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Independent Auditors Report

To Messrs. Shareholders

Arab Center For Pharmaceutical & Chemical Industries Company
Public Shareholding Company

Amman - The Hashemite Kingdom of Jordan

Report on the Audit of the Financial Statements

QOpinion

We have audited the financial statements of Arab Center For Pharmaceutical & Chemical Industries
Company (Public Shareholding Company), which comprise the statement of financial position as at
December 31, 2018, and the statement of comprehensive income, the statement of changes in equity and

the statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2018, and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinicn

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion,

Going concern

We would like to refer to note (11) of the financial statements that the company’s accumulated losses
amounted to JD 7,119,568 which represents 142% of its capital as at that date, the company’s total current
liabilities exceeded its current assets by an amount of JD 2,275,147, these matters cast significant doubt on

the company ability to continue as a going concern, nothing that the company’s plan is disclosed in the
note.

Emphasis of matter

- As it is stated at note (1) and note (3) we would like to refer that there are restrains on the lands,
buildings, vehicles and machinery owned by the company, in additional to a restrain on the company’s

registration as shown in the company’s registration certificate issued by the Ministry of Industry and
Trade-Companies Control Department.

TAGUC Building — Rk A1 5 gal (DU Aaalas (i
104 Mecca Street, Um-Uthaina, Amman, Jordan ™8 Forum or FIRMS A las Al o (dsa SRR
Tel: +962 6 5100 900 . FANY 10000 4 ciila
Fax: +962 6 5100 601 tagi.com L Y AR ST
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Other matters

The opening balances was audited by another certified public accountant who issued a qualified report

dated on March 22, 2018 regarding of follows:

- The company’s management did not calculate an impairment of investment in associate and payments
on investment in associate, knowing that the associate is suffering a deficit in its equity as of December
31, 2017.

- He did not receive confirmations for the accounts receivable, and he could not verify these balances
with other alternative audit procedures as of December 31, 2017.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Expected credit loss Scope of audit

The company has applied expected credit losses We conducted comprehensive assessment to
requirements of IFRS (9) as of January 1, 2018 identify the key controls used to determine
which resulted in a change in the calculation of expected credit losses, data collection and
impairment from the incurred loss model to the completeness, and related estimates and
expected credit loss model. The adjustment assumptions used by management, and we have
associated with this change was recognized as part tested key control systems on the modeling
of the opening balance of accumulated losses as of process.

January 1, 2018 of JD 50,420.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements and our auditors’ report
thereon.

Qur opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon. '

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standard, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with International Standards on Auditing (ISAs) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
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individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with International Standard on Auditing, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

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

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

* We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

¢ We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditors’ report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

The Company has proper accounting records which are, in all material respects, consistent with the
accompanying financial statements, accordingly, we recommend to approve these financial statements by
the general assembly.

lal Abu-Ghazaleh & Co. International

Mohammad Al-azraq
(License # 1000)
Amman - March 28, 2019
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Arab Center For Pharmaceutical

& Chemical Industries Comapny
Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Statement of cash flows for the year ended December 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Loss

Adjustments for:

Depreciation

Gain on sale of property, plant and equipment
Lawsuits provision

Company's share of results of associate
Change in operating assets and liabilities:
Due from related party

Inventory

Other debit balances

Trade receivables

Deferred checks

Other credit balances

Trade payables

Income tax paid

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment
Proceeds from sale of property,plant and equipment

Net cash from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Due to related parties

Shareholders payable
Bank overdraft

Net cash from financing activities

Net change in cash and cash equivalents

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

The attached notes constitute an integral part of these financial statements

2018 2017
JD JD
(495,686) (1,119,943)
34,033 34,510
(11,843) 5
. 45,000
51,573 623,356
(3,029)
29,047 79,136
30,395 (53,635)
9,076 (23,666)
(222,473) (43,060)
(164,196) 124,711
(301,324) 70,876
(1,044,227) (262,715)
(3,072) -
(1,047,29) (262,715)
(247,433) (141,606)
11,846 .
(235,587) (141,606)
887,791 3,436,496
395,313 .
: (3,032,250)
1,283,104 404,246
218 (75)
487 562
705 487



Arab Center For Pharmaceutical & Chemical Industries Company
Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

- Where an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount, but the increased carrying amount
due to reversal should not be more than what the depreciated historical cost would have been
if the impairment had not been recognized in prior years. A reversal of an impairment loss is
recognized immediately as income.

Inventories

- Inventories are measured at the lower of cost and net realizable value.
- Inventory costs comprise all costs of purchase, costs of conversion and other costs incurred in
bringing the inventories to their present location and condition.
- Net realizable value is the estimated selling price in the ordimary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.
- The cost of inventory is assigned by using the First-in, First-out (FIFO).

- Financial instruments

Financial instrument is any contract that gives rise to a financial asset of one entity and financial
liability or equity instrument of another entity.

- Financial assets

- A financial asset is any asset that is.

(a) Cash;

(b) An equity instrument of another entity,

{c) A contractual right to receive cash or another financial asset from another entity, or to
exchange financial assets or financial liabilities with another entity under conditions that
are potentially favorable to the entity.

(d) A contract that will or may be settled in the entity’s own equity instruments.

- Financial assets are initially measured at fair value plus, in the case of a financial asset not at
fair value through profit or loss, transaction costs that are directly attributable to the
acquisition of the financial asset, but for financial assets at fair value through profit or loss,
transaction costs are recognized in profit or loss.

~ Financial assets are classified to three categories as follows:
- Amortized cost.
~Fair value through other comprehensive income.
- Fair value through profit or loss.

- A financial asset is measured at amortized cost if both of the following conditions are met:
(a) the asset is held within a business mode! whose objective is to hold assets in order to
collect contractual cash flows.
(b) the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

- Financial assets are measured at fair value through other comprehensive income if both of the
following conditions are met:
- The financial assets is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows.
- The contractual terms of the financial assets give rise on specified dates to cash flows that
are solely payments of principal and interests on that principal amount outstanding.

- All other financial assets (excluding financial assets at amortized cost or at fair value though
other comprehensive income} are subsequently measured at fair value in profit or losses.

- On initial recognition of an equity investment that is not held for trading, the entity may
irrevocably elect to present subsequent changes in the investments fair value in other
comprehensive income.
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Arab Center For Pharmaceutical & Chemical Industries Company
Publie Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

Subsequent measurement of financial assets

Subsequently financial assets are measured as follows:

Financial assets Subsequent measurement

Are subsequently measured at fair value
Financial assets at fair value ) _ o
through profit or loss net gains or losses, including interests revenues or

dividends, are recognized in profit or loss

Are subsequently measured at amortized cost using
effective interests method.

Financial asserts at amortized - Amortized cost is reduced by impairment losses.

— Interests income, gain and loss of foreign exchange
and impairment loss are recognized in profit or loss.

- Gain and loss from disposal are recognized in profit
or loss.

cost

Are subsequently measured at fair value

~ Interests income is calculated using effective interests
method, gains and losses from foreign exchange,

Debts instruments at their value impairment losses are recognized in profit or loss.

through other comprehensive - Other net gains or losses are recognized in other

income comprehensive income.

— On derecognition accumulated gains and losses in
other comprehensive income are reclassified into
profit or loss.

Are subsequently measured at fair value

- Dividends are recognized as income in profit or loss,

Equity instruments at fair value unless the dividends clearly represent a recovery of
through other comprehensive part of investment cost.
income

- Other net gains and losses are recognized in other
comprehensive income (OCI) and are never
reclassified from equity to profit or loss.

— Derecognition of financial assets

Derecognition of financial assets (or a part of a group of similar financial assets) when:

— The contractual rights to the cash flow from the financial assets expire, or
- It transfers the contractual rights to receive the cash flows of the financial assets or assume a
contractual obligation to pay the cash flows entirely to a third party.

— Financial liabilities

- A financial liability is any liability that is:

(a) A contractual obligation to deliver cash or another financial asset to another entity, or to
exchange financial assets or financial liabilities with another entity under conditions that
are potentially unfavorable to the entity; or

(b) A contract that will or may be settled in the entity’s own equity instruments.

- Financial liabilities are initially recognized at fair value less transaction costs, directly
attributable to the acquisition or issuc of those liabilities, except for the financial liabilities
classified as at fair value through profit or loss, which are initially measured at fair value.

10
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Arab Center For Pharmaceutical & Chemical Industries Company
Public Sharehelding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

- After initial recognition, the entity measures all financial liabilities at amortized cost using the
effective interest method, except for financial liabilities at fair value through profit or loss
which are measured at fair value and other determined financial liabilities which are not
measured under amortized cost method, Financial liabilities at fair value through profit or
loss are stated at fair value, with any resulting gain or loss from change in fair value is
recognized through profit or loss.

— Trade pavables and accruals

Trade payables and accruals are liabilities to pay for goods or services that have been received or
supplied and have been either invoiced or formally agreed with the suppliers or not.

- Offsetting financial instruments

A financial asset and a financial liability are offset and the net amount presented in the statement
of financial position when, and only when, an entity currently has a legally enforceable right to
set off amounts and intends either to settle in a net basis, or through realize the asset and settle
the liability simuitaneously.

- Cash and cash equivalents

Cash comprises cash on hand, current accounts and short term deposits at banks with a maturity
date of three months or less, which are subject to an insignificant risk of changes in value.

— Trade receivables

- Trade receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market.

- Trade receivables are stated at invoices amount net of allowance for expected credit loss
which represents the collective impairment of receivables.

- Investments in associates

- An associate is an entity over which the investor has significant influence and that is neither a
subsidiary nor an interest in a joint venture. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but is not control or joint control
over those policies, if the entity holds 20 percent or more of the voting power of the investee,
it is presumed that the entity has signified influence.

- The entty’s investment in its associate is accounted for under the equity method of
accounting. Under the equity method, the investment in an associate is initially recognized at
cost and the carrying amount is increased or decreased to recognize the investor’s share of the
profit or loss of the investee after the date of acquisition. The investor’ share of the profit or
loss of the investee is recognized in the investor’s profit or loss. Distributions received from an
investee reduce the carrying amount of the investment. The investor’s share of those changes
is recognized in other comprehensive income of the investor.

— When loss of significant influence of the associate occur, the entity shall measure the retained
interest at fair value, and recognize the difference between the carrying amount of the
investment and the fair value of any retained interest and any proceeds from disposing in the
statement of income.

— Impairment of financial assets

- At each reporting date, the Company assesses whether financial assets carried at amortized
cost and debt securities at FVTOCI are credit - impaired. A financial assets is “credit
impaired” when one or more events that have a detrimental impact on the estimated future
cash flows of the financial assets have occurred.

~ The entity recognizers loss allowance for expected credit loss (ECL} on:

- Financial assets measured at amortized cost.
- Debt investments measured at FVOCL
- Contract assets.

[y



Arab Center For Pharmaceutical & Chemical Industries Company
Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

- The entity measures loss allowances at an amount equal to lifetime ECLs.

- Loss allowances for trade receivables and contract assets are always measured at an amount
equal to lifetime ECLs.

- When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Entity considers reasonable and
supportable information that is relevant and available without undue cost or effort based in
the entitys historical experience and forward looking information.

- The entity considers a financial asset to be in default when:
~The client is unlikely to pay its credit obligations to the entity in full, without recourse by the

entity to actions such as realizing security (if any); or
- The financial asset is more than 360 days past due.

- Loss allowances for financial assets measured at amortized cost are deducted from the gross
carrying amount of the assets.

- A financial assets is written of when there is no reasonable expectation of recovering the
contractual cash flows. The entity write of the gross carrying amount of the financial asset is
in case of, liquidation, bankruptcy or issuance of a court ruling to reject the claim for financial
asset.

- Provisions

- Provisions are present obligations {legal or constructive) resulted from past events, the
settlement of the obligations is probable and the amount of those obligations can be estimated
reliably. The amount recognized as a provision is the best estimate of the expenditure
required to settle the present obligation at the statement of financial position date.

- Provisions reviewed and adjusted at each statement of financial position date. If outflows, to
settle the provisions, are no longer probable, reverse of the provision is recorded as income.

~ If the entity expected to be reimbursed for a part or full provision, the reimbursement shall be
recognized within assets, when it is virtually certain and its value can be measured reliably.

- In the statement of comprehensive income, the expense relating to a provision may be
presented net of the amount recognized! for reimbursement.

- Where the effect of the time value of money is material, provisions are discounted by using a
currently pre-tax discount rate that reflect the risks specific to the liability, when using
discount any increase in provision is recognized as a financial cost over time.

~ Related parties

- Transactions with related parties represent transfer of resources, services, or obligations
between related parties.

- Terms and conditions relating to related party transactions are approved by management.

— Basic earnings per share

Basic earnings per share is calculated by dividing profit or loss, attributable to ordinary
shareholders, by the weighted average number of ordinary shares outstanding during the year.

- Revenue recognition

~ The entity recognize revenue from sale of good and rendering of service when control is
transferred to the customer,

— Revenues are recognized based on consideration specified in contract with customer that
expected to be received excluding amounts collected on behalf of third parties.

- Revenue is reduced for amount of any trade discounts and volume rebates allowed by the
entity.



Public Shareholding Company

Arab Center For Pharmaceutical & Chemical Industries Company
_] Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

— Income tax

i - Income tax is calculated in accordance with Jordanian laws and regulations.

— Foreign currencies

] - In preparing the financial statements, transactions in currencies other than the functional

) currency (foreign currencies) are recorded at the rates of exchange prevailing at the dates of

the transactions. At each statement of financial position date, monetary items denominated in

) foreign currencies are retranslated at the rates prevailing at the statement date (closing rate).
Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction. Non-monetary items that are
measured at fair value in foreign currency are translated using the exchange rates at the date
when the fair value was determined.

- Exchange differences arising on the settlement of monetary items or on translating monetary
items at rates different from those at which they were translated on initial recognition during
the period or in previous financial statements shall be recognized in profit or loss in the
period in which they arise.

— For the purpose of presenting the financial statements in currencies other than the functional
currency, assets and liabilities of the entity (including comparatives) are translated at closing
rate at the date of the statement of financial position. Income and expense items (including
comparatives) are translated at the average exchange rates for the period, unless exchange
rates fluctuated significantly during that period, in which case the exchange rates at the dates
of the transactions are used. The resulting exchange differences are recognized as a separate
component of equity.

— Contingent liabilities

- Contingent liabilities are possible obligations depending on whether some uncertain future
events occur, or they are present obligations but payments are not probable or the amounts
cannot be measured reliably.

- Contingent liabilities are not recognized in the financial statements.

13
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Arab Center For Pharmaceutical & Chemical Industries Company
Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

(**) Projects under construction represent the company’s building and facilities developrment and
improvement, in addition of buying machines and equipment to increase production capacity of
production lines, and to change the plant infrastructure and renovating the buildings in order to
match the factory to the conditions of the drug production process.

(") Depreciation expense allocated on statement of comprehensive income as follows:

2018 2017
JD jD
Manufacturing expenses 31,317 31413
Administrative expenses 2,716 3,097
Total 34,033 34,510
4, Investment in an associate
Countryof
Company me incorporation Legal ity Cwaenship Total assety Total lizbities Loss Accunulated losses
4 ]D i D
Middle East Prarsaceutical aed Chemscal Indistnes
i0d Ml Applaes Coxany Jrdan PLC 18 (LB11 BIM a71) LI

(*} Movement of investment through the year was as the follows:

2018 2017
D D
Beginning of year balance 51,573 674,929
Share of results of associate (51,573) {623,356}
End of year balance i . 51,573

5. Financial assets at fair value through other comprehensive income

This item represents the cost of the company's investment in the Arab Company for Antibiotics
Industry capital shares registered in the Republic of Iraq.

6. Related parties

(*) Transactions with related parties consist of shareholders, companies at which main shareholders
have significant shares in them and associate company.

(**) Due from related parties consist of one related party - Middle East Pharmaceutical and Chemical
Industries and Medical Appliances Company



Arab Center For Pharmaceutical & Chemical Industries Company

Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan
= Notes to the financial statement for the year ended December 31, 2018
(***) Shareholders payable items represent following:
2018 2017
JD JD
Hamzeh Ahmad Tantash 4,141,851 3,749,712
Mazen Hamza Tantash 356,052 352,878
Total 4,497,903 4,102,590
(****)Due to related parties items consist of the following:
2018 2017
JD JD
Tantash Investment Group 1,537,612 660,503
Tantash Travel Agency 16,354 16,354
Istithmar for Financial Services 11,310 9,868
Mawqef for Commercial Services 9,951 8,184
] Jordan Investment and Tourism Transport Co. 6,729 1,116
Istithmar for Financial Services 5,022 3,162
Total 1,586,978 699,187
(*****) Transactions with related parties are financing in nature.
7. Inventory
2018 2017
JD JD
Finished goods 66,716 75,843
Work in process 65,945 84,822
Orders and letters of credit 54,251 61,258
Raw material and packaging 41,045 30,642
Spare parts 26,749 31,188
Impairment provision for static goods (*) (143,748) (143,748)
Net 110,958 140,005
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Arab Center For Pharmaceutical & Chemical Industries Company

Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

{*) Movement for impairment provision of static goods through the year was as the follows:

Balance - beginning of year

Provided during the year
Balance - end of year

8. Other debit balances

Refundable deposits
Prepayments on sales tax
Prepaid expenses

Bank margin

Employees receivables
Petty cash

Others
Total

2018 2017
D D
143,748
- 143,748
143,748 143,748
2018 2017
JD D
36,567 36,567
7,988 7,730
6,381 31,279
4,130 4,130
513 3,760
253 2,961
9 9
55,841 86,436




Arab Center For Pharmaceutical & Chemical Industries Company
Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

9, Trade receivable

2018 2017
D JD
Trade receivables 365,184 374,260
Less: allowance of expected credit losses (*) (341,204) (290,784)
Net 23,980 83,476
- The receivables aging details as of December 31, 2018:
2018 207
JD jo
1-60 days 1,568 270
61-120 days 5212 12,228
121-180 days 10,286 35,284
More than 181 days 348,118 326,478
Total 365,184 374,260

{*} Allowance for expected credit losses movement during the year:

2018 2017

ID JD
Beginning of year balance 290,784 290,784
Effect of applying IFRS (9) 50,420 -
End of year balance 341,204 290,784

10. Statutory reserve

- Statutory reserve is allocated according to the Jordanian Companies Law by deducting 10% of the
annual net profit until the reserve equals one quarter of the Company’s subscribed capital.
However, the Company may, with the approval of the General Assembly, continue to deduct this
annual ratio until this reserve equals the subscribed capital of the Company in full. Such reserve is
not available for dividends distribution.

- For the general aséembly after exhausting other reserves to decide in an extraordinary meeting to

quench its losses from the accumulated amounts in statuary reserve, and to rebuild it in accordance
with the provisions of the law.



Arab Center For Pharmaceutical & Chemical Industries Company
Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

11.

12.

Accumulated losses

The company’s accumulated losses amounted to JD 7,119,568 which represents 142% of its capital,
follows a summary of the company's plan:

- Completion of the final stages of the expansion project and the start of the actual production process
on the new lines beginning on 2019, and this leading to re-entry into the traditional markets and the
opening new markets

-~ The general assembly held an extraordinary meeting dated July 23, 2017 and the following decisions
were made:

- Decrease the company capital by quenching the amount of JD 4,500,000 from the accumulated
losses as at December 31, 2016 in the authorized capital and the paid-in capital to become JD
500,000.

- Increase the capital of the company by an amount of JD 4,500,000 to become JD 5,000,000.

- The legal requirements were not completed till the date of the financial statements report.

Other credit balances

2018 2017

JD D
Shareholders deposits 199,608 199,785
Accrued expenses 149,482 169,247
Employees payable 130,775 129,472
[ncome tax deposits 6,044 17,509
Social security deposits 3,801 125,581
Subscribers deposits 3,289 3,289
Establishing deposits 2,866 2,866
Refund of sold shares 2,697 2,697
Savings fund deposits 401 401
Others - 12,312
Total 498,963 663,159
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13. Cost of sales

2018 2017
D JD
Raw materials and packaging materials used in
production 33,811 71,672
Manufacturing expenses (*) 212,931 309,087
Work in process - beginning of year 84,822 110,526
Work in process - end of year (65,943) (84,822)
Cost of manufactured goods 265,619 406,463
Finished goods beginning of year 75,843 109,669
Finished goods end of year {66,716) (75,843)
Cost of goods sold 274,746 440,289
(*) Manufacturing expenses consist of the following:
2018 2017
JD D
Salaries, wages and related benefits 95,780 164,282
Water and electricity 45,276 74,305
Depreciation NNz 31,413
Traveling and transportation 11,974 14,090
Meals 8467 7,850
Fuel 5,879 2
Maintenance 5,307 9,053
Insurance 3,282 3,469
Consumables 1,923 1,102
Health insurance : 1,784 e
Sterilization fees ' 738 2320
Miscellaneous ; 612 136
Vehicles expenses 388 1,067
Stationery 204 -
Total 212,931 309,087




Arab Center For Pharmaceutical & Chemical Industries Company
Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Notes to the financial statement for the year ended December 31, 2018

14. Other revenues

15.

Gains on sale of property, plant and equipment

Miscellaneous
Tatal

Selling and distribution expenses

Marketing and advertisements

Shipping and clearing

Governmental

Salaries, wages and related benefits

Bank commissions

Penalties

Insurance

Telecommunications

Total

21

2018 2017
D JD
11,843 :
1,314 72,393
13,157 72,305
2018 2017
D JD
3,108 .
1,945 5,661
293 636
118 17,135
2 163
2 13
- 570
- 331
5,508 24,809
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16.

17.

18.

19.

Administrative expenses

2018 2017

JD JD
Salaries, wages and related benefits 141,426 164,741
Lawsuites 53,615 4,357
Board of directors tranportations 21,650 20,800
Professional fees 18,375 22,350
Licenses, permits and governmental subscriptions 11,793 12483
Penalties 7,778 20,705
Telecommunications 4,544 5,838
Depreciation 2,716 3,097
Stationery and printings 1,566 1336
Hospitality and cleaning 1,223 1,289
Health insurance 1,081 815
Maintenance 1,057 446
Miscellaneous 736 909
Advertisements 668 878
Vehicles expenses 568 991
Insurance 365 385
Travel and transportation e 1,661
Companys contribution to social security - 294
Total 269,181 263,275
Legal cases
According to the company lawyer’s letter there is a legal case raised by the company against others
amounting to JD 10,100 and there are other cases raised against others with undetermined amounts,
also there are legal cases raised by others against the Company amounting to JD 214,808 and there are
other cases with undetermined amounts, these cases are still outstanding in related courts.
Tax status
- Income tax returns have been filed till year 2017 within the legal period.
- Tax status for the company has been settled till 2015,
- The opinion of the tax consultant there is no need to make provision, due to the company’s

acceptable accumulated losses.

Contingent Liabilities

As at the statement of financial position date, there are contingent liabilities of guarantee amounting
to ]I 4,130 with cash deposit of JD 4,130.

Jrd
]
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20. Risk management

a) Capital risk:

Regularly, the capital structure is reviewed and the cost of capital and the risks associated with
capital are considered. In addition, capital is managed properly to ensure continuing as a going
concern while maximizing the return through the optimization of the debt and equity balance.

b) Currency risk:

— Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

— The risk arises on certain transactions denominated in foreign currencies, which imposes sort of
risk due to fluctuations in exchange rates during the year.

- The entity is not exposed to currency risk.

c) Interest rate risk:

- Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.

- The risk arises on exposure to a fluctuation in market interest rates resulting from borrowings and
depositing in banks, :

- The risk is managed by maintaining an appropriate mix between fixed and floating interest rates
balances during the financial year.

d) Other price risk:

- Other price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

- The risk arises from investing in equity investments.

- The following table shows the sensitivity to profit or loss and equity to the changes in the listed
prices of investments in equity instruments, assuming no changes to the rest of other variables:

The effect on
At Decamber 31, 2018 Change in price owners equity
% Jb
Investment in financial assets at fair vaiue through
Other comprehesive income £5 5,772

e) Creditrisk:

- Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation.

- Regularly, the credit ratings of debtors and the volume of transactions with those debtors during
the year are monitored.

- Ongoing credit evaluation is performed on the financial condition of debtors.

- The carrying amount of financial assets recorded in the financial statements represents the
maximum exposure to credit risk without taking into account the value of any collateral obtained.

f) Liquidity risk:

- Liquidity risk is the risk of encountering difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial assets.

- Liquidity risk is managed through monitoring cash flows and matching with maturity dates of the
financial assets and liabilities.

23
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21.

- The following table shows the maturity dates of financial assets and liabilities as of December 31:

Less than 1 year More than 1 year

Description 2018 m7 018 2017
Financial assets: D | D D
Investments in an assoctates - . - 31573
Investment in financial assets at faur value through
other comprehensive income - . 115438 115458
Due frem related party - - 1,286,282 1,283,253
Other debit balances 41472 174%
Trade receivables 23980 83476
Cash and cash equivalents 705 187
Total 66,57 131,39 1,401,740 1,450,284
Financial liabilities:
Deferred checks - 106,345 - 115,54
Shareholders payable - - 4497903 410259
Other credit balances 198,963 3,159
Trade payables 380,590 682,004
Due to related parties 1,586,978 6%,187
Total 246,631 2151309 1497903 4,218,114

Fair value of financial instruments

The entity shall classifies measuring fair value methods using fair value hierarchy that reflects the
significance of inputs used in making the measurements. The hierarchy of fair value of financial
instruments have the following levels:

Level (1): quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level (2): inputs other than quoted prices included within level (1) that are observable for the asset
or liability, either directly (as prices) or indirectly (derived from prices).

Level (3): inputs for the asset or liability that are not based on observable market data.

As at 31 December 2018 Level (1)

JD
Investment in financial assets at fair value through
other comprehensive income 115,458
Total 115458

22. Reclassification

2017 balances have been reclassified to conform to the adopted classification in 2018,
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