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w:r for Awditing and Accounting

Independent Auditors Report

To the Sharehodders of

Middle East Pharmaceatieal and Chemical Tndustries
and Medical Applisnces Company

P'ublic Shameholding Company

Amman = The Hashemite Kingdom of Jordan

Beport on the Audit of the Consolidated Financial Statements

Opinlan

We bave audited the consolidated financial sthtements of Middle East Pharmacoubical and Chemical
Industries and medical appliarces (Public Sharcholding Company), which comprise the consclidated
slatement of finandal pasition as st December 31, 2019, and the consalidated statement of comprehengive
treoms, consolidated statement of changes in equity and consedidabed skatement of cash fows for the vear
then ancled, and notes to the cansolidased financial statements, induding & summary of sigmdficant
accounding policies

In our apingan, the sccompanying consolidated financial stabenents presant fasrly; in all material respects,
the consolidated financial position of the Company s at December 31, 219, and of its consobidabed
financial performance and its consolidated cash (lows for the vear then ended in accordange with
International Financial Reporting Standards ([FRS).

Basis for Oipinion

We conducted our audit in accordance with International Standards on Auditing, Dur reapansibilides
undes thess standards are further deseribed o the Auditors’ Responsibélities for he Audit of the
Consclidated Fimancisl Stabemenis section of eur report,

We are independent of the Company in aceordance with the Inkernational Bthics Slandasds Board for
Accountants’ Code of Ethics For Professional Accountapls {JESBA Code} together with the sthical
requiremaents that are refevant to our audil of the consolidated financinl statements, and we have Fulfifed
aur ather thical responsibilities in accordance with these mquirements and the TESBA Code

We belleva that the audit evidence we have obtamed is sufiicient and appropriate o provide a basis for
nl:lropdnlnn

Eey Audit Malters

Key audit matters are those matters that, in our professional judgment, wens of mast significance in our
audit of the financial statements of the current period. These matters were addressed in the condest of it
andit of the financial ststements as a whele, and in forming our apinian thereon, and we do not provids i
separale opinton an ihese mathers.

Expected credit losscs

Scopeof audil

The company has applied IFES (%) expecied credit
kasses requiremends which resulted in @ change in the
caloalabion of mpairment from the fncured Joss
modal i the experted credit loas medel, and the
albowance For e pected credit losses amounting o JD
1405 554 as ak December 31, 201%

We conducted comprehensive misessment o
identify Ehe key controds wsed bo determips
expeched credit losses, data gollection and
completeress, and  related estimates  and
assmphions used by management, and we
have tested key control systerns on the
nid eling process.
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Inventory impairment Scope of audit
Based on IFRS requirements, inventory is measured We analyzed the inventory items ages and
when preparing the financial statements at the lower discussed management assumptions regarding
of cost and net realizable value, and when it is not the expected volume of use and based on our
possible to recover the cost of the inventory if it knowledge and experience of the sector in
becomes totally or partially damaged or obsolete or which the entity operates.
sales prices decreased. when the net realizable value We examined a sample of service agreements
falls below cost the difference is recognize as expense provided to customers to compare the
for price decrease in the profit or loss. minimum purchase liabilities with end of year

inventory level taking into account the risks to
recover the value of inventory if the
agreements were canceled.

We tested the appropriateness of inventory
impairment provision by assessing the
management assumptions, taking into account
external information available and subsequent
events after the end of the fiscal year.

We assessed whether the provision that is we
recorded against, obsolete and slow moving
inventory to comply with the accounting
policies, taking into account the rationale of
the provision determination policy using
historical data, we also examined sales
invoices is subsequent period to assess
whether the inventory was sold at a value
higher than cost by comparing the selling price
with inventory values recorded in the
company’s accounts.

We have taken into account the
appropriateness of the entity’s explanations
about the degree of estimates related to
arriving at the value of impairment provision
in general. we have concluded that the basic
assumption used and the resultant estimate
and evaluation are appropriate assumptions

Going Concern

We would like to refer to note (10) of the consolidated financial statements where the accumulated losses
for the company amounted to JD 13,068,510 as at the date of consolidated financial position representing
209% of the company’s capital, also note that the company’s current liabilities exceeded its current assets
by an amount of D 5,329,864, in addition to the existence of accrued liabilities that were not paid to date.

These matters cast significant doubt on the company ability to continue as a going concern and its

continuation depends on providing sufficient funds to meet its obligations and the success of its

operations in the future. The Company provided a complete plan to insure the company’s continuation,
the first step was to hold an extraordinary general assembly meeting on July 31, 2017 and the following
was decided:

— Decrease the company’s capital by quenching the accumulated losses by an amount of JD 8,619,000 as
at December 31, 2017.

— The authorized capital will become JD 6,250,583 and the subscribed and paid-in capital JD 1,250,583,

— Cover the authorized capital increase amount of JD 5,000,000 that was decided in the extraordinary
general assembly meeting that was held on April 19, 2016 through capitalization part of the company
due debts instead of private subscription to company’s shareholders.

— All legal procedures were completed on January 31, 2019.

Emphasis of matter

As stated in note (1) and (3) we would like to refer to the existence of restrains on the company’s land, building
and means of transportation in addition to a restrain on the company as shown in the capital certificate at the
Ministry of Industry and Trade - Company’s Control Department.
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Oither Infornsation

Management is rasporsible for thi other information. The other information comprises the information
inchuded m the final reporl, but does not include the conselidated fnancial stibements and our audibors’
report therooi

Dur opinlon on the consolidated financal smiements dors nol cover the other mformation and W do not
express any form of assurance conclusion thereon,

In comnéction with our audit of the consolidated Tinancial stabements, our respomsibility 18 §o resd the
athar Information and, in deing so. consider whedlser e other information s materially incorsiEtent
with the comsolidabed financial statements or car knowledge obtained in the audit, or otharwise appears
b b iaberially misstated. IF, based on the work we have perfarmed, we corclude that thers is & maberial
migstateinent of this other information, we are tequired b report that fact. We have nothing to repart in
this regand

Besponsibilities of Management and Those Charged with Goyernance for the Consolidated Financial
Statemenis

Marmgement & sesponsible For the preparation amd fabr presentation of the consolidated financial
statements in accardance with [ntemnational Firancial Reporting Standand, and for sach internal contrel 48
managensent determines s necessary to enable the preparation of comsolidabed financial statements that
are Free Frimn machecsal misstabement, whether dee 1o fraud ar esvor

In prepammg the comsoliclated financial statements, management is resporsible for assessing the
Company’s abiity to continue as & going concern, disclosing, as applicable, matters related 1o going
comearn and using e going concern basis af accounting unkss management sither mtends fo liguidabe
the Campany of o tease operations, or has no realistic albernative but to do so.

Thines changed with governance are respansible for cvarseeing the Company’s financial reporting process,

Auditors” Repponsibilie it of the Edla

Char objectives are (o cblain reasonable assurance about whether the corsolidated fimencial statements as #
whole are free from material misstatement, whether due to fraed or arees, and 1o igs0e an auditoes' Tapart
that includes our epanion. Reasenable assurance is a high bval of assiranoe, bt i not o goarantos thal s
audit conducted i accordance with International Standards on Auditing (I5As) will always delect a
masterial misstatement when |F exists. Misstatemenis can arlse from frawd or efror and are corskdered
material if, mdividually or in e aggregate, they could roasonably be expected to influence the ecomsaemic
decidens af users tken on tie basis of these consolidated financial statesnent

A3 part of an audit in accordance with [nternational Standard on Auditing, we evercise professional
Judgment and maintain professional skepticiem throughout the audit We also:

= Idardily and aseecs the risks of materia] misstalement of the consalidated financial salemants, whether
dise bo frand or errar, design and perfarm audi procedures responsive to thoese s, and obbain audit
evidence that is sufficient and appropriate b provide a basis for cur opinion. The risk of not detecting
# materizl misstatement resulting from fraid. is higher than for one resulting from ercor, s frawd may
irvalve collasion, forgery, infenbionel omissions, misrepresentabions, of the override af imternal
comitral.

* Obtain an onderstanding of internal contral relevant to the audit in arder o design andie procedures
that are approprinte bn the circumstances, bat ot far the parpose of expressing an apeinden on Hee
effectiveness of the Company’s internal contral

* Evalunte the appropristeness of accounbing policies used #nd the reasonabloness of accounting
wabinabes and related disclosurnes madnh}' managemenl.

* Londude on the appropriatensss of management’s wse of the going concerm basls of accounting ansd,
based oo the aodit evidence obtained, whether a material uncertainty exisls relabed to events or
conditions that may cast slgnificant sloubt on the Company's ability to continue as a gaing concern I
we conclade that a malenial uncertainly exists, we are required B0 draw attention in our auditors’
fepart io the refated desclosires in the corsolidated francial slabaments or, if such disclosuies ane
madequate, to modify cur epinion. Cur conclustons are based on the sudit evidence obtained up 1o the
date of aur anditers’ repork. Howeser, future events or conditions may cause the Company [0 cease o
rombinae as & godg comcem,
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= Fvaluste the owerall presentation, strocture and condent of the comnsclidated financial =miements,
including the disclosures, and whether the consolidabed financial slalement represent the underlying
transactions and ewvenits ina maneer Dhal achieves [ll,r'mm,um

= Obtain sufiiclent approptiate audit evidense regarding the consolidated financial information of the
entithes o laasiness activities within the group ko express &n opinian on the group financial sateisenl
wet are responsible for the direction, supervision and performance of the group audis, We remain
sobely e ponsible for our audit opinson.

Wi combnrnacate with those charpged with governanoe mprdmg;. aAmea nther matters, Hhe planmed scope
and timing of the audit and significant andit findings, including any significant deficiencies in internal
contrid that we identify during our aodit.

We alse provede ihose charged with governance with a stalement that we have complied with relevant
ethical requirements regarding mdepandence, and communicabe with them all relationships and ather
matters that may reascrably ke thoisght te bear on sur mdependence. and where applcable, mwlabed
safeguards

From the matkars commiunicated with those charged with gowernance, we determine those mabless Lhal
were of most signdficance in the audit of the consolidated financial statements of the current period and
arg tharefore the key sudit matters. We describe these matters in our auditars’ repart unless law or
H',g'l.lhﬂlﬂn le:'h.HiH ]!ﬂl:ﬂit dizefasgire abaut the matter or when, in E:lrlr:mzl:p TaTe CIFCLIEMSEANGOE, W
determine that a matter shauld not be communicated in our report because the adverse consequences of
didng se weukd ressonably be expected to outweigh the public interest benefits of sach communication

The Company hes propes accounting secords whicl are, in all material respects, conssstont with the
accompanying congalidated financial satements, sccordingly. we recommend to approve these finascial
stabemannis by the general assembly

Mohammad Alqna:uq
{License & T00)

Amman, on Fehrmary 24, 3030
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Consolidated Statement of financial position as at December 31, 2019

I Notes 2019 2018
ASSETS JD JD
Non-current Assets
Property, plant and equipment 3 6,685,017 7,299,614
Intangible assets 4 150,105 198,374
Total Non-current Assets 6,835,122 7,497,988

Current Assets

Inventory 5 2,434,799 3,058,999
Investment in financial asset
at fair value through profit and loss 14,114 13,409
Other debit balances 6 329,226 522,114
Trade receivables 7 2,310,840 1,026,176
Cash and cash equivalents 8 174 12,320
Total Current Assets 5,089,153 4,633,018
TOTAL ASSETS 11,924,275 12,131,006

The attached notes constitute an integral part of these financial statements



Middle East Pharmaceutical and Chemical Industries
and Medical Appliances Company
Public Shareholding Company
Amman — The Hashemite Kingdom of Jordan

Consolidated Statement of financial position for the year ended
December 31, 2019

I Notes 2019 2018
EQUITY AND LIABILITIES JD JD
Equity
Authorized capital 1 6,250,583 14,869,583
Paid-in capital 6,250,583 9,869,583
Statutory reserve 9 271,045 271,045
Translation differences 84,561 84,035
Accumulated losses 10 (13,068,510) (21,187,698)
Net Equity (6,462,321) (10,963,035)
Liabilities
Non-current Liabilities
Shareholders payable 11 7,967,579 12,844,169
Total Non-current Liabilities 7,967,579 12,844,169

Current Liabilities

Other credit balances 12 2,383,769 2,546,614
Trade payables 2,215,596 1,825,350
Due to related parties 11 5,165,494 5,214,154
Loans 13 654,158 663,754
Total current Liabilities 10,419,017 10,249,872
Total Liabilities 18,386,596 23,094,041
TOTAL EQUITY AND LIABILITIES 11,924,275 12,131,006

The attached notes constitute an integral part of these financial statements



Middle East Pharmaceutical and Chemical Industries
and Medical Appliances Company

Public Shareholding Company

Amman — The Hashemite Kingdom of Jordan

 lo

Consolidated statement of comprehensive income for the year ended

December 31, 2019
Notes 2019 2018
JD JD

Sales 14 4,044,239 708,444
Cost of sales (3,072,119)  (1,908,136)
Gross profit (loss) 972,120 (1,199,692)
Other revenues, net 116,865 38,139
Selling and marketing expenses 15 (783,971) (354,105)
Administrative expenses 16 (616,359) (1,067,346)
Damaged and expired goods provision 5 (188,467) (18,942)
Finance cost - (69,277)
Loss (499,812) (2,671,223)
Weighted average number of shares 6,552,166 9,869,583
Loss per share JD (0/076) JD (0/27)

The attached notes constitute an integral part of these financial statements



Middle East Pharmaceutical and Chemical Industries
and Medical Appliances Company
Public Shareholding Company
Amman — The Hashemite Kingdom of Jordan

Consolidated statement of changes in equity for the year ended
December 31, 2019

Statutory Translation Accumulated
I Capital reserve differences losses Total
JD JD JD JD JD

Balance as at January 1, 2018 9,869,583 271,045 - (18,516,475) (8,375,847)
Translation differences - = 84,035 84,035
Comprehensive income - (2,671,223) (2,671,223)
Balance as at December 31, 2018 9,869,583 271,045 84,035 (21,187,698) (10,963,035)
Quench of losses - note (10) (8,619,000) - - 8,619,000 -
Increase capital - note (10) 5,000,000 = = - 5,000,000
Translation differences = = 526 - 526
Comprehensive income = - (499,812) (499,812)

Balance as at December 31, 2019 6,250,583 271,045 84,561 (13,068,510) (6,462,321)

The attached notes constitute an integral part of these financial statements
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Consolidated statement of cash flows for the year ended December 31, 2019

I 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES JD JD
Loss (499,812) (2,671,223)
Adjustments for :

Depreciations and amortizations 690,645 753,535
Investment in financial assets at fair value (705) 3,294
through other profit or loss 17361 i
Expected credit losses allowance 188’ 467 18.942
Inventory impairment provision ! !
IChange in operating assets and liabilities: 435,733 (137.781)
nventory
Other debit balances 188,910 (196,390)
Trade receivables (1,298,047) 1,225,616
Deferred checks - (640,303)
Other credit balances (162,845) (3,302,571)
Trade payables 390,246 218,547
Net cash from operating activities (50,047) (4,728,334)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (27,779) (169,360)
Net cash from investing activities (27,779) (169,360)
CASH FLOWS FROM FINANCING ACTIVITIES " ‘T
Due to related parties (48,660) 2.567.806
Shareholders payable 123,410 6,678,762
Loans (9,596) (1,480,384)
Bank overdraft i (3,000,852)
Net cash from financing activities PP —L=
Effect of currency differences on cash and SGHIC - Coflelni i
Y/
cash equivalents o _ 84035
Net change in cash and cash equvilents (12,146) (48,327)
Cash and cash equivalents - beginning of year 12,320 60,647
Cash and cash equivalents - end of year 174 12,320
Non - cash transactions
Increase capital from shareholders payable 5,000,000 =

The attached notes constitute an integral part of these financial statements





