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Ernst & Young Jordan
P.0.Box 1140
Amman 11118
Buitding a better Jordan
working world Tel: 00 962 6580 0777/00 962 6552 6111

Fax: 00 962 6553 8300
www.ey.com/me

Report on Review of Interim Condensed Financial Statements
To the Board of Directors of National Petroleum Company
Amman - Jordan

Introduction

We have reviewed the accompanying interim condensed financial statements of National
Petroleum Company (the “Company”) as at 30 June 2019, comprising of the interim condensed
statement of financial position as at 30 June 2019 and the related interim condensed statements
of comprehensive income, changes in equity and cash flows for the six months period then ended
and explanatory information. The Board of Directors is responsible for the preparation and
presentation of these interim condensed financial statements in accordance with International
Accounting Standard IAS 34 ‘“Interim Financial Reporting”. Our responsibility is to express a
conclusion on these interim condensed financial statements 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
Entity”. A review of 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.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the

accompanying interim condensed financial statements are not prepared, in all material respects,
in accordance with IAS 34.

Amman — Jordan ok
29 July 2019

A member firm of Ernst & Young Global Limited



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED STATEMENT OF FINANCIAL POSITION

As AT 30 JUNE 2019
30 June 31 December
Notes 2019 2018
JD JD
ASSETS (Unaudited) (Audited)
Non-current assets -
Property and equipment 5 4,419,668 4,944 357
Intangible assets 85,277 -
Gas assets 6 1,039,550 1,178,156
Projects in progress 7 1,785,621 196,732
Due from Ministry of Finance 8 1,349,236 2,018,216
8,679,352 8,337,461
Current assets -
Inventories 6,259,713 5,907,534
Accounts receivable 2,489,747 3,009,091
Due from Ministry of Finance 8 1,500,000 1,500,000
Other current assets 741,442 854,454
Cash on hand and at banks 9 8,523,101 7,158,906
19,514,003 18,429,985
Total Assets 28,193,355 26,767,446
EQuiTY AND LIABILITIES
Equity -
Paid in capital 15,000,000 15,000,000
Statutory reserve 5,721,872 5,721,872
Retained earnings 4521,333 3,569,601
Total equity 25,243,205 24,291,473
Liabilities -
Non-current liabilities -
End of service indemnity provision 1,267,920 1,173,235
Deferred grant income 10 606,268 764,441
1,874,188 1,937,676
Current liabilities -
Accounts payable 498,157 35,990
Other current liabilities 409,852 427,096
Income tax provision 14 167,953 75,211
1,075,962 538,297
Total liabilities 2,950,150 2,475,973
Total Equity and Liabilities 28,193,355 26,767,446

The attached notes from 1 to 20 form part of these interim condensed financial statements



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE AND SIX MONTHS PERIOD ENDED 30 JUNE 2019 (UNAUDITED)

Company's share of gas revenue
Recovered costs

Other income

Amortization of deferred grant income

Interest income

Hamza's Field project income

Fair value adjustment — balance due
from Ministry of Finance

Operating expenses

Administrative expenses

Profit for the period before income tax
Income tax expense
Profit for the period

Add: other comprehensive income items

Total comprehensive income for the period

Basic and diluted earnings per share

Notes

11
11

10

12

14

For the three months
ended 30 June

For the six months
ended 30 June

2019 2018 2019 2018
JD JD JD JD
309,012 431,276 589,857 864,784
1489538 1,856,328  2,894572 3,719,351
1798550 2,287,604  3,484429 4,584,135
8,074 4,458 13,066 6,343
79,086 79,086 158,173 158,173
115,402 62,665 223,099 113,499
- . - 120,000
38,424 54,806 81,020 113,581
(756,691)  (1,130,841) (1,947,287) (2,042,314)
(389,057)  (383,716)  (892,815)  (788,504)
893,788 974,062 1,119,685 2,264,913
(167,953) 2 (167,953) .
725,835 974,062 951,732 2,264,913
725,835 974,062 951,732 2,264,913
JDFils JD/Fils JDFils JDIFils
0/048 0/065 0/063 0/151

The attached notes from 1 to 20 form part of these interim condensed financial statements



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE Six MONTHS ENDED 30 JUNE 2019 (UNAUDITED)

2019 -
Balance at 1 January 2019
Total comprehensive income for the period

Balance at 30 June 2019

2018 -
Balance at 1 January 2018
Total comprehensive income for the period

Balance at 30 June 2018

Paid in Statutory Retained
capital reserve earnings Total
JD JD JD JD
15,000,000 5,721,872 3,669,601 24,291,473
- - 951,732 951,732
15,000,000 5,721,872 4,521,333 25,243,205
15,000,000 5,393,116 686,010 21,079,126
- - 2,264,913 2,264,913
15,000,000 5,393,116 2,950,923 23,344,039

The attached notes from 1 to 20 form part of these interim condensed financial statements



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED STATEMENT OF CASH FLOWS
FOR THE SiX MONTHS ENDED 30 JUNE 2019 (UNAUDITED)

OPERATING ACTIVITIES

Profit for the period before income tax

Adjustment -

Depreciation and amortization

Loss on disposal of property and equipment

Interest income

Amortization of deferred grant income

End of service indemnity provision

Fair value adjustment — balance due from Ministry of Finance

Working capital changes -

Inventories

Accounts receivable

Other current assets

Due from Ministry of Finance
Accounts payable

Other current liabilities

End of service indemnity paid
Income tax paid

Net cash flows from operating activities

INVESTING ACTIVITIES

Interest income received

Purchase of property and equipment
Purchase of intangible assets

Deposits with maturity over three months
Projects in progress and gas assets

Net cash flows (used in) from investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

For the six months
ended 30 June

2019 2018
JD JD
1,119,685 2,264,913
688,032 652,401
2 -
(223,099) (113,499)
(158,173) (158,173)
150,540 170,891
(81,020) (113,581)
(352,179) 302,560
519,344 (218,866)
135,787 (36,395)
750,000 750,000
462,167 217,824
(17,244) (17,454)
(55,855) (232,696)
(75,211) -
2,862,776 3,467,925
200,324 81,226
(15,264) (17,932)
(94,752) -

. 2,000,000
(1,588,889) (1,334,262)
(1,498,581) 729,032

1,364,195 4,196,957
7,158,906 1,145,990
8,523,101 5,342,947

The attached notes from 1 to 20 form part of these interim condensed financial statements



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

(1) GENERAL

National Petroleum Company (the “Company”) is a public shareholding company incorporated
on 21 June 1995 with paid in capital of JD 20,000,000 divided into 20,000,000 shares of JD 1
each. The capital has been amended several times; the last amendment was on 1 November
2001, when a merger took place between Petra Drilling Company and National Petroleum
Company at book value. As a result of this merger, the articles of association and by laws have
been adjusted as per the Companies Law. The authorized and paid-in capital became JD
15,000,000 divided into 15,000,000 shares at par value of JD 1 each subscribed as follows:

Share/ JD
Governmental Investment Management Company * 14,987,890
Safwa Islamic Bank 12,110

*  According to the Council of Ministers decision No. (286) Date of 28 June 2016 and in
accordance with the letter from the Governmental Investment Management Company No.
47/2016 dated 1 August 2016, which included the transfer of the contribution of the Ministry
of Finance in the National Petroleum Company to the Governmental Investment
Management Company on 28 July 2016.

The main objectives of the Company are to explore oil and natural gas and other hydro carbonic
materials, treatment and storing of hydro carbonic materials, establish, manage and invest in
specialized ports for storing, transporting and exchanging oil and gas, trading in crude and
untreated oil with its derivatives inside and outside Jordan, contribute in the establishment of
related projects, perform drilling activities, and establish workshops to maintain, test and
provide all support services for drilling activities.

The Company sells its entire production of natural gas from Al Reesha field (located in the east
of Jordan) to the Central Electricity Generating Company.

According to the Council of Ministers decision, no. 58/11/1/25161 dated 28 May 2017, the
selling price of gas has been changed from JD 0.05 per cubic meter to become 70% the
average price of natural gas available to the National Electric Power Company (NEPCO) and
the manufacturing sector from all available services. The average price for the monthly
production of natural gas from Al-Risha field is determined by the pricing committee appointed
by the Council of Ministers.

The Company’s head quarter is at Za'al Abu Tayeeh Street, Um Al-Summag, Amman — Jordan.

The interim condensed financial statements were authorized for issuance by the Company'’s
Board of Directors on 28 July 2019.



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

(2) Basis OF PREPARATION AND ACCOUNTING POLICIES

Basis Of Preparation-

The interim condensed financial statements are prepared in accordance with International
Accounting Standard 34, interim Financial Reporting.

The interim condensed financial statements do not contain all information and disclosures
required for full financial statements prepared in accordance with International Financial
Reporting Standards and should be read in conjunction with the annual financial statements as
of 31 December 2018. In addition, results of the six months period ended 30 June 2019 are not
necessarily indicative of the results expected for the financial year ending 31 December 2019.

Changes in accounting policies —

The accounting policies used in the preparation of the interim condensed financial statements
are consistent with those used in the preparation of the annual financial statements for the year
ended 31 December 2018 except for the adoption of new standards effective as of 1 January
2019 shown below:

IFRS (16) Leases

IFRS (16) supersedes IAS 17 Leases, IFRIC (4) Determining whether an Arrangement contains
a Lease, SIC-(15) Operating Leases-Incentives and SIC-(27) Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets out the principles for the
recognition, measurement, presentation and disclosure of leases and requires lessees to
account for most leases under a single on-balance sheet model.

Lessor accounting under IFRS (16) is substantially unchanged from IAS (17). Lessors will
continue to classify leases as either operating or finance leases using similar principles as in
IAS (17). Therefore, IFRS (16) did not have an impact for leases where the Company is the
lessor.

The Company adopted IFRS (16) using the modified retrospective approach with the date of
initial application of 1 January 2019 accordingly, prior year financial statements were not
restated. The Company elected to use the transition practical expedient allowing the standard
to be applied only to contracts that were previously identified as leases applying IAS (17) and
IFRIC (4) at the date of initial application. The Company also elected to use the recognition
exemptions for lease contracts that, at the commencement date, have a lease term of 12
months or less and do not contain a purchase option (‘short-term leases’), and lease contracts
for which the underlying asset is of low value ('low-value assets’).

The new standard does not have any impact on the Company’s interim condensed financial
statements as the Company is not a party to any lease contracts.



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

IFRIC Interpretation (23) Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve
uncertainty that affects the application of IAS (12) and does not apply to taxes or levies outside
the scope of IAS (12), nor does it specifically include requirements relating to interest and
penalties associated with uncertain tax treatments. An entity must determine whether to
consider each uncertain tax treatment separately or together with one or more other uncertain
tax treatments. The interpretation is effective for annual reporting periods beginning on or after
1January 2019, but certain transition reliefs are available.

These amendments do not have any material impact on the Company’s interim condensed
financial statements.

Amendments to IFRS (10) and IAS (28): Sale or Contribution of Assets between an
Investor and Its Associate or Joint Venture

The amendments address the conflict between IFRS (10) and IAS (28) in dealing with the loss
of control of a subsidiary that is sold or contributed to an associate or joint venture. The
amendments clarify that the gain or loss resulting from the sale or contribution of assets that
constitute a business, as defined in IFRS (3), between an investor and its associate or joint
venture, is recognised in full. Any gain or loss resulting from the sale or contribution of assets
that do not constitute a business, however, is recognised only to the extent of unrelated
investors' interests in the associate or joint venture. The IASB has deferred the effective date of
these amendments indefinitely, but an entity that early adopts the amendments must apply
them prospectively.

These amendments do not have any material impact on the Company’s interim condensed
financial statements.

Amendments to IAS (28): Long-term interests in associates and joint ventures

The amendments clarify that an entity applies IFRS (9) to long-term interests in an associate or
joint venture to which the equity method is not applied but that, in substance, form part of the
net investment in the associate or joint venture (long-term interests). This clarification is
relevant because it implies that the expected credit loss model in IFRS (9) applies to such long-
term interests.

The amendments also clarified that, in applying IFRS (9), an entity does not take account of
any losses of the associate or joint venture, or any impairment losses on the net investment,
recognised as adjustments to the net investment in the associate or joint venture that arise from
applying IAS (28) Investments in Associates and Joint Ventures.

These amendments do not have any material impact on the Company’s interim condensed
financial statements.



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

(3) GAs RESERVES

Based on the latest study conducted during 2006 by the International Specialized Consultant
(IPR) in relation to gas reserves, it has been determined that the estimated reserves at the end
of 2006 were 102.3 billion cubic feet. The study indicated that there is an overstatement in the
degree of conservatism in this estimation since it was conducted in the area nearby the wells
and it excluded the estimation of any gas reserve in most of the Al Reesha field area.

Based on the results of continuous internal studies, which were updated in 2007 and carried out

by in accordance with the most realistic and conservative measurement methods for the
productive wells only, the minimum estimated gas reserves were 443 billion cubic feet.

(4) REeEcovVERED COSTS

The Petroleum Operations Cost Reimbursement Committee (the “Committee”), formed by the
Minister of Energy and Mineral Resources, approved petroleum operations costs of JD
78,234,043 for the period from 1 May 2002 to 31 December 2017 as reimbursable costs. The
Company was reimbursed the following costs:

Period Amount
JD
2019 2,894,572
2018 7,405,606
2017 5,070,370
2016 3,493,253
2015 3,687,713
2014 4,116,873
2013 4,529,903
2012 4,909,185
2011 5,437,738
2010 5,538,635
2005 . 1,769,570
48,853,418

The remaining approved balance is JD 29,380,625 as at 30 June 2019.
The Committee reviewed the petroleum operations cost for the period between 1 January 2018
to 31 December 2018 amounted to JD 7,821,124. The Committee has not issued their reports

up to the date of these interim condensed financial statements.

The Committee did not review the petroleum operations costs for the period from 1 January
2019 to 30 June 2019 amounted to JD 2,690,403.

-4-



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

(5) PROPERTY AND EQUIPMENT

During the six months ended 30 June 2019, the Company has purchased property and
equipment of JD 15,264 (30 June 2018: JD 17,932).

(6) GAsS ASSETS

This amount represents the re-entry and maintenance costs of Al Reesha well (well 28) as of 30
June 2019.

(7) PROJECTS IN PROGRESS

This represents the cost of re-entry into well 45, digging new wells 48 and 49 in addition to new
constructional projects in progress as at 30 June 2019,

Movements on projects in progress were as follows:

30 June 31 December

2019 2018

JD JD

(Unaudited) (Audited)
Balance at 1 January 196,732 248,513
Additions during the period / year 1,593,595 1,123,318
Transferred from property and equipment - 102,274
Transferred to gas properties - (1,277,373)
Transferred to operating expenses (4,708) -

1,785,621 196,732

(8) DuE FROM MINISTRY OF FINANCE

Based on the Council of Ministers decision No. (3052) dated 24 May 2017, the Company
transferred an amount of JD 6,000,000 to the account of the Ministry of Finance in two
payments. The balance will be recovered over a period of four years according to the Ministry of
Finance decision No. (18/73/20368) dated 23 July 2017. The balance was initially recognized at
fair value and was discounted using a discount rate of 5%. During the six months ended 30
June 2019, the Company recognized revenue of JD 81,020 representing the revenues from the
fair value adjustment on the balance due from Ministry of Finance for the period (30 June 2018:
113,581).



NATIONAL PETROLEUM COMPANY- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

(9) CASH ON HAND AND AT BANKS

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
Deposits maturing within three months* 8,000,000 6,400,000
Demand deposits** 523,101 758,906
Cash and cash equivalent 8,523,101 7,158,906

*

5.65% and 5.75% (2018: 5.5%).

** Demand deposits bear an interest rate between 1% to 2.5%.

(10) DEFERRED GRANT INCOME

Time deposits are held for periods net exceeding 6 months and bears interest between

The Company received a grant from BP for the purchase of new gas compressors amounted to
JD 2,108,971. The grant is to be classified as deferred income and amortized over the useful
life of these gas compressors, and on a systematical and reasonable basis in accordance with

IAS 20.

During the six months ended in 30 June 2019, the Company amortized deferred grant income

of JD 158,173 (2018: JD 158,173).

(11) COMPANY’S SHARE OF GAS REVENUE

30 June 30 June
2019 2018
JD JD

Total gas revenue for the period 4,824,286 6,198,919

Less: recovered costs (2,894,572) (3,719,351)
Less: recovered balance from the balance due from Ministry

ot Finance deducted from the Increase in gas prices (750,000) (750,000)

Less: Jordanian Government share (589,857) (864,784)

589,857 864,784
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(12) HAmzA’s FIELD PROJECT INCOME

This item represents an amount of JD 120,000 for providing wells cleaning and maintenance
services for Hamza's Field in favor of the Ministry of Energy and Mineral Resources based on
the Council of Ministers Decision No. 58/11/1/3633 which took effect during 2018.

(13) OPERATING EXPENSES

30 June 30 June
2019 2018
JD JD
Al Reesha Field expenses 1,936,199 1,961,626
Safawi Exploration expenses 11,088 11,088
Hamza's Field project expenses - 69,600
1,947,287 2,042,314

(14) INCOME TAX

The income tax provision for the six months period ended 30 June 2019 was calculated in
accordance with the Income Tax Law for the year 1985 as mandated by the Concession Law
No. (1) for the year 2010 which states that the statutory income tax rate for the Company is
fixed at 15% for taxable income related to its operations under the Concession. The Company
is not subject to new taxes of any kind for the remaining duration of the concession.

Movements on the provision for income tax were as follows:

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)

Beginning balance for the period / year 75,211 -
Income tax expense during the period / year 167,953 75,211
Paid during the period / year (75,211) -
Ending balance for the period / year 167,953 75,211

The Company obtained final clearance from the Income Tax Department up to 2016.

The Company did not obtain a final clearance from the Income Tax Department for the years
ended 2018 and 2017 up to the date of these interim condensed financial statements.
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(15) CONTINGENT LIABILITIES

At the date of these interim condensed financial statements, the Company had the following
contingent liabilities:

30 June 2019 31 December 2018
(Unaudited) (Audited)
Cash Cash
Amount margin Amount margin
JD JD JD JD
Letters of guarantee 993,000 57,600 1,393,000 77,600
Letters of credit 890,010 16,105 - -

(16) RELATED PARTY TRANSACTIONS

Related parties represent major shareholders, the Board of Directors and key management
personnel of the Company, and entities controlled, jointly controlled or significantly influenced
by such parties. Pricing policies and terms of the transactions with related parties are approved
by the Company's management.

Related party balances included in the Interim condensed statement of financial position:

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)

Current Assets-
Accounts receivable-
Central Electricity Generating Company (associate

of Government Investment Management Company) 2,482,563 3,001,073
Other Current Assets-
Due from Ministry of Finance 1,500,000 1,500,000
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30 June 31 December

2019 2018
JD JD
(Unaudited) (Audited)

Non-Current Assets-
Due from Ministry of finance 1,349,236 2,018,216
Current Liabilities-
Accounts payable-
Ministry of Finance 309,013 6,862

Related party transactions included in the Interim condensed statement of comprehensive
income:

For the six months
ended 30 June

2019 2018
JD JD

Total invoices billed to Central Electricity Generating
Company (associate of the Government Investment
Management Company) 4,824,286 6,198,919
Hashemite Kingdom of Jordan represented by the Ministry
of Energy and Mineral Resources (Hamza’s Field project
income) - 120,000
Jordanian Government share for the period 589,857 864,784
Key management salaries and other benefits 121,205 110,840
Board of Directors remuneration and transportation 28,813 31,875

(17) LITIGATIONS

The Company is a defendant in a number of lawsuits totaling JD 408,840 as at 30 June 2019
(31 December 2018: JD 388,389). The Company was not plaintiff in any lawsuits as of 30 June
2019.
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(18) STATUTORY RESERVE

The Company did not take any statutory reserve according to the Companies Law as these
financial statements are interim condensed financial statements.

(19) SEGMENT INFORMATION

Business segment represents a group of assets and transaction that are jointly engaged in
serving products or services subjected to risks and rewards that are different from other
business segments.

The geographical segment is associated with served products or services in specific economic
environments that is subject to risks and rewards that are different from other business
segments in economic environments.

As stated in the interim condensed statement of comprehensive income the Company's

operations are limited to the activity of extraction and sale of gas in Jordan and their operations
do not include other segments.

(20) COMPARATIVE FIGURES

Some of 2018 balances were reclassified to correspond to 2019 presentation with no effect on
equity or profit for the year.
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