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INTERNATIONAL PROFESSIONAL BUREAU
Consulting & Auditing

Independent auditors' report

To the Shareholders of
Jordan Chemical IndustriesCompany(P.S)

Amman — Jordan

Qualified opinion

We have audited financial statements of Jordan Chemical Industries Company (P.S)
which comprise statement of financial position as at 31 December 2018 andstatements of
profit or loss and other comprehensive income, statements of changes in equity and
statement of cash flows for the year then ended. and notes to the financial statements.
including a summary of significant accounting policies and other explanatory
information.

In our opinion.except the effect of the matter described in the basis for qualified opinion,
the accompanying financial statements present fairly, in all material respects. the financial
position of Jordan Chemical Industrics Company as at 31 December 2018, and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Basis of qualified opinion:

v The balance of cash in hand as of December 31, 2018 amounted to (323,553 JOILY,
according to what we have learned. but this amount is not exists in the company
and we could not verify it.

v An endorsement was received from the Arab Bank stating that the balance of
cheques under collection, as of December 31, 2018, stands at an amount of
(615.000) JOD, and when tracking the movement of cheques in the following
period, it became clear that the cheque number 1629 with a value of (25,000) JOD
drawn from the Islamic Bank and issued from Professional Engincers Trading
Agencies — PECowas deposited in the Arab Bank then withdrawn and deposited
again with a value of (125,000) JOD, and the cheque was returned during the
month of 1/2019 by the bank. and we could not know the nature of these
movements and how it was modified and deposited again with the bank. The effect
of this cheque on the financial statements, as of December 31, 2018. has not been

reversed.

CORRESPONDENT OF MAZARS

Tel: +(962) 6 5823441 - Fax: +(962) 6 5823442 - PO. Box: 3035 Amman 11821 Jordan



INTERNATIONAL PROFESSIONAL BUREAU
Consulting & Auditing

v We were unable to verify the liability of the exclusive agent, the Official Haditha
Company (Al-Mallah) as of December 31, 2018.
v We were unable to verify the value of the goods in warehouses, whose balance
reached (377,510) JOD, as of December 31. 2018.
v We could not verify the cost of sales as of December 31. 2018.
v The value of the investment in the International Iron Industry Company was
recorded at cost and the company was unable to determine the fair value of the
value of the shares as it is not listed on the Amman Financial Market and we did
not obtain any financial statements for the company to determine its financial
status as of December 31, 2018.
v" The company issued sales invoices in the name of the official Modern Company
for Trade and Supply (the exclusive agent) with a total value of (1.471.727) JOD.
The invoices indicate that this commodity is merchandise present with the
company in charge of the trust, and we could not verify the actual existence of this
commodity.
v" The company suffers from a weakness in cash liquidity, as its current liabilities
exceed its current assets by a value of (740.537)JOD.
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 in Jordan and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA code .we believe that the audit evidence we have
obtained is sufficient and appropriate to provide basis for our opinion.

Other matters:

Losses exceeded (97%) of the company's capital, therefore it should be liquidated unless
the general assembly decide at an extraordinary meeting to increase its capital to deal
with the status of losses or to amortize the losses in accordance with international
accounting and auditing standards, provided that the total losses are not more than half of

the capital, in compliance with Jordanian Companies Law.

CORRESPONDENT OF MAZARS
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Key audit matters:

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statement 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.

Other information

Management is responsible for the other information. which comprises the information

does not include in the financial statements and auditors’ report thereon.

Our 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 that we have performed. we conclude that there is a material
misstatement of this other information. then 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 IFRS, 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 and. disclosing, as applicable, matters

related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the company on 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.
CORRESPONDENT OF MAZARS
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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 issuce

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 ISAs will always detect a material misstatement when it

exists. Misstatements can arise from fraud or error and are considered material if.

Individually or in 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 ISAs, we exercise professional judgment and

maintain professional skepticism throughout the audit, We alsor

Identify and assess the risks of material misstatement of the financial statements.
whether due to fraud or error. design and perform audit procedures responsive 1o
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from 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 &
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.

CORRESPONDENT OF MAZARS
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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.
Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for
our audit opinion.

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 to
communicate with them all relationships and other matters that m ay 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 auditor’s 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 reasonable be expected to outweigh the

public interest benefits of such communication.

The Report on other legal and regularity requirement

The company maintains accounting records as required, and it is compatible with the

accompanying financial statements and we recommend approving it after considering

the effect of mentioned qualification.

On behalf of IPB
Dr. Reem AL-Araj
Licenge No. (820)

Amman — Jordan
12 December 2019

1821 Jordan



Jordan Chemical Industries CO.
(Public Shareholding Company)
Statement of Financial Position (JOD)

Assets

Current Assets

Cash and cash equivalent
Cheques under collection
Trade receivables (net)

Due from related parties
Inventory

Other debit balances

Total current assets

Non — current assets
Financial assets through other
comperhensive income
Property, plants and equipments (net)
Total non-current assets
Total assets

Current Liabilities

Credit banks

Notes payable &deferred cheques
Trade payables

Income tax provision

Due to share holders

Due to related parties

Loan -short term

Other credit balances

Total current liabilities
Non—Current liabilities
Loan-long term

Total Non—Current liabilities
Total liabilities

Equity

Paid up capital

Statutory reserve

Special reserve

Other equity

Retained (losses) profit

Total Equity

Total Liabilities & Equity

As at
Notes 2018 2017
5 325,797 999 715
6 615,000 800,928
7 583,710 699.362
8 910,045 286,987
9 377.510 2,135,304
10 66,954 208.624
2,879,016 4,363,920
11 842,097 849,557
12 2,137,448 2,403,298
2,979,545 3,252,855
5,858,561 7,616,775
13 1,272,420 1,302,673
461,067 324,052
661,779 627,990
- 39,640
229.802 204.455
14 86,443 :
16 - 527,364
15 908,045 499,580
3,619,556 3,525,754
16 1,251,631 956.809
1,251,631 956,809
4,871,187 4,482,563
1,799,624 1,799.624
804,474 804.474
100,000 100,000
30,202 37,662
(1.746,926) 392,452
987,374 3,134,212
5,858,561 7,616,775

The notes from page 11 to 30 are an integral part of these financial statements
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Jordan Chemical Industries CO.
(Public Shareholding Company)

Statement of Profit or Loss and Other Comprehensive Income (JOD)

Sales

Cost of sales

Gross profit

Selling and distribution expenses
Administrative and general expenses
Operating (loss)profit

Financing expenses

Other revenues and expenses

(Loss) profitfor the year before tax
Income tax expense

(Loss) profit for the year after tax
Other comprehensive income
Financial assets through OCI

Total Comprehensive income
Weighted average of shares

Basic earnings per share

The notes from page 11 to 30 are an integral part of these financial statements

7

Note

L7
18

19
20

21

For the year ended 31

December
2018 2017
3,758,347 4,841,027
(4,783,487)  (3.818.592)
(1,025,140) 1,022,435
(75.961) (83,238)
(716.984) (493,974)
(1,818,085) 445,223
(162,627) (141,696)
21,296 (20,384)
(1,959,416) 283,143

. (39.640)
(1,959,416) 243,503
(7.460) (14,126)
(1,966,876) 229,377
1,799,624 1,799.624
(1.089) 0.135
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Jordan Chemical Industries CO.
(Public Shareholding Company)
Statement of Cash Flows (JOD)

Cash Flows from Operating Activities
(Loss) profit for the year

Adjustments

Depreciation

Impairment in trade receivables

Previous year adjustments

Loss from selling of financial assets through OCI
Gain on sale of property and equipment
Changes in:

Cheques under collection

Trade receivables and due from related parties
Inventory

Other debit balances

Notes payable and deferredcheques

Trade payables and due to related parties
Due to share holders

Other credit balances

Income tax paid

Net cash from operating activities

Cash flows from investment activities
Purchase of property and equipment
Financial assets through OCI

Cash proceeds from sale of property and equipment
Net cash flows from investment activities
Cash flows from financing activities
Dividends

Loans

Credit banks

Net cash flows from financing activities
Net increase in cash

Cash and cash equivalents at 1, January
Cash and cash equivalent at 31, December

For the year ended 31 December

2018 2017
(1.959.416) 283,143
267,010 220.403
150,000 12.000
: (13.610)
. 33.000
(4,311) .
185,928 (400,928)
(657.406) (398.626)
1,757,794 (5,897)
141,670 (21,705)
137,015 (267,647)
120,232 (196,175)
25,347 67,734
408,465 219,040
(39.640) (50.323)
532,688 (519,591)
(15,075) (38.334)
- (19,200)
18,226 -
3,151 (57,534)
(179,962) (179.962)
(232,542) 576,095
(30,253) 352,542
(442,757) 748,675
93,082 171,550
232,715 61,165
325,797 232,715

The notes from page 11 to 30 are an integral part of these financial statements

10



Jordan Chemical Industries CO.
(Public Shareholding Company)
Notes to the Financial Statements

1- Reporting Entity

Jordan Chemical Industries Companywas established and registered as a public sharcholding
company on 13, October 1980, under the number (147) with paid up capital (1.799,624) JOD. The
working center for the company is Hashemite Kingdom of Jordan — Amman, The main purpose of
the company are production of sodium hypochlorite in addition to production of other chemicals
substances and manufacturing cleaning products.

2- Significant accounting policies

Basis of preparation

* These financial statements have been prepared in accordance with International Financial

Reporting Standards (LFRS) as issued by the International Accounting Standards Board.

® These financial statements have been prepared based on going concern assumption and under
the historical cost basis (except those financial assets and other items that measured by fair
value as at the date of financial statement in compliance with International Standards).
®* These financial statements are presented in JOD, all values are rounded to nearest (JOD),
except when otherwise indicated.
* The financial statements provide comparative information in respect of the previous period.
3- Accounting policies
The company has consistently applied the following accounting policies to all periods presented in
these financial statements.
Current versus non-current classification
The company presents assets and liabilities in the statement of financial position based on
current/non-current classification.

An asset is current when it is:

Expected to be realized or intended to be sold or consumed in the normal operating cycle.
®* Held primarily for the purpose of trading.
* [Expected to be realized within twelve months after the reporting period.
* Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for
at least twelve months after the reporting period
All other assets are classified as non-current.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

A- Liability is current when:

Itis expected to be settled in the normal operating cycle.

It is held primarily for the purpose of trading.

It is due to be settled within twelve months after the reporting period.

There is no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period.

All other liabilities are classified as non-current.

B-Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement based on the presumption that the transaction to sell the asset or transfer the
liability takes place either in the principal market for the asset or liability, or in the absence of
principal market, the most advantageous market to asset or liability.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, described as follows, based on the

lowest level input that is significant to the fair value measurement as a whole:

~ Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

— Level 2 - Valuation techniques for which the lowest level input that is significant the fair value

measurement is directly or indirectly observable.

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair

value measurement is unobservable.

C- Revenue from contracts with customers

Revenue from contracts with customers is recognized when control of the goods or services
are transferred to the customer at an amount that reflects the consideration to which the
company expects to be entitled in exchange for those goods or services.

The company shall account for a contract with a customer only when all of the following
criteria are met:

- The parties to the contract have approved the contract (in writing, orally or in accordance
with other customary business practices) and are committed to perform their respective
obligations.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

The company can identify each party’s rights regarding the goods or services to be
transferred.

The company can identify the payment terms for the goods or services to be transferred.
The contract has commercial substance (risk, timing or amount of the entity’s future cash
flows is expected to change as a result of the contract).

It is probable that the entity will collect the consideration to which it will be entitled in
exchange for the goods or services that will be transferred to the customer. In evaluating
whether collectability of an amount of consideration is probable, an entity shall consider
only the customer’s ability and intention to pay that amount of consideration when it is
due. The amount of consideration to which the entity will be entitled may be less than the
price stated in the contract if the consideration is variable because the entity may offer the

customer a price concession.

When a performance obligation is satisfied, the Company recognizes as revenue the amount of

the transaction price that is allocated to that performance obligation.

D- Taxes

Income tax for the period is based on the taxable income for the year. Taxable income differs

from profit as reported in the statement of comprehensive income for the period as there are

some items which may never be taxable or deductible for tax and other items which may be

deductible or taxable in other periods.

Tax expense is recognizing in compliance with regulations.

Expenses and assets are recognized net of the amount of sales tax, except:

When the sales tax incurred on a purchase of assets or services is not recoverable from the
taxation authority, in which case, the sales tax is recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable.

When receivables and payables are stated with the amount of sales tax included the net
amount of sales tax recoverable from, or payable to, the taxation authority is included as

part of receivables or payables in the statement of financial position.

E-Foreign currency

Transactions and balances

v Transactions in foreign currencies are translated into the respective functional currency

spot rate of company at exchange rates at the dates of the transactions.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

v

v

Monetary assets and liabilities denominated in foreign currencies are translated at the
functional currency spot rates of at the exchange rate at the reporting date.

Differences arising on translation of monetary items are recognized in profit or loss except
those that are designated as part of the hedging which will be recognized in other
comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value is determined. The gain or loss arising on translation of
non-monetary items measured at fair value is treated in line with the recognition of the

gain or loss on the change in fair value of the item.

F- Dividends

The Company recognizes a liability to pay a dividend when the distribution is authorized and the

distribution is no longer at the discretion of the company. As per the corporate laws of Jordan, a

distribution is authorized when it is approved by the shareholders. A corresponding amount is

recognized directly in equity.

G- Property, plant and equipment

Items of property, plant and equipment are measured at cost, the cost of replacing parts of
the plant and equipment, and borrowing cost for long term construction projects if the
recognition criteria are met, less accumulated depreciation and any accumulated
impairment losses such cost includes.

If significant parts of an item of property, plant and equipment have different useful lives,
then they are accounted for as separate items (major components) of property. plant and

equipment.

Any gain or loss on disposal of an item of property plant and equipment is recognized in

profit or loss.

Subsequent expenditure is capitalized only if it is probable that the future economic
benefits associated with the expenditure will flow to the company all other repair and

maintains costs are recognized in profit or loss as incurred.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

" Depreciation is calculated to write off the cost of items of property, plant and equipment
less their estimated residual values using the straight-line method over their estimated

useful lives, and is generally recognized in profit or loss.

* Depreciation methods, useful lives and residual values are reviewed at each reporting date

and adjusted if appropriate.
H- Leases

" A lease is classified at the inception date as a finance lease or an operating lease.

" A lease that transfers substantially all the risks and rewards incidental to ownership to the
company is classified as a finance lease.

* Finance leases are capitalized at the commencement of the lease at the inception date fair
value of the leased property or, if lower, at the present value of the minimum lease payments.
Lease payments are apportioned between finance charges and reduction of the lease liability
so as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognized in finance costs in the statement of profit or loss.

* A leased asset is depreciated over the useful life of the asset. However, if there is no
reasonable certainty that the company will obtain ownership by the end of the lease term, the
asset is depreciated over the shorter of the estimated useful life of the asset and the lease term.

* An operating lease is a lease other than a finance lease. Operating lease payments are
recognized as an operating expense in the statement of profit or loss on a straight-line basis
over the lease term.

I- Borrowing costs
* Borrowing costs directly attributable to the acquisition, construction or production of an
asset that necessarily takes a substantial period of time to get ready for its intended use or
sale are capitalized as part of the cost of the asset.
* All other borrowing costs are expensed in the period in which they occur.
" Borrowing costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds.
J- Financial Instruments- initial recognition and subsequent measurement
A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

1- Financial assets

Financial assets are classified, at initial recognition, as subsequently measured at amortized
cost, fair value through other comprehensive income (OCI), and fair value through profit or
loss. The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the company’s business model for managing them.

In order for a financial asset to be classified and measured at amortized cost or fair value
through OCI, it needs to give rise to cash flows that are “solely payments of principal and
interest (SPPI)” on the principal amount outstanding. This assessment is referred to as the
SPPI test and is performed at an instrument level.

For purposes of subsequent measurement, financial assets are classified as follow:

- Financial assets at amortized cost

Financial assets at amortized cost are subsequently measured using the effective interest
method and are subject to impairment. Gains on losses are recognized in profit or loss when
the asset is derecognized, modified or impaired. Financial assets at amortized cost include

trade receivables, loans to other parties ....etc.

- Financial assets designated at fair value through OCI

Financial assets at fair value through OCI are initially measured at cost plus transaction cost.
subsequently they are measured at fair value and changes there in are recognized in
OCIL.Dividends are recognized as other income in the statement of profit or loss when the right
of payment has been established. Equity instruments designated at fair value through OCI are

not subject to impairment assessment.

- Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading,
financial assets designated upon initial recognition at fair value through profit or loss,
or financial assets mandatorily required to be measured at fair value. Financial assets are
classified as held for trading if they are acquired for the purpose of selling or repurchasing in
the near term. Financial assets at fair value through profit or loss are carried in the statement
of financial position at fair value with net changes in fair value recognized in the statement of
profit or loss.
Dividends on listed equity investments are also recognized as other income in the statement of
profit or loss when the right of payment has been established.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

Impairment of financial assets

Financial assets not classified as at fair value, are assessed at each reporting date to determine
whether there is an objective evidence of impairment such as indications that a debtor or issuer

will enter bankruptcy, the disappearance of an active market for a security because of financial
difficulties.

2- Financial liabilities

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value
through profit or loss, loans and borrowings, payables, as appropriate.
All financial liabilities are recognized initially at fair value and, in the case of loans and

borrowings and payables, net of directly attributable transaction costs.

The company’s financial liabilities include trade and other payables, loans and borrowings
including bank overdrafts.

The subsequent measurement of financial liabilities depends on their classification. Loans and
borrowings are subsequently measured at amortized cost using the effective interest rate
method . Gains or losses are recognized in profit or loss when the liabilities are derecognized
as well as through the effective interest rate amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest rate. The effective interest

rate amortization is included as finance costs in the statement of profit or loss.

K- Inventory

Inventories are valued at the lower of cost and net realizable value.
Costs incurred in bringing each product to its present location and condition are accounted for
purchase price and other cost incurred to bring it in use excluding borrowing cost

Net realizable value is the estimated selling price in the ordinary course of business. less
estimated costs of completion and the estimated costs necessary to make the sale.

L- Impairment of non-financial assets

The company assesses, at each reporting date, whether there is an indication that an asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is
required, the company estimates the asset’s recoverable amount. An asset’s recoverable
amount is the higher of an asset’s or cash generated units fair value less costs of disposal and
its value in use. The recoverable amount is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or

groups of assets.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

When the carrying amount of an asset or cash generated units exceeds its recoverable amount.
the asset is considered impaired and is written down to its recoverable amount.

* A previously recognized impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment loss
was recognized. The reversal is limited so that the carrying amount of the asset does not
exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in prior
years.

M- Cash and cash equivalent

Cash and cash equivalent in the statement of financial position comprise cash at banks and on
hand and cash equivalent with a maturity of three months or less, which are not subject to an
insignificant risk of changes in value.

N- Provisions

* Provisions are recognized when the company has a presented obligation (legal or constructive)
as a result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

* The amount recognized as a provision is the best estimate of the consideration required to
settle the present obligation at the end of the reporting period, taking into account the risks
and uncertainties surrounding the obligation.

* The expense relating to a provision is presented in the statement of profit or loss

= If the effect of the time value of money is material, provisions are discounted using a current
pre-tax rate that reflects, when appropriate, the risks specific to the liability.

O- Employee benefits

Employee benefits are expensed as the related services are provided. A liability is recognized for
the amount expected to be paid if the company has a present legal or constructive obligation to pay
this amount as a result of past services provided by the employee and the obligation can be
estimated.

4. Other information

4.1 Standards issued but not yet effective:
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

1- IFRS 16 (Leases)

IFRS 16 was issued in January 2016 and it replaces IAS 17 and IFRIC 40 IFRS 16 sets out the
principles for the recognition, measurement, presentation and disclosure of leases and requires
lessees to account for all leases under a single on- balance sheet model similar to the accounting
for finance leases under IAS 17 with two recognition exemptions of low — value assets and short

term leases.
At the commencement date of lease, a lessee will recognize a liability to make lease payments and

an asset representing the right to use the underlying asset during the lease term.

Lessees will be required to separately recognize the interest expense on the lease liability and the
depreciation expense on the right of use asset.

Lessor accounting under IFRS 16 is substantially unchanged from accounting under 1AS 17.
Lessor will continue to distinguish between operating and finance leases.

IFRS requires lessees and lessors to make more extensive disclosures, and it is effective from 1
January 2019.

2-IFRS 17(Insurance contracts)

IFRS 17 was issued in May 2017 and it replaces IFRS 4.

IFRS 17 applies to all types of insurance contracts regardless of the type of entities that issued
them, as well as to certain guarantees and financial instruments with discretionary participation
features.

The overall objective of IFRS 17 is to provide an accounting model for insurance contracts that is
more useful and consistent for insures.

IFRS 17 is effective from 1 January 2021.

3- 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 outside the scope of
IAS 12. An entity has to determine whether to consider each uncertain tax treatment separately or
together with one or more other uncertain tax treatments.
The interpretation is effective form 1 January 2019.
4- Amendments to IFRS 9 (Prepayment Features with Negative Compensations)
The amendments to IFRS 9 clarify that a financial asset passes the solely payments of principle
and interest on the principle amount outstanding criterion regardless of the event or circumstance
that causes the early termination of the contract and irrespective of which party pays or receives
reasonable compensation for the early termination of the contract.
The amendments should be applied retrospectively and are effective from 1 January 2019.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

5- Amendments to IAS 19(Plan Amendments Curtailment or Settlement)

The amendments to 1AS 19 address the accounting when a plan amendment or settlement
occursduringa reporting period. The amendments specify that an entity is required to determine
current service cost for the remainder of the period after plan amendment or settlement and to
determine net interest for the remainder of the period and the discount rate used.

The amendments are effective form 1 January 2019.

6- 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, from part of the net
investment in the associate or joint venture. This clarification is relevant because it implies that the
expected credit loss model in IFRS 9 applies to such long term interests.

The amendments should be applied retrospectively and are effective from 1 January 2019,

7- Annual improvements cycle 2015-2017.

These improvements include:

a- IFRS 3 (Business Combinations)

The amendments clarify that, an entity obtains control of a business that is a joint operation, it
applies the requirements for a business combination a achieved in stages. In doing so, the acquirer
remeasures its entire previously held interest in the joint operation those amendments are effective
from 1 January 2019.

b- IFRS 11 (Joint Arrangements)

The amendments clarify that the previously held interests in the joint operation are not
remeasured. An entity applies those amendments to transactions in which in obtain joint control
starting from 1 January 2019.

¢- IAS 12 (Income Tax)

The amendments clarify that the income tax consequences of dividends are linked more directly to
past transactions or events that generated distributable profits than to distributions to owners.
Therefore, an entity recognizes the income tax consequences of dividends in profit or loss, other
comprehensive income or equity according to where the entity originally recognized those past
transactions or events.

Those amendments are effective from 1 January 2019,
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

d- IAS 23 (Borrowing Costs)

The amendments clarify that an entity treats as part of general borrowings any borrowing

originally made to develop a qualifying asset when substantially all of the activities necessary to

prepare the asset for its intended use or sale are complete.

Those amendments are effective from 1 January 2019.

4.2- Events after the reporting period
Events after the reporting period are those events, favorable and unfavorable, that occur between
the end of the reporting period and the date when the financial statements are authorized for issue
and there are to kind of events after the reporting period:.

v" Those that provide evidence of conditions that existed at the end of the reporting period and

an entity shall adjust the amounts recognized in its financial statements

v" Those that are indicative of conditions that arose afier the reporting period, an entity shall not

adjust the amounts recognized in its financial statements.

There are no subsequent eventsthat may affect the financial statements.

4.3- Contingent Liabilities

Contingent liabilities are obligations that could result from a past event and will confirm their
presence only by the occurrence or non-occurrence of a future uncertain and not within the control
of the company and are not recognized in the records because it is not likely to flow release of

economic benefits for the payment of the obligation cannot be measured amount of the obligation

reliably.
F Law suites ’ 634,019
{ Bank guarantees(net) ‘ 154,765

4.4 Significant estimates and judgments:

The preparation of financial statements requires the use of accounting estimates which by
definition will seldom equal the actual resuli. Management also needs to exercise judgment in
applying the accounting policies.

Estimates and judgments are continually evaluated, they are based on historical experience and
other factors, including expectations of future events that may have a financial impact on the entity
and that are believed to be reasonable under the circumstances.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

4.5 Financial risk management

The company may expose to different kinds of financial risk, company's board and management
oversees these risks and has overall responsibility for the establishment and overs ght of the
company risk management framework. The company risk management policies are established to
identify and analyze the risks faced by the company, to set appropriate risk limits and controls and
to monitor risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the company activities.

The company, through its training and management standards and procedures, aims to maintain a
disciplined and constructive control environment in which all employees understand their roles

and obligations.

The company may expose to the following risks:
a- Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices; it comprises three types of risk:

= Interest rate risk:
Interest rate risk is the risk that the fair value or future cash flows of financial instruments will
fluctuate because of change in market interest rates. The company's exposure to the risk of
changes in market interest rate primary to the company's long term obligations with floating
interest rate.

* Foreign currency risk:
Foreign currency risk is the risk that the fair value or future cash flows will fluctuate because of
changes in foreign exchange rates. The company's exposure to the risk of changes in foreign
exchange rates relates primarily to operating activities when revenue or expense is denominated in
a foreign currency orforeign investments.

b- Credit risk
Credit risk is the risk that counterparty will not meet its obli gations under a financial instrument or
customer contract, leading to financial loss.
The company is exposed to credit risk from its operating activities (primarily trade receivables)
and from its other activities including deposits with banks.

The maximum limit of credit risk is presented by financial assets stated in financial position.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

c- Liquidity risk

Liquidity risk is the risk that the company may be unable to close out market position and to meet
its short term obligations when due. It may also result from the inability to sell a financial asset at
an amount close to its fair value. Financial liabilities at the end of the reporting period comprise

trade payables and other due presented in financial position.

5- Cash and cash equivalents

2018 2017

JOD JOD
Cash at hand 325,383 195,858
Ahli Bank- JOD = 1.857
ABC Bank 414 ¥
Jordan Islamic Bank - JOD E 35,000
Total 325,797 232,715
6-Cheques under collection

2018 2017

JOD JOD
Arab Bank 615,000 800,928
Total 615,000 800,928
7- Trade receivables (net)

2018 2017

JOD JOD
Trade receivables 1,007,710 913,362
Impairment provision (424,000) (274,000)
Total 583,710 699,362
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

8-Due from related parties

2018 2017

JOD JOD
Official Haditha Company (Al-Mallah) 752,836 109,572
Sheikh Al Zait Company / BM 74,755 89,755
Ahmed Mohamed Al-Taher (XGM) 82,454 87,660
Total 910,045 286,987
9-Inventory

2018 2017

JOD JOD
Raw materials and packaging 338,243 1,709,510
Finished good 39.267 425,794
Total 377,510 2,135,304
10- Other debit balances

2018 2017

JOD JOD
Prepaid expenses 2,547 121,946
Refundable deposits 4,045 4,045
LC deposits 3.053 14,790
Income tax deposit (CD) 12,394 12,394
Due from employees 22,580 33,305
Deposits for working injury 11,657 21,466
Others 678 678
Total 66,954 208,624
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

11- Financial assets through other comprehensive income

[ ]
2018 2017
JOD JOD
Financial assets through other comprehensive income / Listed 11-1 112,037 119,497
Financial assets through other comprehensive income / Unlisted | 11-2 730,060 730,060
| Total 842,097 849,557
11-1- Financial assets through other comprehensive income/ Listed
- 2017 2018 2018 2017
Shares Shares JOD JOD
Cairo Amman Bank 12,589 12,589 16,743 18.884
The Consultant &Investment Group 4,466 4,778 7.884 9,602
First Jordan Investment 5,000 5,000 1,650 2,000
Investment Bank 30,299 30,299 39:995 46,357
The Jordan Cement Factories 1,210 1,000 620 1,000
Jordanian Real Estate C fi
ordanian Real Estate Company for 16.208 16,208 6.645 8.104
Development
National Chlorine Industries 55,000 55,000 38,500 33,550
Total 112,037 119,497
11-2- Financial assets through other comprehensive income/ Unlisted
2017 2018 2018 2017
Shares Shares JOD JOD
Y t1 . . turi #*
International Company for the Iron Manufac uring 462,000 | 462.000 730.060 730.060
Total 730,060 730,060

*The company recognized its investment in ICIM at cost, and it couldn’t verify the fair value as it is

unlisted company.
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

13-Credit Banks

2018 2017

JOD JOD
Arab Bank-over draft 672,321 502,673
Arab Bank-private sector loan 600,085 800.000
Ahli Bank- JOD 14 -
Total 1,272,420 1,302,673
14-Due to related parties

2018 2017

JOD JOD
International Steel Industry Company
(L.L.C) 86,443 -
Total 86,443 -
15- Other credit balances

2018 2017

JOD JOD
Accrued expenses 167,786 33,347
Due toincome tax &social security 273,912 95,778
Due to sale tax 316,347 220,455
Others 150,000 150,000
Total 908,045 499,580
16-Loans

2018 2017

JOD JOD
ABC Bank - 152,364
Ahli Bank 152516581 1,331,809
Total 1,251,631 1,484,173
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

17- Net sales

2018 2017

JOD JOD
Export sales 26,130 11,216
Local sales 4 177212 5,194,911
Total 4,203,342 5,206,127
Sales return (5,703) (5:15G)
Trade discount (439,292) (359.944)
Total 3,758,347 4,841,027
18- Cost of sales

Note 2018 2017

JOD JOD
Raw materials 3,064,114 2,463,384
Operational expenses 18-1 1,332,846 1,439,603
Cost of production 4,396,960 3,902,987
Finished goods — opening balance 425,794 341,399
Cost of goods available for sale 4,822,754 4,244,386
Finished goods — ending balance (39,267) (425.794)
Total 4,783,487 3,818,592
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Jordan Chemical Industries Company
Notes to thefinancial statements

18-1- Operationalexpenses

2018 2017

JOD JOD
Wages and salaries 717.940 820,085
Social security 90,272 97,380
Water and electricity 138,473 153,153
Maintenance 13,580 19.956
il and fuel 7,947 19,381
Insurance 1,640 1,570
Stationery 1,067 1,007
Vehicles" expenses 4,133 6,892
Researches and analysis 237 790
Medical insurance 36,442 45,241
Miscellaneous 14,772 9,607
Gener‘al safety and damaged 1 &83 2776
materials ’
Governmental fees 4,053 4,433
Loading materials . 5,618
Hospitality 2,898 1311
Transportation 30,700 30,000
Depreciation 267,010 220,403
Total 1,332,846 1,439,603

19-Selling and distribution expenses

2018 2017

JOD JOD
Wages and salaries 33,770 54,680
Social security 4.807 4,747
Commissions 305 1.135
Selling expenses and tenders 12,115 14,831
Medical insurance 623 632
Vehicles, expenses 709 2,827
Advertising 3632 4,386
Total 75,961 83,238
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Jordan Chemical Industries Company(P.S)
Notes to thefinancial statements

20- Administrative and general expenses

2018 2017

JOD JOD
Wages and salaries 433,147 348,847
Social security 19,335 28.943
Mail and phone 6,868 6.839
Rents 10,000 10,000
Professional fees 14.885 18,627
Board's transportation 25,200 25,200
Water, electricity 5,477 5,964
Stationery 1,127 1,096
Maintenance 4,602 3.885
Fees and licenses 5.269 4,892
Vehicles' expenses 4,855 Lt L]
Receivables impairment 150,000 12,000
Penalties 24,568 10:919
Medical insurance 4,185 4,127
Incentives 2,000 5,000
Law suits' expenses 324 930
Hospitality 5,142 3,988
Total 716,984 493,974

21-Other revenues and expenses

2018 2017

JOD JOD
(Lo_ss) gains on financial assets 3.024 (33.000)
selling
Other revenues 13,961 12,616
Gain on sale of property and
equipment %] _
Total 21,296 (20,384)

22-Dividends
At per to Genaral Assembly ordinary meeting  at20/04/2018, it approved to distribute
(179,962) JOD of its retained earnings to shareholdersaccording to their shares.

23- Comparison figures
Comparison figures represent the financial statements for the previous year and certain figures
have been reclassified to be compatible with the fi gures of the current vear.
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