Miscellaneous 30,135 10,352

1,779,871 1,755,644

20. TRANSACTIONS WITH MAJOR CUSTOMERS / MAIN SUPPLIERS

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 12,964,941 which
represents 83% of the Company’s sales (2018: JD 12,731,921 Which represents 90% 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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21. 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.

22. 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:

2019 2018
Debts 1,468,039 2,581,718
Owners’ equity 23,918,302 21,851,500
Debt/ Owners’ equity rate %6 %12

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 2019 2018
25 -7,692 - 6,454
Currency Decrease in interest rate The impact on the profit of the year
JD Percentage points 2019 2018
25 +7,692 + 6,454

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.22.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 require from the Company to pay or receive.

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

More than
Interest rate Year or less year Total

2019 :

Instruments without interest 2,820,653 - 2,820,653
Instruments with interest 4.25-9.625 % 403,239 1,064,800 1,468,039
Total 3,223,892 1,064,800 4,288,692
2018 :

Instruments without interest 3,727,058 - 3,727,058
Instruments with interest 4.25-9.625 % 1,111,927 1,469,791 2,581,718
Total 4,838,985 1,469,791 6,308,776
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23. SEGMENT REPORTING

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

24. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approved by the company management on
January 23, 2020 and have been authorized for issuance by the Board of Directors.

25. COMPARTIVE FIGURES
Certain figures for 2018 have been reclassified to confirm presentation in the current year.
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