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Review Report
AM/ 000573

H.E. the Chairman and Members of the Board of Directors
Jordan Petroleum Refinery Company

(A Limited Public Shareholding Company)

Amman - Jordan

Introduction

We have reviewed the accompanying condensed consolidated interim financial
position of Jordan Petroleum Refinery Company (A Limited Public Shareholding
Company) as of September 30, 2018 and the related condensed consolidated
interim statements of income and comprehensive income, changes in owners’
equity and cash flows for the nine-month period then ended, and 2 summary of
significant accounting policies and other explanatory notes. Management is
responsible for the preparation and fair presentation of this condensed interim
financial information in accordance with International Accounting Standard 34
“Interim Financial Reporting”. Our responsibility is to express a conclusion on this
condensed interim financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Company”. A review of condensed interim financial
information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.

Basis for Qualified Conclusion

1. The Company is in the process of negotiations with the Government of Jordan
regarding the suspended matters and entitlement rights of provisions as
stated in note (3). We were unable to obtain sufficient appropriate evidence
as of the financial relationship with the government end date April 30, 2018
and the date of the financial statements September 30, 2018 due to their
unavailability. Consequently, we were unable to determine whether any
adjustments to these amounts were necessary.

2. The Company did not receive a confirmation letter of balances and
transactions as of April 30, 2018 and September 30, 2018 from the Ministry
of Finance, as stated in note (6/d) to the condensed consolidated financial
statements. We were unable to obtain sufficient appropriate audit evidence
about these balances and transactions as of these dates. Consequently, we
were unable to determine whether any adjustments to these balances were
necessary.




De3|oitte.

As stated in note (17) to the condensed consolidated interim financial
statements, the Company deferred the recognition of losses related to the
cost of the imported Indian cylinders. Had management recognized this loss
when incurred without deferral during the year 2016 the net income for the
period ending September 30, 2018 would have increased by JD 1,371,753
and retained earnings would have decreased by JD 4,115,258.

4.  The Company did not offset certain intercompany transaction between the
Company and its subsidiaries in compliance to the signed agreement with the
Government of Jordan. This constitutes a departure from IFRSs without any
impact on the net consolidated income for the period.

Qualified Conclusion '

Based on our review above, except for the possible effect of the matters stated in
paragraphs (1) and (2) within the Basis of Qualified Conclusion, and the effect of
what is mentioned in paragraphs (3) and (4) above, nothing has come to our
attention that the accompanying condensed consolidated interim financial
information are not prepared in all material - respect, in accordance with
International Accounting Standard No. (34) Which Relating to Interim Financial
Reporting.

Emphasis of a Matter Paragraphs
Without further gualifying our Conclusion mentioned above, we draw attention to
the following:

1- As stated in Note (3) to the condensed consolidated interim financial
statements, no agreement has been reached with the Government of Jordan
to date regarding the transfer treatment of the Company’s assets to its
subsidiary at book value, In the management’s opinion, the Net Book Value
method used is the ideal method of transfer.

2- As stated in Note (6/c) to the condensed consclidated interim financial
statements, the Alia Company - Royal Jordanian Airlines have been granted a
quantity discount and a reduction of interest that were directly charged to the
Ministry of Finance account in execution of the Prime Ministry decisions until
the end of the relationship date with the Government as of April 30, 2018.

3-  As stated in the Note (11/g) to the condensed consolidated interim financial
statements, there are negotiations between the Jordan Petroleum Products
Marketing Company (subsidiary Company) and the Ministry of Finance
regarding the entitlement rights of the petroleum products import pricing
differences in an amount of JD 9.2 million. Noting that these differences were
recorded as other credit balances.

4- As stated in Note (3) to the condensed consolidated interim financial
statements, the financial relationship between the Company and the
Government of Jordan ended as of April 30, 2018 and the Company
commenced its operations on commercial basis starting May 01, 2018.

Explanatory Paragraphs

The Company’s financial year end is December 31st of each year, and the
accompanying condensed interim financial statements are prepared for
purpose of the Jordan Securities Commission and management only.

The accompanying condensed consolidated interim financial statements are a
translation of the condensed consolidated interim financial statements in
Arabic language to which reference should be made.

Amman - Jordan

October 30, 2018 Dgﬁlﬁﬁee@% iM'goSdan
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JORDAN PETROLEUM REFINERY COMPANY

(APUBLIC LIMITED SHAREHOLDING COMPANY)

- AMMAN - AN

CONDENSED CONSOUIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

(REVIEWED NOT AUDIITED)

Profit for the period

Items that can nc;t be reclassified subsequently to the condensed consolidated
statement of incorme;

Change in financial asset vaiuation reserve - net -

Total Comprehensive Income for the Period

Total Consolidated Comprehensive Income Attributable to:
Company's shareholders

Non - controlling interests

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED

For the Nine Months Ended

September 30,
2018 2017

ko] kin]
24,478,123 22,561,849
(353,652) {188,879
24,124,431 22,372,970
23,921,956 22,160,660
202,475 212,310
24,124,431 22,372,970

INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND

WITH THE ACCOMPANYING REVIEW REPORT.
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AMMAN = JORDAN
SONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
(BEVIEWED NOT AUDITER)
For the Nine Months Ended
September 30,
Note 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES: pls] o

Profit for the period before tax 28,450,159 29,620,874
Adjustments for:

Depreclation of property and equipment and proerty Invetments 19,020,483 8,425,406
Intanglble assets amortization 2,250,000 2,250,000
Provislon for legal compensation - 4,260
(Released from) gas cylinders with specifications unathorized for use provision 11 (5,000,000) 1,832,720
Lesses from Indian cylinders 762,085 -
Stow-moving tnventary provision 7 5,437,757 (411,453
Doubtful dedts provision 3 1,303,089 457,771
Lagistics company storage fees provision 11 11,948,684 -
Intrest Income from government delay (12,318,415) -
Storing strategic inventory revenue {6,830,571) -
(Released from) lawsults provision (324,842) 551,850
Employees' leave aliowance (39‘5,503) (266,316)
Work injury compensation provision 220,353 230,616
(Ceficlt) surplus of Income setteiment with the gevernment 17 {5,783,760) 51,182,244
Net Cash Flows from Operating Actlvitles before Changes in )

Working Capital 38,676,519 93,978,072
(Increase) In recelvables and other deblt balances (71,840,708) (47,521,582)
(Ini:re-ase) In crude oll, finished ofl products, and supplies (8,771,607) (31,494,257)
Increase (decrease) in payables and other credit baiances 11,426,036 (49,673,283)
(Pecrease) In due te death, end-of-service indemriity, and compensation fund (6,630,030 (772,612)

Net Cash Flows (used In) Operating Activities before Incormne Tax (37,139,730) (35,883,702)

Income tex pald 12 {6,654,791) (3,521,675)

Net Cash Flows {used In) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Property and equipment, Investment property and projects under construction - net

P2ld for petroleumn products marketing license

Increase In payments to acqulre Investments after change In ron-controiling interests

(Acquisitleny of flnanclal assets at falr value through statement of comprehensive inceme

Net Cash Flows {used In) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Increase In due fo banks
Increase In obilgations against finance lease
Clvidends distriboted to shareholder's
Net Cash Flows froem Financing Activities
Net Increase (Decrease) in Cash
Cash on hand and at banks - beginalng of thé period
Cash on Hand and at Banks - end of the Perlod

(43,794,581)

(39,405,377)

(28,203,095) (18,776,929)
(4,280,000) (4,280,000)
- 415,383

(15,000) -

(32,498,095) (22,641,546)

98,578,300 76,104,510
1,143,945 5,238,216
(20,000,000) _ (19,999,991)
79,722,249 61,342,735
3,429,573 (704,188)
11,087,752 14,805,465
14,517,325 _ 14,101,277

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED INTERIM FINANCIAL

STATEMENTS AND SHOULD BE READ WITH THEM AND WITH TRE ACCOMPANYING REVIEW REPCRT.
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JORDAN PETROLEUM_REFINERY COMPANY
(A PUBLIC LIMITED SHAREHOLDING COMPANY)
AMMAN - JORDAN
NOTES TO THE_.CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

. Generz|

The Company was established on July 8, 1956, with a capital of JD 4 million, which was
increased in stages, with the latest being on April 28, 2016, in which the Company’s
General Assembly approved in their extraordinary meeting to capitalize JD 25 million
and distribute it to the shareholders. As a result, the Company’s authorized and paid-up
capital has reached JD 100 million.

Added to the main units of refining and producing oil derivatives petroleum products the
Company owns, the factories for the production of lube-oils in addition to Jordan
Petroleurn Products Marketing Company. Moreover, the process of repairing gas
cylinders is conducted in a special workshop to reduce the cost of dispose the cylinders.
Further, the accompanying condensed consolidated financial statements include the
opgra(;c'ioqs of the main refining units, factories, and directly and indirectly owned
subsidiaries.

Besides the refining and production of hydrocarbon products, the Company transports
and distributes these products to some customers, who receive supplies directly from
the Company, as well as markets lube-oils. In addition, Jordan Petroleumn Products
Marketing Company supplies its stations with petroleum products and maintains them
kingdom-wide.

According to the settlement agreement with the Jordanian Government, dated February
25, 2008, concerning the termination of the concession, the Company has to segregate
some of its activities through establishing new companies it wholly or partially owns -
after the expiry date of the concession agreement on March 2, 2008. During the year-
ended December 31, 2008, the Company established two subsidiaries companies wholly
owned by Jordan Petroleum Refinery Company (JPRC), namely: Jordan Liquefied
Petroleum Gas Manufacturing and Filling Company, and Jordan Lube Qil Manufacturing
Company, in order to split the activities of producing lube oil and filling gas. However,
none of these companies has conducted any commercial activities yet, and JPRC is still
in the process of segregating its other activities. Through that the stand - alone financial
statements for these two companies has been audited since the establishment to the
end of the financial year on December 31, 2015. During the year 2013, the Company
established Jordan Petroleurn Products Marketing Company which is wholly owned by
JPRC. Although the expired concession settiement agreement between Jordan Petroleum
Refinery Company and the government on February 25, 2008 the agreement included
that Jordan Petroleum Refinery will keep a part of distributing activities (one of the
licensed distributing companies with a share not less than 25 % of the market) subject
to all conditions and terms that is applied for other distributing companies, the
agreement stated that the assets of this company shall include the gas stations owned
by Jordan Petroleum Refinery which has the right to split, own and sell these stations to
the distributing companies, in addition, Jordan Petroleum Refinery Company is the owner
of the tanks and the pumps has the right to sell them to the distribution Companies,
moreover, it included that the government owns some entities (storage and loading
areas in Aqaba and properties within the Jordanian airports. Jordan Petroleum Refinery
Company was involved as a partner then it has been agreed that the government will
be the sole owner for these assets in accordance to the meeting held on September
2012) keeping the remaining ownership for the property, plant and equipment by Jordan
Petroleum Refinery Company. The Company established Jordan Petroleum Products
Marketing Company that started its operations in May 2013 and transferred the
distribution activities to this company. Accordingly, the distribution activities and the gas
stations were transferred to this company.

The Board of Directors approved the accompanying condensed consolidated interim
financial statements in their meeting held on October 28, 2018.




2.

The Concession Adreement

a.

The signed concession agreement between the Company and the Government expired
on March 2, 2008. Consequently, the Company signed a settlement agreernent with the
Jordanian Government on February 25,2008, concerning the expiry of the concession,
which was approved by the Company's General Assembly in its extraordinary meeting
dated March 22, 2008. Moreover, the financial effect of some items in this agreement
has not been determined nor reflected in the consolidated financial statements.
Additionally, a final settlement has not been reached regarding the provision for doubtful
debts and provision for slow-moving and spoiled inventory. The recoveries from these

two provisions’ balances outstanding as of the concession expiry date should be credited
to the Government.

According to Jordan Petroleum Refinery Company's Board of Directors' resolution No.
132/2009 dated November 13, 2009, His Excellency the Minister of Finance's Letter No.
(18/4/25741) dated November 15, 2009 was approved for the settlement of the
outstanding financial issues between the Company and both the Ministry of Finance and
Ministry of Energy and Mineral Resources on the following bases:

Through the petroleurmn derivatives pricing mechanism, annual profit from refining and
distribution activities of JD 7.5 million after tax wili be achieved while maintaining the
change in the Company's expenses at normal rates.

The Lube-Qil Factory income shall be excluded from the profit referred to in item (1)
above provided that it is subject to income tax. :

The Company. shall be granted an amount of 10 cents/barrel from the surplus realized
by the Government as an additional income from refining the Iraqgi crude oil. This
consideration is calculated based on the quantity of the barrels received by the
Company provided that this income is subjected to income tax.

An agreement shall be made between the Government’s representatives and the
Chairman of the Audit Committee, ensuing from the Company’s Board of Directors,
concerning any new provisions or the increase in the outstanding provisions, These
provisions shall be reviewed quarterly.

According to the resolution of the Prime Ministry, in its meeting held on November 24,
2009, the above items have been approved for settling the financial relationship
between the Government and Jordan Petroleurn Refinery Company.

According to the Prime Ministry's Letter No. 31/17/5/6014 dated March 24, 2010 and
the Ministry of Energy znd Mineral Resources’ Letter No. 6/5/1/1439 dated March 23,
2010, it was approved to extend the above agreement unti! the year 2010.

The Company calculated the profit for period ended on April 30, 2018 and for the years
2012 through 2017 were calculated according to the resolution of the Council of
Ministers, in their meeting held on September 13, 2012, which was illustrated in the
Prime Minister's Letter No. 31/17/5/24694 dated September 17, 2012, and approved
by the Company’s Generz| Assembly, in their extraordinary meeting held on November
8, 2012. This includes the following:




Through the oil derivatives pricing mechanism, annual net profit of 1D 15 million
after tax is to be achieved for Jordan Petroleum Refinery Company whiie keeping
changes the Company’s expenses at normal rates. Otherwise, the Government
should be consulted and coordinated concerning any deviations from these rates.

The‘Government has the right to appoint an external auditor (public accountant)
to audit the Company’s records for the purposes determined by the Government.

Income from the marketing company owned by Jordan Petroleum Refinery
Company, and any other income from other future companies owned by it and
operating according to licenses issued by the Ministry of Energy and Mineral
Resources or the industry legislator, shall be excluded from the profit mentioned
above, provided their the financial statements or accounts are separated.

The Lube-0Qil Factory income shall be excluded from the profit referred to above,
provided that the Lube-Qil Factory will be charged with the related fixed and
variable costs whether directly or indirectly as long as the financial statements
or accounts are separated.

The liquefied gas income shall be excluded from the profit referred to above,-
provided that the financial statements or acecounts are separated.

The profit granted to Jordan Petroleum Refinery Company of 10 cents/barrel from
refining the Iraqi crude oil is also excluded from the above profit provided that
this income is subject to income tax.

The current or future financial statements shail not be charged with any prior
years' provisions or expenditures, except for the committed provisions or
expenditures (provisions and employees’ rights, provision for doubtful debts,
provision for replacing gas cylinders, provision for lawsuits raised against the
Company, provision for slow-moving and spoiled inventory, provision for self-
insurance, etc.), provided that these provisions and financial statements are
audited by the Government.

All the above points apply to the year 2011, and up to the end of the transitional
period of 5 years, starting from the commencement of operations date of the
marketing companies on September 1, 2012. Moreover, Jordan Petroleum
Products Marketing Company started its operations on May 1, 2013.

The difference between the calculated income using this method and the calculated income

© 0n a commercial basis is included in the Ministry of Finance’s account, while the difference in
calculated income for the period ended April 30, 2018 and for the years from 2012 to 2017
was recorded in the provision profits’ settlement with the Government. Moreover, the liquefied
gas profit was not excluded from the profits stated in point (5) above, as no agreement with
the Government has been reached yet regarding the commission on filling the gas cylinders,
which covers costs and generates profit from this activity. The related negotiations with the
Government are still ongoing in preparation for this activity and for excluding its profit from
the refining profit.

-10-




End of Relationship with the Government

1-

3-

According to the Company’s future business minutes of meetings signed on September
13, 2012 the financial relationship between the Jordan Petroleum Refinery Company and
the Government of Jordan ended on April 30, 2018, pursuant to the Prime Minister’s
Decision No. (7633) taken during the Prime Ministry’s meeting held on 30 April 2018,
exclusion from applying the Jordanian specifications has been extended regarding the
oil derivatives resulting from the refining process at the Jordan Petroleum Refinery
Company throughout the implementation period of the Fourth Expansion Project as of -
May 1, 2018, provided that the project implementation stages shall be adhered to, and
that production of the Jordanian Petroleum Refinery Company shall not exceed 46% of
the needs of the local market for non-conforming oil derivatives. The decision also
reguires the Ministry of Finance to follow up on implementing the procedures related to
the points below and submit any related conclusions to the Council of Ministers:

The Ministry of Finance shall calculate the amounts due to Jordan Petroleum Refinery
Company until Apri! 30, 2018, and such amounts shall be paid in installments during
the years 2018, 2019 and 2020 with interest thereon of (30%, 40% and 30%).
Moreover, these amounts shall be paid after issuance of the General Budget Law and
before the end of the second quarter of each year for the same year until full repayment
in the year 2020. Meanwhile, the Ministry of Finance shall provide the Jordanian
Petroleum Refinery Company with a letter stating the amounts due to the Jordanian
Petroleum Refinery Company on 30 April 2018 and ensuring their payment with interest
at the actual cost borne by the Company during the above period at the said rates
(Note &/d).

The Jordanian Petroieum Refinery Company shall treat the sediment and water in the
tanks and destroy the necessary materials. Moreover, the idle materials shall be
evaluated on April 30, 2018, the cost of the sediment and water, as well as the disposal
costs thereof, shall be calculated, and the surplus shall be transferred to the Ministry
of Finance. In this respect, the Company has not reached an agreement with the
Ministry of Finance regarding the right to maintain the provision for idle, slow-moving,
and sedimentary materials, there are still negotiations around the ownership rights of
the provision for idle, slow moving, and sedimentary materials. (Note 7).

The Jordanian Petroleum Refinery Company shall maintain JD 5 million as a provision
for the write-off, repair, and replacement of gas cylinders and transfer the remaining
JD 5 million to the Ministry of Finance. If the actual value of the write-off and
replacement of the cylinders exceeds the said amount, the difference shall be
transferred from the refundable deposits related to the Ministry of Finance. If, on the
other hand, the actual value is lower, the difference shall be transferred to the Ministry
of Finance, provided that this matter be addressed in the future through the pricing
mechanism. Accordingly, the Company released an amount of 1D 5 Million during the
period ended April 30, 2018 and was reflected to the Ministry of Finance account (Note
11/¢).

The Jordanian Petroleum Refinery Company shall cancel the interest on the National
Etectricity Company's borrowing of JD 79.2 million, provided that settlement be made
between the National Electricity Company and the Government. This has not been
reflected on the Condensed Consolidated Interim Statement of Financial Position (Note
11/f),
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The tax situation of the Jordan Petroleum Refinery Company shall be rectified as a result
of including the tax within the IPP Price Bulletin. In this regard, the current ex-refinery
price does not include the public and private taxes. Instead, the said taxes are included
afterwards, collected from the marketing companies, and forwarded to the State
Treasury (Note 6/f).

The Government shall bear any taxes, government fees, or tax differences during its
relationship with the Company, since the Company is guaranteed profit after tax during
that period (Note 6/f).

Gasoline (95} used for the mixing process to produce Gasoline (90) and Gasoline (95)
shall be exempted from the tax differences between import and sale. Moreover, the
necessary procedures shall be facilitated concerning implementation of the Council of
Ministers” Decision No. (13363) related to exempting the Company's imports sold to
the marketing companies. In this respect, the Law prescribes exempting the Jordanian
Petroleum Refinery Company from public and private taxes as of May 1, 2013 on the
oil derivatives it produces for the quantities sold exclusively to petroleum products
marketing companies, provided that the public and private taxes thereon have been
paid by the marketing companies. The Law also prescribes tackling all pending issues
with the Customs Department and completing all customs data, whether pending at
the Customs Department or the Jordan Standards and Metrology Organization before
the relationship with the government expires (Note &/f).

The Government’s strategic stock, which has been quantified and valued, shall be
transferred to the logistics company, provided that the value of this stock be settled
later, the Company started transferring the strategic inventory to the Logistics
Company starting April 2018 (Note 19).

The Ministry of Finance shall maintain the provision for doubtful debts. If any debt
arising during the relationship with the Government is written off, the Ministry of
Finance shall commit to paying it to the Jordan Petroleum Refinery Company. Noting
that there are negotiations regarding the ownership rights of the allowance for doubtful
debt (Note 6/g). :

The rate of return on investment shall be determined for LPG filling stations for the
purpose of calculating the commission amount at 12%. Moreover, the commission
amount for the period from 1 May 2018 to 31 December 2018 shall be set at JD 43 per
ton, and any surplus or shortage amounts shall be treated concerning the increase or
decrease in the rate of return on investment compared to the targeted commission
amount of the filling stations for the following year. In addition, the said mechanism
shall not increase the cylinder cost for citizens, nor require any subsidy by the Treasury
/ Ministry of Finance for this activity (Note 17).

The rental value shall be calculated regarding the assets transferred from the Jordan
Petroleum Refinery Company to the Jordan Petroleum Products Marketing Company at
the rate approved by the Land and Survey Department of (8%) on land and buildings
valued at JD 4.9 million effective from the transfer date of these buildings up to date
(Note 5).
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4.

Commencing Operations on Commercial Basis after End of Relationship with the

1-

Geovernment :
The Company recorded rmoratorium interest on the Ministry of Finance balances using
the actual borrowing rates prevailing in the markets starting May 1, 2018.

Effective May 1, 2018, the Company stopped recording quantity discounts in favor of
the Royal Jordanian Airlines until receiving a letter from the Ministry of Finance
granting a discount extension in accordance to prior years’ basis. In addition, the
borrowing interest rate was amended to 4.4% instead of 0.05% in accordance with
signed debt settlement agreement between both parties.

The Company started recording strategic inventory storage revenue at the rates
prevailing in the market starting May 1, 2018 (Note 3).

The Company stopped recording the targeted income settlement with the Government
and fixed the balance in the condensed consolidated income statement as at April 30,
'2018 (Note 17).

As of May 1, 2018, the Company has recorded an amount of JD 1,937,003 as a
replacement revenue for gas cylinders fillings differential fees pursuant to the Prime
Minister’s Decision No. (7633) dated April 30, 2018, which represents the difference
between the amount included in the price composition of selling oil derivatives (FPP)
that is amounted to JD 25/ton and the Prime Minister’s decision that is amounted to
D 43/ton.

Significant Accounting Policies

Basis of preparation of the condensed consolidated interim financial statements
The condensed consolidated interim financial statements were prepared in accordance
with International Accounting Standards (34) (Interim Financial Reporting).

The condensed consolidated interim financial statements are stated in Jordanian Dinar.

The condensed consolidated interim financial statements have been prepared in
accordance with the historical cost principle except for financial assets and financial
liabilities, which are stated at fair value at the date of the condensed consolidated
interim financial statements.

The accompanying condensed consolidated interim financial statements do not include
all the information and disclosures required for the annual financial statements, which
are prepared in accordance with International Financial Reporting Standards and must
be read with annual report of the Company. In addition, the results of the Company’s
operations for the nine months ended September 30, 2018 do not necessarily represent
indications of the expected results for the year ending December 31, 2018.

The accounting policies adopted in preparing the condensed interim financial statements
are consistent with those applied in the year ended December 31, 2017 except for the
effect of the adoption of the new and revised standards which are applied on or after
the first of January of 2018 as follow:
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Amendments with no material effect on the condensed interim financial
statements of the company:

Annual Improvements to IFRS Standards 2014 - 2016 The improvements include
the amendments on IFRS 1 and IAS 28 and they are effective for annual periods
beginning on or after January 1, 2018.

Amendments to IFRS 2 Share Based Payment
The amendments are related to classification and measurement of share based payment

transactions and they are effective for annual periods beginning on or after January 1,
2018.

Amendments to IFRS 4 Insurance Contracts

The amendments relating to the different effective dates of IFRS 9 and the forthcoming
new insurance contracts standard and they are effective for annual periods beginning on
or after January 1, 2018.

IFRIC 22 Foreign Currency Transactions and Advanced Consideration

IFRIC 22 addresses how to determine the date of transaction for the purpose of
determining the exchange rate to use on initial recognition of an asset, expense or
income (or part of it) or on de-recognition of a non-monetary asset or liability arising
from advance considerations,

The interpretation specifies that the date of transaction is the date on which the
entity initially recognizes the non-monetary asset or nen-monetary liability arising
from the payment or receipt of advance consideration.

Amendments to IAS 40 Investment Property
These amendments show when the entity shall transfer (reclass) a property including
investments under process or development to, or from, investment property.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single cormnprehensive model for
entities to use in accounting for revenue arising from contracts with customers. IFRS
15 will supersede the current revenue recognition guidance including IAS 18 Revenue,
IAS 11 Construction Contracts and the related interpretations when it becomes
effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or
services. Specifically, the standard introduces = S5-step appreoach to revenue
recognition:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.
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Under IFRS 15, an entity recognizes when (or as) a performance obligation is satisfied,
i.e. when ‘control’ of the goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive guidance has been added
in IFRS 15 to deal with specific scenarios. Furthermore, extensive disclosures are
required by IFRS 15,

IFRS 15 may be adopted retrospectively, by restating comparatives and adjusting
retained earnings at the beginning of the earliest comparative period. - Alternatively,
IFRS 15 may be adopted as of the application date on January 1, 2018, by adjusting
retained earnings at the beginning of the first reporting year (the cumulative effect
approach).

Amendments to IFRS 15 Revenue from Contracts with Customers

The amendments are to clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations, and licensing) and to provide some
transition relief for modified contracts and completed contracts.

Amendments to IFRS 7 Financial Instruments: Disclosures
The amendments are related to disclosures about the initial application of IFRS 9. The
amendments are effective when IFRS (9) is first applied.

IFRS 7 Financial Instruments: Disclosures

The amendments are related to the additional hedge accounting disciosures (and
consequential amendments) resulting from the introduction of the hedge accounting
chapter in IFRS 9. The Amendments are effective when IFRS 9 is first applied.

Amendments that has impact on the condensed interim financial statements of
the Company

IFRS 9 Financial Instruments

IFRS 9 issuedin November 2009 introduced new requirements for the classification and
measurement of financial assets. IFRS 9 was subsequently amended in October 2010
to include requirements for the classification and measurement of financial liabilities and
for derecognition, and in November 2013 to include the new requirements for general
hedge accounting. Another revised version of IFRS 9 was issued in July 2014 mainly to
include a) impairment requirements for financial assets and b} limited amendments to
the classification and measurement requirements by introducing a ‘fair value through
other comprehensive income’ (FVTOCI) measurement category for certain simple debt
instruments.

A finalized version of IFRS 9 which contains accounting requirements for financizal
instruments, replacing IAS 39 Financial Instruments: Recognition and Measurement.
And a new version of the new standard includes the requirements of recognition,
measurement, impairment and hedge accounting.

The final version of IFRS 9 relating to financial instruments was replaced which relates
to the credit loss model incurred in accordance with IAS 39 Financial Instruments:
Recognition and Measurement, replacing a mode! for expected credit losses. The
Standard includes a business model for debt instruments, loans, financial liabilities,
financial guarantee contracts, deposits and receivables, but does not apply to equity
instruments.

The implementation was applied retrospectively in compliance with the IFRS (9)
furthermore, the Company didnt adjust the comparative figures. The effect of this
implementation was recognised in January 1%, 2018 through retained earnings in the
statement of changes in equity.
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In case there is a low credit risk to the finzncial asset at the date of initial application of
IFRS (9), the credit risk relating to the financial asset is considered to have not been
changed substantially since its initial recognition.

In accordance with IFRS 9 Financial Instruments the expected credit losses are
recognized at an early date in accordance with IAS 39.

The revised version of IFRS 9 (2014) (Financial Instruments) includes a classification
mechanism for financial assets and liabilities. IFRS 9 requires all financial assets to be
classified based on the entity's business model for managing the financial assets and
the contractuai cash flow characteristics of the financial asset.

Theré is no material difference in the classification of financial assets and liabilities
arising from the adoption of IFRS 9 for the year 2014.

IFRS 9 Implementation Impact for the year 2014
The impact of implementing the changes in accounting poelicies to the interim condensed
financial statements of the Company as of January 1% 2018 is illustrated in note (23).

Basis of Consolidation of the Financial Statements

The condensed consolidated interim financial statements include the financial statements
of the Company, its subsidiaries, and entities under its control. Moreover, control is
achieved when the Company has the ability to control the financial and operating policies
of the subsidiary company to obtain benefits from its activities. Transactions, balances,
revenues, and expenses between the Company and its subsidiaries are eliminated.

The company re-evaluates its control on the subsidiary company if the facts and
circumstances include changes to the above mentioned control elements.

When the voting rights of the Company are less than the majority rights of the investee
Company-as the Company has authority over the investee company when it has
sufficient voting rights granting it the ability to direct the investee-related activities from
one-side-the Company considers all the relevant facts and circumstances when
performing an evaluation of whether the owned voting rights are enough to give it
authority over the investee company or not. This ircludes the following:

The size of the Company's voting rights compared to others’ and their distribution.

The probable voting rights owned by the Company. '

Rights arising from any other contractual arrangements. '

Any indications or circumstances pointing to whether the Company is currently
capable/incapable of directing its related activities the decision must be taken. This
includes voting patterns in the shareholders’ previous meetings.
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Changes in the Company’s ownership and its current subsidiaries:

Changes in owners’ equity of the Company and its subsidiary which do not lead to loss of
the Company’s control over its subsidiaries are considered as stock transactions. The
book value of the Company’s shares will be adjusted to reflect the changes in its shares
in the subsidiary companies. Any difference between the value, which non-centrolling
interests are adjusted, and the fair value of the amount paid or received is directly stated
in owners’ equity and will be attributed to the Company’s shareholders.

When the Company loses control over a subsidiary, profit and loss will be recorded in the
income statement and calculated on the basis of the difference between (1) the total of
fair value the consideration received and the fair value of any remaining shares, and (2)
the previous book value of assets (goodwill included), subsidiary’s liabilities, and any
non-controlling interests. All previously recognized amounts will be included in the other
comprehensive income statement related to the subsidiary company as if it had directly
disposed of the subsidiary-related assets or liabilities (i.e. reclassified to the income
statement or transferred to another category within owners’ equity as stated or
authorized in the prevailing Interpational Financial Reporting Standards). Moreover, the
fair value of the investrment kept by the prior subsidiary company on the date of the loss
of control is considered as the fair value upon preliminary registration to be accounted
for later as per International Accounting Reporting Standard (9), or, as deemed
appropriate, the cost upon preliminary registration of the investment in an associate or
joint venture.

Transactions, balances, revenues and expenses between the Company and its
subsidiaries are eliminated except for any financial impact on the profit settlement item
with the Government under the agreement signed between the Company and the
Government. There is no impact on the consolidated net income of the Company.

The financial statements of the subsidiary companies are prepared for the same fiscal
year of the Company adopting the same accounting policies of the Company. If the
accounting policies adopted by the subsidiary differ from those

adopted by the Company, the necessary adjustments to the subsidiary company's
financial statements are made so that its accounting pelicies match those of the Company.

The result of subsidiaries company’s operation will be consolidated in the consolidated
fncome statements from the date of acquisition which is the date that the control
effectively moved to the company over the subsidiary company, the result of subsidiaries
company’s operation which has been disposed will be consolidated in the consolidatad
incomes statement up to the date of disposal which is the date that the company loses
control over the subsidiaries.
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*  The Company owns directly and indirectly the following subsidiaries as of September 30,

2018; _
Authorized
Company's Name Capltal Qwnershlp Location Estabilshment Date Note
D %
Jordan Petrolevm Products Marketing Company 55,000,000 100 Amman February 12, 2013 Performing
Jordan Uguefled Petroleum Gas Manufacturing
And Filling Company (paid 50%) 4,000,000 100 Amman May 28, 2008 Non-performing
Jordan Lube - Cll Manufacturing Company (pald
50%) 3,000,000 160 Amman May 28, 2008 Non-performing
Nuzha and Istiklal Fuel and Oll Statlon .
Company 5,000 D] Amman Jamuary 8, 2014 Performing
Al-Markzeya Fuel Trade Statlon Company 10,000 100 Amman May 28, 2014 Performing
Al-Karak Central Fuel Statlon Company (pald 50%) 5,000 &Q Al Karak Novemnber 26, 2014 Performing
Al-Khalrat Fuel Station Cormpany
[pald 50%) 5,000 60 Al Karak November 11, 2014 Performing
Rawaby Al-Qwlrah Fuel and Oll Statlon Company (pald 50%) 3,000 &0 Al Agaba June 22, 2015 Perfarming
Al-a'on for marketing and Distribution Fuel products Company 1,005,000 60 Amman January 10, 2016 Performing
Jordanlan German Gas stations Company 125,000 &0 Amman November 8, 2015 Perfarming
Qaws Al-Nasser managing Fue! Statlons Company 3,000 60 Irbld Decernber 29, 2014 Performing
Al=Tarlq Al-Da'arl for fuel Company (paid 50%:) 5,000 50 Amman June 10, 2015 Performing
Al-Kamnel for Fuel and Oll Company (paid 50%) 5,000 &0 Amrman February 26, 2017 Performing
Al-Wad| Al-A'ablad Gas statlon (paid 50%) 5,000 60 Amman August 4, 2015 Performing
Al-Muneirzh Station for Fuel and OFf Company 5,000 60 Amman Nevember 6, 2014 Performing
Al-Tanmwieh Al-A'olz Gas Stations [pald 50%) 5,000 1o} Amman November 19, 2015 Performing
) Non-performing-

Al-Ramah Modern Statlon Fuel Cormpany 5,000 60 Amran December 17, 2014 under rencvation

Nen-performing-
Taj Amoun for Fuel Company (paid 50%) 5,000 60 Amman September 20, 2017 under renovation

Non-performing-

under renovation
Al-Shera‘a for Fuel and Oil Company (paid 50%) s.000 95 Amman February 18, 2017

Non-performing-
Al-Qastal for Fuel and Ol Company (pald 50%) 5,000 60 Amman June 15, 2017 under renovation
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Jordan Petroleum Products Marketing Company was established on February 12, 2013
with total assets, zlong with its subsidiaries of 1D 203,168,843, while its total liabilities
and those of its subsidiaries amounted to JD 125,543,875 as of September 30, 2018.
The Company’s consolidated net income amounted te JD 8,011,796 with a non-
controlling interest amounted to JD 202,475 for the period ended September 30, 2018.
Furthermore, the Company Has started operating gradually since May 1, 2013, and part
of the Jordan Petroleum Refinery Company’s assets have been transferred to the
Company at their net book value, Also, some employees were assigned from Jordan
Petroleumn Refinery Company to work at the Company. The required legal procedures to
transfer the title of some buildings and vehicles were also subsequently compieted.
Furthermore, the Ministry of Finance sent Letter No.18/4/21247, dated August 24,
2015, to the Company inguiring about the transfer of part of these assets to Jordan
Petroleum Products Marketing Company at the assets net book value, instead of market
value. In this regard, the Ministry demanded that these assets be revaiued at market
value and that the difference in those values be recorded to the favor of the
Government. Consequently, the Company responded to the Ministry of Finance in a
letter dated November 18, 2015, explaining that the decision to transfer assets at net
book value was based on a precedent relating to the transfer of the assets of the stations
to the three marketing companies. Moreover, the transfer is for restructuring the
Company’s activities upon the expiry of the concession period, which entailed such
restructuring. The task of providing consumers with oil derivatives has been transferred
to the Jordan Petroleum Product Marketing Company; however, this task had been
completed as of September 30, 2018 except for electricity company’s governmental
institutions, security agencies, some airlines agencies, stations and airports still obtain
their supplies directly from Jordzn Petroleum Refinery Company. The required legal
procedures to conclude the transfer of the ownership of the assets to Jordan Petroleum
Products Marketing Company were completed during the year 2017 as follows:

1- Land and buildings: The value of land and buildings with a cost of JD 4,903,283 was
transferred to Jordan Petroleum Products Marketing Company according to their
book values, the net book value of these assets is JD 4,183,956 as of May 1, 2013,

2- Vehicles: The value of vehicles costing JD 5,483,410 was transferred to Jordan
Petroleum Products Marketing Company according to their book value. Moreover, the
net book value of these assets is JD 109,881 as of the May 1, 2013.

3- Other property and equipment: Other property and equipment costing JD 4,460,927
were transferred to Jordan Petroleum Products Marketing Company at their book
value during the year 2013 and invoices were issued to the Jordan Petroleum
Products Marketing Company; the net book value of these assets is 1D 1,446,738.

4- Employees and their benefits: The contracts of Jordan Petroleumn Refinery Company’s
employees were transferred to Jordan Petroleum Products Marketing Company. In
addition, the Jordan Petroleum Products Marketing Company is charged for the
assigned employees’ salaries and benefits.

5- Jordan Petroleum Products Marketing Company receives a marketing commission of
12 fils per liter sold, plus a commission on the retail sale of petroleum products of
15 fils for each liter sold until August 31, 2018. It was amended to 18 fils per liter
sold from September 1, 2018, in addition to other commissions related to the
evaporation allowance, according to the agreement signed with the Ministry of
Energy and Mineral Resources. Furthermore, sale and distribution of petroleum
derivatives to governmental customers, electrical companies, and some aviation
companies are conducted directly through Jordan Petroleum Refinery Company.
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The expired concession settlement agreement between Jordan Petroleum Refinery
Company and the Government dated February 25, 2008 stated that Jordan Petroleum
Refinery would keep part of the distribution activities (as ane of the licensed distributing
companies with 2 market share not less than 25 %) subject to all conditions and terms
applied to the other distributing companies. Moreover, the agreement stated that this
Company’s assets shall include the gas stations owned by Jordan Petroleum Refinery
which has the right to split, own, and sell these stations to the distributing companies.
In addition, the agreement stated that Jordan Petroleum Refinery Company is the owner
of the tanks and the pumps and has the right to sell them to the distribution cornpanies.
The agreement also stated that the Government owns some entities (storage and
loading areas in Agaba and properties within the Jordanian airports. In the beginning,
the Jordan Petroleum Refinery Company was involved as a partner, but later on, it was
agreed that the Government would be the sole owner of these assets in accordance with
an independent meeting held on September 2012). In the meantime, the agreement
stated that the Jordan Petroleum Refinery Company would keep the remaining
ownership of the property, plant and equipment, including the oil derivatives loading
and distribution facilities. As the Company established Jordan Petroleum Products
Marketing Company that started its operations in May 2013 and transferred the
distribution activities to this company, it follows that the distribution activities and the
gas stations should be transferred to this company.

End of Relationship with the Government

Pursuant to the Prime Minister’s Decision No. (7633) taken during the Prime Ministry’s
meeting held on 30 April 2018 the Ministry of Finance was assigned to follow up on
implermenting the procedures related znd submit any related conclusions to the Council
of Ministers regarding the rental value shall he calculated regarding the assets
transferred from the Jordan Petroleum Refinery Company to the Jordan Petroleum
Products Marketing Company at the rate approved by the Land and Survey Department
of (8%) on land and buildings valued at 1D 4.9 million effective from the transfer date
of these buildings up to date. This is what the Jordan Petroleum Refinery Company
objects to for the reasons mentioned above given that these assets are the right of the
Jordan Petroleum Refinery Company in accordance to the concession agreement and
they are legally owned by the Company noting that the Company’s relationship with the
Government , which guaranteed profit of JD 15 million is limited to the refinery and gas
filling activates only, and in the company’s opinion the International financial Reporting
St?cndards do not include any standards forcing the Company to transfers these assets
at fair value,

Accounting Estimates

Preparation of the accompanying condensed consolidated interim financial statements
and application of the accounting polices require from the Company's management to
estimate and assess some items affecting assets and liabilities and to disclose contingent
liabilities. These estimates and assumptions also affect revenue, expenses, provisions,
and changes in the fair value within the statement of comprehensive income and owners’
equity and require from the Company's management to estimate and assess the
amounts and timing of future cash flows. The aforementioned estimates and
- assumptions are based on multiple factors with varying degrees of assessment and
uncertainty. Moreover, the actuzl results may differ from the estimates due to the
changes resulting from the conditions and circumstances of those estimates in the
future.

We believe that the estimates adopted in the condensed cansolidated interim financial
statements are reasonable and consistent with that adopted in the preparation of the
consolidated financial statements for the year ended 2017 except estimates used to
calculate the impact of International Finzncial Reporting Standard No. (9) relating to
Financial Instruments which was calculated using expected credit loss method using
simplified approach.
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6. Receivables and Other Debit Balances

This item consists of the following:

September December 31,
30,
2018 2017
D 1D
Governmental institutions, securities agencies and .
Electricity companies-fuel (a) 431,764,258 369,726,882
Fuel and other clients (b) 57,321,322 76,756,053
Alia Company - Royal Jordanian Airlines {c) 41,506,403 46,850,302
Total receivables 530,592,023 493,333,237
Ministry of Finance (d) - Note (20) 202,955,579 158,819,906
Nationai Electric Power Company- Borrowing interests 79,200,000 79,200,000
(Note 11/f)

Checks under collection (e) 39,634,088 30,312,078
General sales tax deposits (f) 99,403,750 99,966,658
Other debit balances 3,909,410 2,803,302
Employees receivables 1,714,867 1,415,003
Advances against employee’s end-of-service indemnity 21,895 22,215

Payments and letters of credit deposits and purchase '
orders - subsidiary company 3,349,944 585,839
Prepaid expenses 11,673,747 9,382,332

972,455,703

Less: Provision for doubtful debts (g) (15,229,376)

875,850,570
(12,993,853)

957,226,327

862,856,717

The Company has adopted a policy of dealing with only creditworthy counterparties as
a means of mitigating the risk of financial loss from defaults. The following table is the
aging of accounts receivable:

September 30, December 31,

2018 2017
JD JD
1 day - 119 days 69,075,213 134,165,688

120 days ~ 179 days 48,614,180 12,284,506
180 days - 365 days 80,723,590 28,968,999
More than a year 332,179,040 317,914,044

Total 530,592,023 493,333,237

- The Company studies the aging of the receivables and the sufficiency of the booked
provision at the end of each financia! period.

a. Governmental institutions, securities agencies and private electricity companies include
JO 390,563,374 as of September 30, 2018 related to the refinery and gas activities and
JD 5,136,152 related to the oil activities and JD 36,064,772 related to the Jordan
Petroleum Products Marketing Company as of September 30, 2018,
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This balance includes receivables from governmental parties or guaranteed by
government due for more than 2 year with a total amount of JD 306,705,493 as of
September 30, 2018, the balance also includes amounts due from the partners of a
subsidiary company amounting to JD 1,968,649 due for more than one year. In
management’s opinion, the Company is able to collect these receivables, and there is no
need to book any provision against them:.

This item represents amounts due frorm the electricity and generating companies for fuel
consumption amounted to JD 76,556,156 as of September 30, 2018 (ID 42,398,388 as
of December 31, 2017).

. This item includes fuel clients’ dues and others, amounting to JD 20,513,308 related to

the refinery and gas activities and JD 3,685,721 related to the oil activities and ID
33,122,293 related to the Jordan Petroleum Products Marketing Company as of September
30, 2018.

On March 6, 2016, the Company signed a settlement agreement with Alia Company -
Royal Jordanian Airlines (RJ) to collect the outstanding receivables, according to this
agreement RJ paid 10% of the outstanding balance during March 2016, the remaining
amount shall be paid through 60 monthly instaliments. The first installment was due on
March 31, 2016, and the iast one will be due on February 28, 2021, with an interest of %
4.4%. Therefore, Alia Company- Royal Jordanian Airlines should pay all subsequent
invoices at the due date. Accordingly, the Company did not book any additional provisions
for RJ receivable. The Ministry of Finance informed the Company through its letter number
18/4/15391 dated June 26, 2016 that the Company should reverse the booked provision
for Alia Company - Royal Jordanian Airlines since RJ is complying with all agreement
terms. Alia Company - Royal Jordanian Airlines should pay their monthly withdrawals in
accordance to the signed agreement as March 2016, consequently the Company reversad
the booked provision for Alia amounted to JD 31 million in the year 2016. In case Alia did
not comply with this agreement the Company shouid rebuild the allowance for doubtful
debts against their dues.

In accordance with the Council of Minsters’ Decision No. (11131) dated August 16, 2015,
& quantity discount according to the consumption segments was granted to the jet fuel
consumers on the jet fuel-selling price determined by the monthly fuel pricing committee
starting from August 1, 2015 until December 31, 2016, and the said price will be calculated
on a yearly basis. Moreover, Decision No. (293) dated October 23, 2016 was issued by
the Prime Miristry modifying the quantities discount segments for the jet fuel consumers
effective from October 31, 2016. Subsequently, the Prime Ministry issued Decision No.
(1958) dated February 26, 2017, approving the retroactive amendment to the effective
date of the quantities discount of the aforementioned Decision No. (293) starting from
August 1, 2015 instead of October 31, 2016. Accordingly, the discount due to Alia
Company-Royal Jordanian Airlines for the period from August 1, 2015 until July 31, 2017
amounted to JD 29,947,993,

According to the Board of Directors’ Decision No. 5/2/1, in its Meeting No. 1/2018 held on
March 12, 2018, the Company decreased the receivable balance of Alia Company - Royal
Jordanian Airlines by JD 15,523,797 during the year 2017. The remaining part of the
receivable balance is to be deducted from the fuel withdrawals of Alia Company after
deducting any due unpaid invoices starting from the agreement singing date until 31 July
2018. Moreover, the discount due from August 1, 2017 until the discount expiry date
determined by the Prime Ministry is to be accounted for by reducing Alia Company’s
receivables by 40% and its monthly consumption by 60%. If the government agreement
is terminated, the discount will be czlculated until 30 April, 2018 at the same rates
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mentioned above, and the Prime Ministry’s decision will be applied after that date apart
from the Jordan Petroleum Refinery. According to the Prime Ministry’s Decision No.
(4141), in its meeting held on August 20, 2017, extension of the discount granted to the
Royal Jordanian Airlines Company for another year was approved based on the
aforementioned quantity discount segments effective from 31 October 2017.

Pursuant to the Prime Ministry’s Decision No. {5614), in its meeting held on 17 December
2017, the interest rate imposed on the debt owed by Alia Company- Royal Jordanian
Airlines to Jordan Petroleum Refinery Company is to be reduced from being 4.4% on
December 20, 2016 and currently at 3.8% to 0.5%. Accordingly, the interest for the years
2015 and 2016 to date is to be reversed in the form of a future balance so that the
resulting financial impact will be settled within the financial relationship between the
Ministry of Finance and Jordan Petroleum Refinery Company. The Company started
recording interest at a rate of 4.4% effective May 1, 2018 in accordance to the debt
settlement agreement with Alia Company.

According to the Prime Ministry’s Decision No. (1958), in its meeting held on February 26,
2017, it was approved to charge the discount granted to Alia Company directly to the
Ministry of Finance’s account without reducing the Company's revenues.

During the period ended April 30, 2018, the company recorded a discount amounting to
JD 11,659,699 on the ministry of finance account according to the decisions mentioned
above. An amount of JD 4,663,880 was deducted from the settlement agreement balance
and JD 6,995,819 were recorded as deposits in favor of Alia Company in accordance with
the Board of Directors decision no. 5/2/1, the Company stopped recording any discounts
starting from May 1, 2018.

The Company has directed a letter No. 2/25/51/1/1/6814 dated June 30, 2018 to Alia
company - Royal Jordanian Airlines stating that if they wishes to continue the application
of the decisions of the Prime Ministry through the Jordan Petroleum Refinery Company,
the company shall be provided with a letter from the Ministry of Finance that includes its
approval to record the amount of the discount and the interest difference directly to the
Ministry of Finance accounts and that these amounts are taken within the settlement of
the financial relationship between Jordan Petroleum Refinery Company and the
Government.

. The Ministry of Finance’s balance includes JD 225,977,529 related to the refinery and gas
activities and JD (53,021,550) related to the Jordan Petroleum Products Marketing
Company as of September 30, 2018.

End of Relationship with the Government ‘

Pursuant to the Prime Minister's Decision No. (7633) taken during the Prime Ministry’s
meeting held om 30 April 2018 the Ministry of Finance was assigned to calculate the
amounts due to Jordan Petroleum Refinery Company until April 30, 2018, and such
amounts shall be paid in installments during the years 2018, 2019 and 2020 with interest
rates of (30%, 40% and 30%). Moreover, these amounts shall be paid after issuance of
the General Budget Law and before the end of the second quarter of each year for the
same year until full repayment in the year 2020. Meanwhile, the Ministry of Finance shall
provide the Jordanian Petroleum Refinery Company with a letter stating the amounts due
to the Jordanian Petroleum Refinery Company on April 30 2018 and ensuring their
payment with interest at the actual cost borne by the Company during the above period
at the rates stated above.
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The information stated below was not adjusted as of September 30, 2018 due to not
reaching a final agreement with the Government on these balances. The financial
relationship balance with the Government as of 30 April 2018 is as follows:

April 30, 2018

Amount due to the Company o
Ministry of Finance account (relationship) 220,480,978
General sales tax deposits 101,792,998
Security agencies, governmental departments and institutions

and National electricity debts: *
Armed Forces / Directorate of Supply 101,513,938
Royal Air Force 136,424,517
Directorate of general security 45,627,576
Directorate General of the gendarmerie 9,553,718
Civil Defense 3,259,795
Departments, ministries and governmental bodies

and institutions 3,280,986
National Electricity Company 76,413,291

Total indebtedness’ of security agencies and government
departments and institutions and national electricity

376,073,821

Total amounts due to the Company £698,347,797
Less: Amounts due to the government:

Deposits of surplus from differences of preducts pricing 43,746,064
Special sales taxes deposits 1,738,247
Provisions for constructing alternative fuel tanks 93,500,103
Fees, stamps and allowances according to IPP 21,244,292
Total amount due to the Government 160,228,706
Balance owed by the government to the Company 538,119,091

According to the minutes of the Company’s meetings with the Ministry of Finance and the
Jordan Petroleum Refinery Company held on November 8, 9 and 16, 2017, to determine
the balances of the financial relation between Jordan Petroleumn Refinery Company and
the Government (excluding Jordan Petroleum Product Marketing Company and the Oil
Factory) for the balances as of September 30, 2017, the Ministry of Finance has taken a
pledge for all of the debt balances of the Armed Forces, Royal Air Force, Public Security
Directorate, the General Directorate of the Gendarmerie, other security forces, and
governmental departments, within its budget as well as the debts of the National Electric
Power Company for refining and gas activities in the amount of D 319,468,856 as of
September 30, 2017. In the meantime, the two parties have agreed that no provision
would be made for the debts of Royal Jordanian Company, municipalities, governmental
universities, and independent governmental managerial and financial institutions during
the relationship period, provided that if those amounts are not collected through the
judiciary, and the Company is required to write them off, the Ministry of Finance pledges
to pay those debts and any related costs.

. The maturity date of checks under collection for Refinery and Gas activities extends up to

October 8, 2018. Moreover, the maturity date of the checks of the Lube-0il Factory and
the Jordan Petroleum Products Marketing Company extends up to December 31, 2018.
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This item represents general sales tax deposits amounting to JD 103,901,963 related
to Refinery and Gas activities and JD (4,498,213) related to the Jordan Petroleum
Products Marketing Company as of September 30, 201s.

End of Relationship with the Government

Pursuant to the Prime Minister’s Decision No. (7633) taken during the Prime Ministry’s
meeting held on April 30, 2018 the Ministry of Finance was assigned to follow up on
implementing the procedures related and submit any related conclusions to the Council
of Ministers regarding Correcting the tax situation of Jordan Petroleum Refinery
Company as a result of the inclusion of the tax in the price bulletin (IPP), since the price
of the refinery door currently does not include the general and private taxes, whereas,
the taxes are then included and collected from the marketing companies and supplied
to the state treasury and the government to bear any taxes or government fees or Tax
differences during its relationship with the Company as the Company is guaranteed
taxable income during the period. Moreover, The Gasoline (95) used for the mixing
process to produce Gasoline (90) and Gasoline (95) shall be exempted from the tax
differences between import and sale. Moreover, the necessary procedures shail be
facilitated concerning implementation of the Council of Ministers’ Decision No. (13363)
related to exempting the Company's imports sold to the marketing companies. In this
respect, the Law prescribes exempting the Jordanian Petroleum Refinery Company from
public and private taxes as of May 1, 2013 on the oil derivatives it produces for the
quantities sold exclusively to petroleum products marketing companies, provided that
the public and private taxes thereon have been paid by the marketing companies. The
Law also prescribes tackling all pending issues with the Customs Department and
completing all customs data, whether pending at the Customs Department or the
Jordan Standards and Metrology Organization before the relationship with the
government expires.

In accordance with the Prime Ministry Decision No. 6953 adopted in its meeting held
on March 19, 2018 the approval was obtained to exempt the quantities of gasoline (95)
used in the production of gasoline (90) and the amount of (2,360,253) tons of sales
tax, public and private for the period from the first of May 2013 to September 30, 2017.
The resolution shall include any amount of gasoline (95) used in the mixing process for
the production of gasoline (90 and 95) until the end of the financial relationship between
the government and the Jordan Petroleum Refinery Company.

During the year 2010, the pricing mechanism of oil products, according to international
prices, included special sales tax on oil products at 6% of the refinery gate price
excluding Fuel Qil, Afture, and Afkaz. Moreover, the special sales tax on fuel {(both
types) was raised, as stated in the pricing mechanism of oil products letter dated June
18, 2010, to be between 18% and 24%. In accordance with the amended special tax
law no.3 for the year 2018, the special tax on gasoline 95 was increased to be 30%
effective January 15, 2018.

According to the resolution of the Prime Ministry, in its letter No. 12/11/4/2439 dated
on February 7, 2008, it was agreed to apply 2 general sales tax on unleaded gasoline
as follows starting from February 8, 2008:

To adjust the exemption on unleaded gasoline Octane 90, according to Article (22/c) of
the General Sales Tax Law No. (6) for the Year 1994 and its amendments, to become
12% subject to a general sales tax rate of 4%. Pursuant to Prime Ministry decision at;
its meeting held on January 4, 2018 the general sales tax on Gasoline (90) was
increased to reach 10%.
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2. To cancei the exemption on unleaded Gasoline Octane 95, according to Article (22/¢) of
the General Sales Tax Law mentioned above, and subject to general tax at a rate of
16%.

3. The Prime Ministry decided in its meeting held on May 24, 2017 and pursuant to Article
no (149/C) of the Customs Law No. 20-for the year 1998 to exempt imported petroleum
products from custom fees (unified fee) pertaining to the refinery activities except for
mineral oils, its inputs, and. any oil factory related materials starting January 1, 2017
until May 1,2018 pursuant to Prime Ministry decision 3059 dated May 29, 2017, the
Prime Ministry also decided pursuant to decision 7787 to extend the above mentioned
exemption for-the period starting May 1, 2018 until April 30, 2019

4. In accordance with the decision of the Council of Ministers adopted at its meeting held
on May 24, 2017, and based on the provisions of Article 149 / C of the Customs Law
No. 20 of 1998 exempting imported petroleum products from customs duties (the
common fee), excluding mineral oils and their inputs and any other materials related to
the oil plant , The company obtained the approval of the Ministry of Finance - Customs
Department to waive the ratification of documents (invoice and certificate of origin)
based on Article 2 / f of the instructions No. 2 of 1999 for imported petroleum materials
except mineral oils and their inputs and any other materials related to the oil plant for
the period from the date 1 January 2017 and until 1 May 2018, under the letter of the
Ministry of Finance - Customs Department No. 108/7/20/32295 dated July 2, 2017. The
renewal of the non-ratification of the documents (invoice and certificate of origin)
occurred as mentioned above for the period from the first of May 2018 to the first of
May, 2019, under the letter of the Ministry of Finance / Customs Service No.
108/7/20/19243 dated June 3, 2018.

5. The Council of Ministers decided in its meeting held on 9 April 2017 to approve the
inclusion of crude oil and oil derivatives in Schedule No. 2 annexed to the General Sales
Tax Law on Goods and Services subject to General Sales Tax by or by (Zero) as of
February 12, 2017 except for Gasoline.

6.  The Council of Ministers approved, in its meeting held on January 3, 2016 decision No.
13363, based on the recommendations of the Economic Developrment Committee dated
on December 22, 2015, to exempt the Company, from general and special sales tax
effective the first of May 2013 on exclusively imported quantities sold to the marketing
companies, provided that the general and sales tax thereon has been paid by those
companies within the pricing structure of IPP.

9. The movement on the provision for doubtful debts is as follows:

For the Nine For the Year
Months Ended Ended on
September 30, December 31,
2018 2017
JD JD

Balance - beginning of the period/year 12,593,853 13,170,449
IFRS 9 implementation impact — Note (23) 1,791,449 -
Adjusted Balance - beginning of the period/year 14,785,302 13,170,449
Provision during the period/year - net 1,303,089 945,755
Written-off during the period/year * ~ (859,0153:) (1,122,351)
Balance - End of the Period/Year 15,229,376 12,993,853
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During the period ended September 30, 2018, the Company wrote off accounts
receivable due from governmental institutions and other agencies pursuant to decisions
No. 39, 40, 41, and 42 of the Company’s Board of Directors in their meeting No.
(3/2018) held on April 15, 2018. The Company wrote of these balances due to their
inability to collect them through by law and the application of clause 452 of the statute
of limitations law.

Provision for doubtful debt includes JD 6,535,125 as of September 30, 2018 (JD
8,619,977 as of December 31, 2017) for the Refinery and Gas activities, JD 1,844,014
2s of September 30, 2018 (D 1,100,384 as of December 31, 2017) for Oil activity, and
1D 6,850,237 as of September 30, 2018 (ID 3,273,492 as of December 31, 2017) for
the Jordan Petroleum Products Marketing Company.

End of Relationship with the Government

Pursuant to the Prime Minister’s Decision No. (7633) taken during the Prime Ministry's
meeting held on April 30, 2018 the Ministry of Finance was assigned to follow up on
implementing the procedures related and submit any related conclusions to the Council
of Ministers regarding the Ministry of Finance to maintain the provision for doubtful
debts. If any debt arising during the relationship with the Government is written off, the
Ministry of Finance shall commit to paying it to the Jordan Petroleum Refinery Company.
Noting that the company did not agree with the Ministry of Finance regarding the right
to retain the provision for doubtful debts.

Crude Oil, Finished 0Oil Products, and Supplies

This item consists of the following:
September 30, December 31,

2018 2017

1D JD
Finished petroleum products and |ube oil 151,607,791 149,867,399
Crude oil and materials under process 55,156,887 46,311,835
Raw materials, spare parts, and other supplies 85,705,086 73,953,762
Goods in transit 47,770,283 67,374,585
Less: Provision for obsolete and slow-moving items (20,036,859) (20,638,343)
320,203,188 316,869,338

The movement on the provision for obsolete and slow-moving items is as follows:

For the Nine For the Year
Months Ended Ended December

September 30, on 31, 2017

2018
D D

Balance - beginning of the period/year 20,638,343 20,297,901
Provision reserved during the period/year 5,437,757 660,724
Less: inventory written-off * (6,039,241) (320,282)
Balance - End of the Period/Year 20,036,859 20,638,343
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* During the period ended September 30, 2018 the Company wrote off spare parts and
refinery non-operating unit supplies from the obsolete and slow moving inventory that
is no longer needed in the Company pursuant to the Company’s Board of Directors’
decision no. 37 at their meeting no. {3/2018) held on April 15, 2018.

End of Relationship with the Government

Pursuant to the Prime Minister’s Decision No. (7633) taken during the Prime Ministry’s
meeting held on April 30, 2018 the Ministry. of Finance was assigned to follow up on
implementing the procedures related and submit any related conclusions to the Council
of Ministers that the Jordanian Petroleum Refinery Company shall treat the sediment
and water in the tanks and destroy the necessary materials. Moreover, the idle
materials shall be evaluated on April 30, 2018, the cost of the sediment and water, as
well as the disposal costs thereof, shall be calculated, and the surplus shali be
transferred to the Ministry of Finance. In this respect, the Company has not reached
an agreement with the Ministry of Finance regarding the right to maintain the provision
for idle, slow-moving, and sedimentary materials.

8. Property and Equipment

During the nine months ended on September 30, 2018 an amount of JD 5.1 Million
have been transferred from projects under constructions to property and equiprment
consists mainly of projects to build stations related to Jordan Petroleum Products
Marketing Company (subsidiary company). Additions on property and equipment and
projects under construction amounted to JD 14.4 Million for the nine months period
ended on September 30, 2018 mainly representing lands, buildings, distribution
equipment and projects under construction purchased by Jordan Petroleum Products
Marketing Company (subsidiary Company).

8. Intangible Assets — Net
This item consists of the following:

September 30, December 31,

2018 2017

_ D D
Jordan Petroleum Products Marketing License * 13,750,000 16,000,000
Goodwill ** 1,244,815 560,000
: 14,994,815 16,960,000

*  According to the decision of the Council Ministers, in their letter No. 58/11/1/26041
dated September 30, 2012, it was agreed to grant Jordan Petroieum Products Marketing
Company {subsidiary Company) a license for operating and distributing petroleum
products. The value of the license was determined to be 1D 30 million. Moreover, the
Company is required to pay a first installment and settle the remaining balance in five
equal annua! instaliments, whereas the last installment was settled during the period
ended September 30, 2018 The Company will amortize the intangible assets over 10
years, starting from the commencement date of its operations on May 1, 2013, based
on the agreement signed with the Ministry of Energy and Mineral Resources on February
19, 2013 knowing that the agreement is renewable.
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The movement on intangible assets is as follows:

For the Nine For the Year
Months Ended Ended on
September 30, December 31,
: 2018 2017
1D JD
Balance - beginning of the period/year 16,000,000 15,000,000
(Amortization) of intangible assets for the
Period/year 2,250,000 (3,000,000)
Balance - ending of the period/year 13,750,000 16,000,000

**  This item represents goodwill that resulted from an acquisition by the Jordan Petroleum
Products Marketing Company (Subsidiary Company) of 50% of the shares of Nuzha and
Istiglal Gas Station Company and resulted from valuztion differences. The recoverable
amount has been determined by cafculating the expected cash flows to be generated to
the Company based on a 10-year budget approved by the Company. Moreover, the
expected cash flows for the years 2015 and after were determined, using a growth rate
of 4% for revenues and a growth rate of 2.5% for expenses. In management’s opinion,
the used growth rates for revenues and expenses are reasonable in light of the
company’s business nature as well as the overal! arowth of this sector in Jordan. The
company agreed to use a discount rate of 10% for the expected cash flows with an

internal rate of return of 15%.

Durin

the year 2018, the Jordanian Petroleum Products Mar
subsidiary Company) acquired the entire share of the partner in Al-

keting Company (a
Markzeya Fuel Traée

station, resulting in the acquisition a goodwill value amounted to 1D 284,815,

10. Due to Banks

This item represents an overdraft current account, granted by several local banks to
finance the Company’s activities, at interest rates ranging from 2.75 % to 7.50 % during

the period ended September 30, 2018 against the Company’s guarantee.

11. Accounts Payable and Other Credit Balances

This item consists of the following:

Deposits of surplus from differences of oil derivatives
pricing (a) - Note (20)
Provisions for constructing alternative fuel tanks {b) - Note (20)
Suppliers and obligations drafts and purchase orders
Provision for replacing gas cylinders (c)
Stamp duties, fuel imports fees, jet fuel and strategic
inventory and treasury support fees (d)
Provision for occupational accidents indemnity
Provision for lawsuits and other obligations - Note (18/b)
Advance payment from customers {e)
Liabilities against interests related to National Electric Power
Company for withholdings to the Ministry of Finance (f)
Import pricing differences / subsidiary company (g)
Inventory storage pravision (h)
Special sales taxes on oil derivatives deposits ~ Note (i} - Note (6/)
Shareholders withholdings
Creditors and other credit balances

Retention deducted from contractors

Provision for employees vacations

Alia - Royal Jordanian Airlines Company discount deposits -
Note (6/c)

Alia - Reyal Jordanian Airlines Company interest deposits -
Note (6/c)

September 30, December 31,

2018 2017

JD D
48,949,862 46,775,893
93,500,103 93,500,103
150,811,346 170,868,924
5,000,000 10,000,000
30,930,716 13,401,280
3,703,626 3,483,273
2,124,823 2,449,665
5,077,827 6,379,958
79,200,000
79,200,000

9,242,728 6,291,478
11,948,684 -
10,632,549 7,254,201
10,447,899 9,973,873
18,370,485 18,978,161
215,070 512,139
1,910,346 2,308,850
21,420,015 14,424,196
2,884,553 2,884,553
506,470,632 488,686,557

-20.




a. This item includes deposits resulting from gas cylinders pricing and oil derivatives
pricing differences between total cost-including taxes, fees, transportation charges,
and actual selling prices-and the rounding-up of fractions differences effective from
March 2, 2008. These differences are considered as the Government’s right according
to the Ministry of Energy and Mineral Resources’ Letter No. 9/4/1/719 dated February
16, 2009, and the Ministry of Finance’s Letter No. 18/4/9952 dated April 29, 2009.
Consequently, the Company was obliged, effective from March 2008, to record the
results of the rounding-up of prices in favor of the Ministry of Finance. Additionally,
the Government has claimed the differences in the pricing of oil derivatives effective
from December 14, 2008, according to the resolution of the Petroleum Derivatives
Pricing Committee, in its meeting held on December 13, 2008, provided that the
pricing surplus is recorded as a refundable deposit under liabilities within the financial
statements of the Company.

- The movement on the deposits of surplus from differences of oil derivatives pricing is
as follows:

For the Nine For the Year

Months Ended Ended on

September 30, December 31,
2018 2017
JD JD
Balance - beginning of the period/year 46,775,883 79,278,291
Pricing differences of oil derivatives

during the period/year (Note 15) 2,173,969 3,734,789
Paid during the period/year - (36,237,187)
Balance - End of the Period/Year 48,949,862 46,775,893

b. According to his Excellency the Prime Minister's Letter No. 58/11/1/5930 dated March
24, 2010, an amount of JD (34) per ton was added to the price of unleaded gasoline
(both types) within the pricing mechanism of oil derivatives starting from April 186,
2010. Moreover, the related proceeds are recorded in a special account maintained by
the Company for the Government, represented by the Ministry of Energy and Mineral
Resources, to build tanks for the storage of crude oil and/ or fuel oil derivatives at an
average of (70) thousand tons in Agaba / starting from December 1, 2016 the company
stopped adding this fees according to (IPP).
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The movement of deposits for constructing alternative fuel tanks is 25 follows:

For the Nine For the Year

Months Ended Ended on

September 30, December 31,
2018 2017
: D JD

Balance - beginning of the period/year 93,500,103 94,457,951
Paid during the period/year - (857,848)
Balance - End of the Period/Year 93,500,103 93,500,103

The movement on the provision for replacing gas cylinders is as follows:

For the Nine For the Year
Months Ended Ended on
September 30, December 31,
2018 2017
: D D
Balance - beginning of the period/year 10,000,000 10,000,000
Add: Provision for the period/year * 2,584,500 3,829,190
Less: Released during the period/year * (7,584,500) (3,829,180)
Balance - End of the Period/Year 5,000,000 10,000,000

The Board of Directors approved, in their meeting No. 1/2016 dated February 8, 2016,
to reverse an amount of JD 19,370,614 for the year 2015, based on the Company's
meeting with the Ministry of Finance dated December 12, 2015, to reconcile the previous
financial relationship. As such, it was agreed for the Company to keep a portion of the
gas cylinders’ replacement provision for an amount not exceeding JD 10 million,
furthermore, during the period ended on September 30, 2018 the Company booked 1D
2,584,500 against the cost of writing off and fixing the cylinders during the period and
recovering an amount of 7,584,500 million to the favor of the government.

End of Relationship with the Government _

Pursuant to the Prime Minister’s Decision No. (7633) taken during the Prime Ministry’s
meeting held on April 30, 2018 the Ministry of Finance was assigned to follow up on
implementing the procedures related and submit any related conclusions to the Council
of Ministers regarding that the Jordanian Petroleum Refinery Company shall maintain JD
5 million as a provision for the write-off, repair, and replacement of gas cylinders and
transfer the remaining JD 5 million to the Ministry of Finance. If the actual value of the
write-off and replacement of the cylinders exceeds the said amournt, the difference shall
be transferred from the refundable deposits related to the Ministry of Finance, If, on the
other hand, the actual value is lower, the difference shall be transferred to the Ministry
of Finance, provided that this matter be addressed in the future through the pricing
mechanism. Accordingly, the Company released an amount of JD 5 Million during the
period ended September 30, 2018 and reflect it to the Gevernment of Jordan account.
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This item represents fuel import stamps fees, Jet fuel fees, the consideration for the
Ministry of Finance's strategic stock and the treasury support due to Ministry of finance
as of September 30, 2018, which is included in the (IPP) list.

The movement on this item is as follows:

For the Nine For the Year
Months Ended on Ended on
September 30, December 31,
2018 2017
, : JD D

Balance - beginning of the period/year 13,401,290 (3,505,279)
Recorded during the period/year 17,529,426 16,906,569
Balance - End of the Period/Year 30,930,716 13,401,290

e. This item represents advance payments from fuel and gas clients against purchases of
petroleum products.

f.  In accordance with the Council of Ministers’ Decision No. (15605), in its meeting held
on May 29, 2016, the Company debited the account of National Electric Power
Company with IJD 79.2 million against the Company’s incurred interest expense which
resulted due to the borrowings in order to be able to supply-the National Electric Power
Company. In return, the Jordan Petroleum Refinery Company shall transfer the said
amount from the National Electric Power Company to the Ministry of Finance. In
accordance with the meeting of the Financial Relations Committee with the Jordan
Petroleum Refinery Company on 18 August 2016, it was emphasized that the amount
of JD 79.2 million, representing part of the actual interest incurred by the Company as
a result of the actual borrowing, should be recorded in a separate account within
accounts payable and other credit balances as collaterals. A counter amount equivalent
to these collaterals shall be recorded as a receivable due from the National Electric
Power Company within receivables and other debit balances. This amount wili be
transferred to the Ministry of Finance when the National Electric Power Company pays
it without affecting the financial relationship with the Government.

End.of'Relationship with the Government

Pursuant to the Prime Minister’s Decision No. (7633) taken during the Prime Ministry’s
meeting held on April 30, 2018 the Ministry of Finance was assigned to follow up on
implementing the procedures related and submit any related conclusions to the Council
of Ministers regarding cancelling the interest on the National Electricity Company's
borrowing of JD 79.2 million, provided that settlement be made between the National
Electricity Company and the Government.

g. This item represents import pricing differences between the cost of imported oil
derivatives during the period ended September 30, 2018 and during the year ended
December 31, 2017 and the prices of (IPP) related to Jordan Petroleum Products
Marketing Company (Subsidiary Company) imports. The Company booked -the
difference between the actual incurred import price and the refinery gate price that
is included in the (IPP) in the export pricing difference account included in the
accounts payable and other credit balances account since there is uncertainty
whether this balance is a right for the Company or the Ministry of Finance.

h. The Company booked a provision for an amount of JD 11,948,684 during the period
ended 30 September 2018, in exchange for storage fess for other parties.
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12,

The movement on this item is as follows:

For the Nine For the Year

Months Ended Ended
September 30, December 31,

2018 2017

D D

Balance - beginning of the period/year - -
Recorded during the period/year 11,948,684 : -
Balance - End of the Period/Year 11,948,684 -

The item of special szles taxes deposits related to refining and gas activity includes an
amount of JD 1,603,008 and an amount of JD 9,029,541 related to Jordan Petroleum
Products Marketing Company as of September 30, 2018.

Provision for Incormne Tax

a..

The movement on the provision for income tax is as foilows:

For the Nine For the Year

Months Ended Ended
September 30, December 31,

2018 2017

JD D
Provision for income tax - beginning of the

period/year 4,870,028 7,610,320
Add : Income tax expense for the period/year 5,029,023 5,923,303
Less : Income tax paid , (6,654,791) (8,663,595)
Provision for Income Tax - End of the Period/Year 3,244,260 4,870,028

b- Income tax expense for the period shown in the condensed consolidated interim
financial statements of income represents the following:

For the Nine Months
Ended September 30,

2018 2017
D JD
Income tax for the period 5,029,023 4,733,269
Income tax for previous years - 2,415,895
Less: Deferred tax assets for the period (1,016,987) (156,933)
Add: Amortization of deferred tax assets for the period - 66,794
Income Tax Provision for Period ’ 4,012,036 7,059,025

The Company has reached a final settlement with the Income and Sales Tax Department
up to the year 2014. Furthermore, the Company submitted its income tax declarations
for the year 2015 and the declared amount was settled. In this respect, the Income and
Sales Tax Department has reviewed the Company’s records but has not issued its final
decision yet, the income tax declarations were submitted for the years 2016 and 2017,
the declared income tax was paid, and the Income and Sales tax Department has not
reviewed the accounts to date. Meanwhile, the income tax expense for the period ended
September 30, 2018 has been calculated according to the Jordanian Income Tax Law.
Management and the tax consultant believe that the booked provisions in the condensed
consolidated interim financial statements are sufficient to meet any tax obligations.
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Jordan Petroleum Products Marketing Company (subsidiary Company) reached a final
settlement with the Income and Sales Tax Department up to the end of the year 2014.
Moreover, the tax declarations were submitted for the year 2015, and the declared
amount was settled. In this respect, the Income and Sales Tax Department has reviewed
the Company’s records but has not issued its final decision yet. In addition, the tax
declarations for the year 2016 and 2017 were submitted, and the declared tax was paid.
However, the Income and Sales Tax Department has not reviewed the Company's
-accounts yet. Meanwhile, the income tax expense for the period ended September 30,
2018 has been calculated according to the Jordanian Income Tax Law. In the opinion of
the Company’s management and tax consultant, the provisions taken in the condensed
consolidated interim financizl statements are sufficient to meet the tax obligations.

The income tax declaration was submitted by all subsidiary companies of the Jordan
Petroleum Products Marketing Company up to year 2016 and the declared income tax
was paid, however, the tax declarations are not reviewed yet, except for Al Karak Gas
Station for the year 2015. Moreover, the declaration was approved for both Rawabi Al
Gwaira and Nuzha and Istiklal Gas Stations for the year 2016 unlike all other Companies.
In the opinion of the Company’s management and tax consultant, the provision taken
as of September 30, 2018 are sufficient to meet the tax obligations.

The Income and Sales Tax Department has reviewed and issued its final decision for the
years 2011, 2012 and 2013. On May 10, 2015, the Department informed the Company
of the review, which resulted in extra tax of 1D 15,618,205, Moreover, the Company has
requested the Prime Minister to exempt the Company from income tax differences, and
legal compensations and fines, as these taxes resulted from taking loans exceeding the
accepted rate of loans to capital, as per the Income and Sales Tax Law. Such loans are
taken to insure that the electricity-generating companies have sufficient quantities of
diesel and fuel oil to compensate the shortage in the Egyptian gas. Furthermore, the
Council of Ministers approved, in its meeting held on January 3, 2016, to exempt the
Jordan Petroleum Refinery Company from income tax differences, legal compensations,
and fines for the years 2011, 2012 and 2013. Consequently, the Company booked a
provision for the income tax differences for the year 2014 only, as this year has not
been included in the decision for exemption of ID 5,422,683, provision for legal
compensation for the year 2014 of JD 4,338,146, and a provision for delay payments
(0.004) of JD 1,897,939, to meet any probable future tax liabilities until the Income Tax
Department reviews the Company’s records for the year 2014. The Income and Sales
Tax Department presented the final tax assessment for the year 2014. The company
was informed on July 2, 2017 the result of the company's tax audit, in which, an
additional taxes were imposed at a value of 1D 7,838,578 and a legal compensation
amounted to JD 6,270,866 was imposed on the above tax differentials. Consequently,
the Company increased the provision of tax differentials to an amount of 1D 7,838,578,
the provision for legal compensation increased to become ID 5,270,866, and increased
the provision of delay payments (0.004) to becorme JD 2,743,502 for the period ended
on September 30, 2017. The Company filed an objection at the Income and Sales Tax
Department because these amounts resulted from the Company's borrowing amounts
exceeding to the capital amount of the company in accordance with the Income and
Sales Tax law and the reason for borrowing is to secure the needs of power generation
companies with diesel and fuel oil in light of cutting out the Egyptian gas.

The final decision was issued on November 6, 2017 by the Ministry of Finance/Income
and sales tax department which includes reducing the tax differences amount to 1D
6,531,687 and reducing the legal obligation to JD 250,311, in accordance with the
decision the Company has paid these amounts and paid a fine against delay payments
of JD 2,286,090 at a rate of (.004) and recorded the difference of JD 2,590,680 as a
revenue in the consolidated income statement for the year ended December 31, 2017.

The income tax rate is 14% for réﬁnery and gas activities and oil factory and 20% for
Jordan Petroleum Products Marketing Company and for its subsidiaries.
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13.

Death, End-of-Service Indemnity, and Cormpensation Fund

According to the Board of Directors’ resolution to merge the death, disability, and
indemnity fund with the staff end-of-service indemnity into one fund, namely the (death
and end-of-service indemnity compensation fund), and according to General
Announcerment No. 11/2012, issued by Jordan Petroleum Refinery Company, dated
March 3, 2012, employees will receive at the end of service 150% of their monthly gross
salary based on the last salary received. However, this amount should not exceed ID
2,000 for every working year for those whose gross monthly salaries do not exceed ID
2,000. If the monthly gross salary exceeds JD 2,000, the employee will be paid one
monthly gross salary for every working year as an end-of-service compensation
according to the last salary paid. The required provision will be annually determined by
the Board of Directors, in light of the amount of the contingent liability, to enable the
Company to build the full provision within five years according to Instruction Ne. (5) of
the new fund as mentioned above. Moreover, there is no shortage in the required

provision balance as of September 30, 2018,

14. Sales - Net )
This item consists of the following:

Refinery and filling of gas cylinders sales

Lube-oil factory sales

Jordan Petroleum Products Marketing Company’s sales
Less: General sales tax and special tax

15. Cost of Sales
This item consists of the following:

Crude oil and materials under process - beginning of the period
Purchases of ¢rude cil and raw materials used in production
Less: crude oil and materials under process - end of the period
Cost of Materials used in Preduction
Manufacturing Expenses
Total Production Cost
Add: Finished products - beginning of the period
Purchases of finished products
Less: Finished products - end of the period
Subsidy of crude oil derivatives charged to the Ministry of Finance account *
Add: Surplus in oil derivatives pricing to the Ministry of Finance account *

For the Nine Months Ended
September 30,

2018 2017
D 1D
824,040,352 882,670,908
19,375,395 19,888,916
821,841,450 630,352,250
(337,353,121)  (230,303,988)

1,327,904,076

1,302,608,086

For the Nine Months Ended
Septermnber 30,

2018 2017
JD e}
46,311,935 34,569,802

715,611,263
(55,156,887)

627,220,263
(42,778,117)

710,766,311 619,011,948
52,753,330 56,012,702
763,519,641 678,024,650
149,867,359 83,078,784
523,832,366 521,858,848
{151,607,791) (105,896,852)
(44,844,404) (20,728,487}
2,173,969 2,595,576

1,242,941,180

1,158,832,51¢9

- The average cost per crude oil barrel amounted to USD 72.25 for the nine months ended
September 30, 2018 (USD 30.51 for the nine months ended September 30, 2017).

* This item represents surpuis selling price for the consurmer over the monthly IPP,
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16.

Earnings per Share for the Period

17.

This item consists of the following;
: For the Nine Months Ended
September 30,

2018 2017
D D
Income for the period attributable to shareholders 24,275,648 22,349,539
Weighted-average number of shares 100,000,000 100,0C0,000
Earnings per Share for the Period-Basic & Diluted -/243 -/223

The weighted-average number of shares for diluted earnings per share for the
year attributable to the Company’s shareholders is calculated based on the
number of authorized shares for the period ended on September 30, 2018
and 2017. Moreover, comparative figures were recalculated based on the
capital average after the increase through distributing free shares /
capitalization according to (IAS 33).

Settlement of Income with the Government during the end of relationship with the

Government

The calculated difference in order to reach to the targeted profit was recorded on a
commercial basis in the Ministry of Finance account, in which, the calculated loss
difference for the period ended April 30, 2018 was recorded under the profit settlement
with the Government which affected the amounts due from Ministry of Finance as stated
in the receivables and other debit balances and the profit settlement with the
Government was not settled for the period from May 1, 2018 to September 30, 2018 as
a result of the end of the relationship with the Government as of April 30, 2018.
Moreover, the liquefied gas profit was not excluded from income, as no agreement with
the Government has been reached yet concerning the commission on filling the gas
cylinders, which covers costs and generates profit from this activity. Pursuant to the
Prime Minister's Decision No. (7633) taken during the Prime Ministry’s meeting held on
April 30, 2018 the Ministry of Finance was assigned to follow up on determining the rate
of return on investment of LPG filling stations for the purpose of calculating the
commission arnount of 12%. The commission amount is also set.for the period from May
1, 2018 to December 31, 2018 By 43 dinars per ton, so that any surplus or incomplete
amounts resulting from the increase or decrease in the rate of return on investment
from the target value in calculating the commission amount of the filling centers for the
following year will be dealt with downward or upward, and to ensure that the above
mechanism does not verify any increase in the cost of the cylinder to the citizens or
subsidy by the Treasury / Ministry of Finance for this activity. (Note 3).

30 April
2018
D
(loss) for the period before tax and before profit settlement 427,523
The Company’s targeted income after tax for the Period * 4,390,332
Income tax for the-period ‘ 865,905
Recorded to the Government’s account to reach targeted income 5,783,760

Noting that the change in the price composition of selling oil derivatives between the
years 2017 and 2018 by reducing refinery gate price and increasing the amount of
Governmental fees and taxes, had a financial impact on the net sales of the refinery
activity and settlement of the financial relationship with the Government.
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In accordance with the Council of Ministers letter number 31/17/5/21025 which is
related to the opinion of Legislation and Opinion Bureau, That Jordan Petroleum Refinery
Company is responsible of the costs of the rejected cylinders by the Jordan Institution
for Standards and Metrology, accerdingly Jordan Petroleum Refinery Company directed
a letter number 2/25/25/7/1741 dated on February 14, 2017 to his Excellency Minister
of Finance which states that the cost of the cylinders that have been incurred by the
Company up to December 31, 2016 is amounted to JD 7,665,784 and the net realizable
value of these cylinders is amounted to JD 1,331,250 therefore the net losses is
amounted to JD 6,334,534, and if the Company booked these losses in 2016 this will
decrease the targeted/guaranteed profit in an amount of 1D 5,067,628 as of the year
ended December 31, 2016 which will result in a negative sequences on the Company
position in the financial market, based on the above, the Council of Ministers approved
in its letter number 31/17/5/14/14153 dated on March 28, 2017 to defer and amortize
the net impairment loss of the Indian cylinders amount of ID 6,334,534 over five years
starting from the year 2016 with an amount of ID 1,266,907 which has been decreased
from the targeted profit for the Company which is JD 15 million, accordingly the net
targeted profit for the years 2016 and 2017 became JD 13,733,093 for each year. An
amount of JD 2,533,814 was amortized in the income statement for the refinery and
gas filling activities and other activities during the years 2016 and 2017, and the
amortization of the remaining amount, which represents 1D 3,800,720, was deferred to
be amortized over the three upcoming years.

In accordance with the decision no. 48 of the Company’s Board of Directors at its
meeting No. 4/2018 on April 28, 2018, the Jordanian Petroleum Refinery Company
donated the Indian cylinders rejected by the Standards and Metrology QOrganization in
addition to their valves and 1,500 spare valve in addition to the containers stored at to
the Arab International Construction and Contracting Company affiliated to the Jordanian
Armed Forces / Arab Army, accordingly, the actual cost of cylinders and valves and
containers stored in them have become JD 8.020.825, IFRS requires that the full amount
shall be recognized when incurred and without being deferred. The Company's records
indicate that if the loss was recorded when incurred during the year 2018, it would result
in @ decrease in profit and retained earnings of JD 5,067,628 instead of a decrease of
JD 1,266,907 as at December 31, 2016 resulting in an increase in profit for the ended
period September 30, 2018 with an amount of JD 1,371,753 and a decrease in retained
earnings of JD 4,115,258, The following table illustrates the calculation of the company's
profit target:

April 30, 2018

D
Actual cost of cylinders and valves 7,665,784
The cost of storage containers 355,041
Total cost of cylinders, valves and containers 8,020,825
Amounts amortized in 2016 and 2017 (2,533,814)
Net remaining amount to be amortized over three years ‘ 5,487,011
Share for the period ended April 30, 2018 of the amount (609,668)
Targeted profit for the period before the amortization 5,000,000
Targeted profit for the company after the amortization - 4,390,332

The Company calculated the cost of the loss amortization of Indian Gas Cylinders, and
valves and containers for the period from May 1, 2018 to September 20, 2018 and
recorded an expense of JD 726,085 in the condensed consolidated interim income
statement during the nine months period ended September 30, 2018,
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18. Contingent Liabilities and Financizl Commitments
a. As of the condensed consolidated interim statement of financial position date, the
Company was contingently liable and financially committed as follows:

September 30, December 31,

2018 2017
JD 1D
Letters of credit and bills of collections* 509,141,849 440,254,558
Letters of guarantee 18,891,029 . 8,993,843
Contracts for projects under construction 20,329,889 17,448,221

Xk This item consists of Standby L/Cs amounting to JD 170 million, {equivalent to USD
240 million) in favor of Saudi Aramco-Company as of September 30, 2018 (JD 153
million equivalent to USD 215 million as of December 31, 2017).

b. There are lawsuits in courts raised against the Company for financial claims estimated
at JO 2.1 million as of September 30, 2018 (JD 2.4 million as of December 31, 2017).
Noting that, some prior yvear’s l[awsuits were filed against both the Government and the
Company. Consequently, the contingent liabilities from unsettled lawsuits and the
required provisions have been booked in accounts payable and other credit were
estimated balances. In the opinion of the Company's management and its legal
consultant, the booked provisions are sufficient to meet any future obligations.

- A lawsuit was raised against Jordan Petroleum Refinery Cormpany on November 29,
2012 by the contractor Joint Venture Companies Christopher de Constantends (S.A),
Whitermoon (S.A), and Engineering Group (K.Z.U) Limited, the executer of tender No.
(16/20086), in which they claimed an amount of USD 7 million as compensation for work
performed, representing invoices for additional work as well as compensation and
interest for the delay of the work performed. On September 22, 2015, the Court issued
its decision obligating the Company to pay JD 3,605,014 with interest of 9% starting
from September 20, 2015. Moreover, the Court rejected all other claims and contra-
claims.

- During the year 2015, the Court of Cassation issued its verdict No. 1663/2015 in favor
of Jordan Petroleum Refinery Company, prohibiting the Supreme Regulations Council
and the Hashemite Municipality from claiming JD 8,385,064 for regulating a land owned
by the Company.

c. According to the minutes of the Company’s meetings with the Ministry of Finance and
the Jordan Petroleum Refinery Company held on November 8, 9 and 16, 2017, to
determine the balances of the financial relation between Jordan Petroleum Refinery
Company and the Government (exciuding Jordan Petroleum Product Marketing
Company and the Oil Factory) for the balances as of September 30, 2017, it was agreed
as follows:
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10-

11-

12-

To confirm the balance of the Ministry of Finance main account of 1D 195,194,153, and
the balance of the general sales tax deposits of JD 97,388,860, and the balance of
special sales tax deposits of JD 937,034 as of September 30, 2017 as a right for Jordan
Petroleum Refinery Company for refining and gas activities. Moreover, the Ministry of
Finance has also taken a pledge for all of the debt balzances of the Armed Forces, Royal
Air Force, Public Security Directorate, the General Directorate of the Gendarmerie, other
security forces, and governmenta! departments, within its budget as well as the debts
of the National Electric Power Company for refining and gas activities in the amount of
JD 319,468,856 as of September 30, 2017. In the meantime, the two parties have
agreed that no provision would be booked for the debts of Rovyal Jordanian Company,
municipalities, governmental universities, and independent governmental managerial
and financial institutions during the relationship period, provided that if those amounts
are not collected through the judiciary, and the Company is required to write them off,
the Ministry of Finance pledges to pay those debts and any related costs.

To confirm the deposits balances of overpricing differences amounted to of ID
43,488,857, and deposits for constructing alternative fuel tanks of JD 93,500,103 as
well as stamps fees, and fees of IPP Bulletin of 1D 8,051,757 as of September 30, 2017
as a right for the Government.

The two parties have not reached an agreement on the value of the strategic inventory

deposits, as the government is demanding the amount of valuation in 2008 of 1D

156,787,303. Whereas, Jordan Petroleum Refinery Company is objecting to this amount
since these quantities are deposits booked by the Company and will be refunded as
quantities in case the relationship with the Government is terminated.

The two parties have not reached an agreement as to who will maintain the write-off
and repair of cylinders balance of JD 10 million.

The two parties have agreed that the provision for lawsuits and other liabilities balance
of JD 6.3 million as of September 30, 2017 belongs to Jordan Petroleum Refinery
Company. In this regard, any amount for a lawsuit won by the Company will be
transferred to the Government. On the other hand, any judicial expense incurred by
the Company during the period of its relationship with the Government will be borne
by the Ministry except for the booked provision.

The two parties have agreed that the other provisions balance of JD 234 thousand as
of September 30, 2017 is the right of Jordan Petroleum Refinery Company.

The two parties have agreed that the income tax provision as of September 30, 2017
is the right of the Government and is transferred to the Income and Sales Tax
Department on the due date in accordance with the Income znd Sales Tax Law.

The two parties have agreed that the labor provisions balance (compensation for work
injuries; provision for employees’ vacation; provision for end- of- service indemnity;
and provision for death, compensation, and end-of-service) as of September 30, 2017
is the right of Jordan Petroleum Refinery Company.

The two parties have not reached an agreement as to who will maintain the provision
for doubtful debts balance of JD 10.5 million as of September 30, 2017.

The two parties have agreed that the provision for legal compénsation balance of JD
6.27 million as of September 30, 2017 belongs to the Government. In this regard, the
full amount has been paid before the end of 2017.

The two parties have agreed that the penalty and delay in payments provision balance
of JD 2.74 million as of September 30, 2017 belongs to the Government. Meanwhile,
the full amount has been paid before the end of 2017.

The two parties have not reached an agreement as to who will maintain the provision
for obsolete and slow-moving inventory balance of JD 19.9 million as of September 30,
2017.
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Jordan Petroleum Products Marketing Company (a limited liability company) was
_established on February 12, 2013, which started its opergtions on May 1, 2013.
Moreover, part of Jordan Petroleum Refinery Company’s assets was transferred to the
Company at the assets net book value. In addition, some of Jordan Petroleum Refinery
Company’s employees were seconded to work at this Lompany. The required legal
procedures to transfer the title of some buildings and vehicles were completed-during
subsequent periods. Furthermore, the Ministry of Finance sent Letter No.18/4/21247,
dated August 24, 2015, to Jordan Petroleum Refinery Company inquiring about the
transfer of part of Jordan Petroleum Refinery company assets to the Company at the
assets net book value, instead of market value. In this regard, the Ministry demanded
that these assets be revalued at market value and that the difference in those values
shall be recorded to the favor of the Government. Consequently, Jordan Petroleum
Refinery Company responded to the Ministry of Finance in a letter dated November 18,
2015, explaining that the decision to transfer assets at net book value was based on a
precedent relating to the transfer of the assets of the stations to the three marketing
companies. Moreover, the transfer is for restructuring the Company’s activities upon
the expiry of the concession period, which entailed such restructuring. The mission of
providing consumers with petroleum products was transferred to the Jordan Petroleum
Products Marketing Company unti! the period ended April 30, 2018 except for multiple
parties such as electricity Companies, governmental parties, security agencies, and part
of the aviation companies, stations, and airports are still supplied by the Jordan
Petroleum Refinery Company. Noting that the legal procedures were completed for
ownership transfers to the new Company during the year 2017.

The signed and expired concession settlement agreement between Jordan Petroleum
Refinery Company and the Government dated February 25, 2008 stated that Jordan
Petroleum Refinery would keep part of the distribution activities (as one of the licensed
distributing companies with a market share not less than 25 %) subject to all conditions
and terms applied to the other distributing companies. Moreover, the agreement stated
that this Company’s assets shall include the gas stations owned by Jordan Petroleum
Refinery which has the right to split, own, and sell these stations to the distributing
companies. In addition, the agreement stated that Jordan Petroleum Refinery Company
is the owner of the tanks and the pumps and has the right to sell them to the distribution
companies. The agreement zlso stated that the Government owns specific institutions
within the company (storage and loading areas in Agaba and properties within the
Jordanian airports. In the beginning, the Jordan Petroleum Refinery Company was
involved as a partner, but later on, it was agreed that the Government would be the
sole owner of these assets in accordance with an independent meeting held on
September 2012). In the meantime, the agreement stated that the Jordan Petroleum
Refinery Company would keep the rernaining ownership of the property, plant and
equipment, including the oil derivatives loading and distribution facilities. As the
Company established Jordan Petroleum Products Marketing Company that started its
operations in May 2013 and transferred the distribution activities to this company, it
follows that the distribution activities and the gas stations should be transferred to this
company.
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19. Ministry of Finance - Funding of Strategic Inventory

End of Relationship with the Government

Pursuant to the Prime Minister's Decision No. (7633) taken during the Prime Ministry’s
meeting held on April 30, 2018 the Ministry of Finance was assigned to follow up on
implementing the procedures related and submit any related conclusions to the Council
of Ministers regarding the Government’s strategic inventory, which has been quantified
and valued, shall be transferred to the logistics company, provided that the value of this
inventroy be settled later. The table below illustrates the strategic inventory quantity as
of September 30, 2018 and December 31, 2017

September 30 December 31

2018 2017
Quantity/ Tons  Quantity/ Tons
Crude Qil 42,926 42,926
Liquid Petroleum Gas 3,954 9,444
Gasoline 90 35,494 59,674
Gasoline 95 9,525 15,844
Avftur ) 28,556 37,510
Kerosene 30,977 30,977
Diesel 12,837 49,026
Fuel Oil 3.5% 80,168 80,168
Isfilt 4,207 4,207
248,644 329,776

A total quantity of 81,132 tons of strategic inventory were transferred to the Logistics
Company during the period ended September 30, 2018 as shown in the table above.

20. Related Parties Transactions and Balances
The details of this item are as follows:

September 30, December 31,

2018 2017
Balances: JD D
Ministry of Finance debit (Note 6) 202,955,979 158,819,906
Ministry of Finance - deposits of surplus from differences of
oil derivatives pricing (Note 11) (48,949,862) (46,775,893)

Ministry of Energy and Mineral Resources — Provision

for constructing alternative tanks (Note 11) (93,500,103) (93,500,103)

For the Nine Months
Ended September 30,

2018 2017

Transactions: b JD
Ministry of Finance - Subsidy for crude oil derivatives

charged to the 44,844,404

Ministry of Finance - (Note 15) 20,728,487
Ministry of Finance - settlement of targeted income
- (surplus) support (Note 17) (5,783,760) 51,182,244
Ministry of Finance - surplus from differences of

oil derivatives pricing - (Note 15) 2,173,569 2,595,576

Executive management and members of the Board of Directors’ salaries and
remunerations and other benefits amounted to JD 1,081,074 for the period ended
September 30, 2018 (JD 1,033,665 for the period ended September 30, 2017).
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21. Sectorial and Geographical Distribution
Information on business sectors:

- The Company is organized, for management purposes, into four major business sectors.

- Refining: This sector separates the components of imported crude-oil into a set of varied
oil products which relies on its major activities based on the license from American
company UOP.

- Distribution: Distribution links the production activity and refining activity inside the
company, on one hand, and all customers in the various areas of the Kingdom, on the
other. In which, distribution fulfills customers’ demands on the Company's petroleum
derivatives and gas.

- Manufacturing of Lube-~oil; This sector includes the manufacturing and production of
severat types of oil required in the local and foreign market.

- Manufacturing and filling of Liquefied Gas: This sector inciudes manufacturing, filling,
repairing, and maintaining gas cylinders in three subsidiary gas stations to the company.

All of the Company's assets, liabilities, and operations are inside the Hashemite Kingdem
of Jordan.

The foliowing are the Company's activities distributed according to activity type:

Refining and Jordan Petroieum
Filling Gas Manufacturing  Products Marketing
Cylinders of Lube Qil Company QOthers Total
o} iD. D h]»] s}
For the period ended September 30, 2018;
Incomne after tax 10,520,167 5,882,655 8,011,796 63,465 24,478,123
For the period ended September 30, 2017: 10,241,741 7,077,806 5,184,123 58,07¢ 22,561,849

Inceme after tax

September 30, 2018

Refining and Jordan Petroleum
Filling Manufacturing  Products Marketing
Gas Cylinders of Lube Qil Company Others Total
pn) o 1D o b
Other Information
Total sector's assets 1,239,983,245 29,524,258 203,186,843 4,537,756  1,477,232,102
Total sector's liabilities 1,107,518,799 25,821,222 125,543,875 327,257 1,259,211,153

December 31, 2017
Jordan Petroleum

Refining and ' Products
Filling Gas Manufacturing Marketing
Cylinders of Lube Qil Cormpany Others © Total
D D JD o JD
Other Information -
Total sector's assets 1,092,179,563 32,002,835 239,648,870 4,458,896 1,368,290,164
Total sector's liabilities 993,950,090 20,597,457 139,393,314 212,113 1,154,152,974
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22.

Future Plan

As for the fourth expansion project, the Spanish company Tecnicas Reunidas started
n the implementation of the initial detailed engineering designs of the FEED project
from July 1, 2018 at an estimated cost of USD 31 million, the company, in coordinztion
with the refinery, will also operate contacts with the potential financiers of the project
including Export Credit Agencies, banks and others. Contacts are also continuing with
those interested in financing this project. The refinery is currently waiting for the results
of the evaluation, which s currently being prepared for the Petroleum Refinery
Company with its various activities, to use the fair valuation as a basis for initiating any
negotiations with financiers and/or potential partners interested in financing and/or
investing in the Refinery fourth expansion project. Noting that the refinery has
tc::rc1>.ntracted with Ernst & Young to update the assessment it has previously prepared for
is purpose,

Following the end of the financial relationship between the government and the
company as of May 1, 2018 and after the decision of the Council of Ministers No. 7633
to postpone the application of the specification of the derivatives until the completion
of the fourth expansion project provided the commitment to 2 specific implementation
-plan, communication with the government is ongoing to follow up on the
implementation of the procedures on the points on which the Ministry of Finance has
been assigned by the Prime Minister to follow up on their implementation according to
the decision, to reach a final agreement on some of the topics still under negotiation.

The Jordanian Petroleum Products Marketing Company Continues its activity with
regard to the establishment of new fuel stations in different regions of the Kingdom.
Four stations were opened: Jerash Qaws Al-Nasr, Al-Muwaqgar station 2, Sahab
development station and oil shale station 2.

The electronic inventory control system will be operated centrally for all the stations
owned and managed by the company and the activation of a system for changing the
prices centrally without going to the station to all stations owned and managed by
others and the launch of the electronic self-service in some stations and the launch of
prepaid card system and RFID identification system, and launch of the main operations
control room around the clock including a TV monitoring system for all stations and
tanks of the company through the vehicle tracking system. The company seeks to
attract new stations structured by its owners to sign supply contracts with the company.

A new website will be announced to ensure that maintenance and fuel orders for
stations, homes and cards will be submitted and reloaded through the website.

In light of the fierce competition from many local manufacturers and imported low-
priced and low quality brands, efforts continue to market the companK’s products of
various types of oils both inside and outside the Kingdom, relying on the high quality
of our products where agreements for exclusive agencies in Iraq were signed and there
is ongoing research of exporting to some African Countries.

23. Internationa| Financial Reporting Standard (9) Adontion Impact
The Company and its subsidiaries adopted International Financial Reporting Siandard
(9) represented in measuring the impairment value effective First of January 2018, the
impact on the condensed consolidated interim financial statements based on the
management’s estimates is as follows:
Balance Standard
First of December 2018 before Implementation Adjusted
adjustment, impact balance
Own_ers’ Equity : JD JD JD
Retained Earnings 43,433,771 {1,481,324) 41,952,447
Assets .
Net accounts receivable 862,856,717 (1,791,449) 861,065,268
Deferred tax assets 6,983,411 310,125 7,293,563
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