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Independent Auditors’ Report
02 19 851

To the Shareholder of

Middle East Complex for Eng. Electronics & Heavy Industries PLC

Public Shareholding Company

Amman- The Hashemite Kingdom of Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the Accompanying Consolidated financial statements of Middle East Complex
For Eng. Electronics & Heavy Industries PLC (Public Shareholding Company), which comprise
the Consolidated statement of financial position as at December 31, 2018, and the Consolidated
statements ot comprehensive income, Consolidated changes in owner’s equity and Consolidated
cash flows for the year then ended, and notes, comprising significant accounting policies and other
explanatory information.

[n our opinion, except the effect of what we have mentioned below notes (1-6) the accompanying
Consolidated financial statements present tairly, in all material respects, the Consolidated financial
position of the Company as at December 31, 2018 and its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards (IFRS)

Basis qualified opinion

I- The financial statement of the Subsidiaries company (Amman General Marketing — LLC)
have not been consolidated Witch owns 95.48% of its capital (50 Million JD/Share) For non-
issuance of Audited financial statements for the years 2013 to 2018, due to Given the
cumulative loss of capital investment The full value of the investment has been proved to be
zero in the Company's records

2- We have not been provided with the audited financial statements of the Company's wholly owned
subsidiary for 2018, Al Manzar International Trading & Investment LLC .The Company's financial
statements were approved by the Company's management

3- The company did not make a test to determine if there any impairment related to the balance of
financial assets at fair value through comprehensive income which include the Group's investment in
National Integrated Complex - Private Shareholding  Company amounting to JD 12,453,833
representing 24.8% of its capital. We have not been provided with the fair value of this investment and
accordingly we have not been able to determine the impact on the consolidated financial statements

1
Tel.: 5660709 - 5668649 Fax: 5622163 5668649 - 5660709 :4at5
P.O.Box 925111 e-mail: info@abbasi-cpa.com 925111 wye

Amman 11190 Jordan www.abbasi-cpa.com 03,41 11190 glee
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Note that the Company has taken a provision for impairment of these financial assets Amounted of JD
5.992.300 (Note 6).

4- Accounts receivable and indebtedness of subsidiaries, associates and related parties are very high ,
where its net value after provision was amounted at 49,994,633 JD , And due to the failure of these
companies The provision for impairment should be increased In an appropriate amount to show the
balances of these receivables with the recoverable amounts In accordance with International Financial
Reporting Standard (IFRS -9 ) (Note 7 & 8)

As well as not providing us with a conformation In amounts due from accounts receivable,
subsidiaries, associates and related parties as of December 31, 2018, Consequently, we were
not able to contirm the authenticity of these balances

5- We have not been provided with bank certificates and balances from the Group's banks as at 31
December 2018, so we were not able to confirm the authenticity of these balances.

6- We believe there is doubt in company's ability continuing business and meet its outstanding
obligations. It cannot be ascertained for the following reasons taking into consideration the effect of the
reservations contained in the paragraph on the basis of the reserved opinion:

- The company suffers from a shortage of liquidity; although that the management of the
company provides financial resources when needed to pay company's obligations.

- The Group ceased to exercise its normal activities.

- Accumulated losses of the Group amounted to JD 21,911,148 at that date which represents
55% of its Paid capital taking into consideration the effect of the reservations above.

Emphasis of matters

Without further reservation in our view above, we wish to note the following;:

- As stated in note (25) there is a lawsuit filed by the Industrial and Real Estate Investors
Company to claim the amount 9,065,260 JD The case is pending in front of the Court of

Appeal. According to the company's lawyer, the evidence has been submitted and is able to
respond.

- As stated in Note 22, the Company has Recognized, under the Board of Directors'
Dissections, the expenses of consultancy fees for the parties that have supervised and followed
up the settlement with banks, creditors and government entities and financing expenses arising
from the loan granted to the Privatization Holding Company - Jordan from Arab Jordan
[nvestment Bank Of the indebtedness of the Middle East Complex.

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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
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Company in accordance 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.

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

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. We expected that we will give the annual report after our report. 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 when its available 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 Manasement and Those C harged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with 1IFRS, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the Consolidated 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 consolidated 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 ISAs will always detect a material misstatement when it
exists.
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Misstatements can arise from fraud or error and are considered material if, 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 ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e 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
opmion. 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.

e 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. Qur
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.

e 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
tinancial 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 communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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¢ 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 Leeal and Reculatory Requirements

I~ The accumulated losses of the company "Middle East Complex for Engineering and
Electronic Industries and Heavy Public Share Company Limited" 75% of its paid-up
capital, but the decision of the Extraordinary General Assembly to restructure the capital

guarantees the correction of the company's conditions in accordance with the
requirements of the law.

2-The losses of the subsidiary (Al Manzar International Trading and Investment
Limited Liability Company) have exceeded its paid capital as of December 31, 2018,
therefore the company is required to comply with the requirements of the article (75B) of
the companies” law.

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

Al- Abbasi & Partners Co.

Nl

Ahmed M. Abbasi . \
License 710 ! ;

Amman in
3 February 2019




Middle East Complex For Eng.,Electronics & Heavy Industries PLC
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Statement of Consolidated Financial Position as of December 31, 2018

Assets

Non-current assets

Properties , plant & equipment - Net
Financial assets at fair value through
comprehensive income

Total Non-current assets

Current Assets

Associate receivable - Net
Due from related parties
Inventory - Net

Other debit balances

Cash and Cash equivalent
Total Current Assets
Total Assets

Owner's Equity

Authorized Capital

Paid up Capital

Stock premium

Statutory reserve

Voluntary reserve

Accumulated ( Loss ) at the end of the year
Net Owners' equity

Current Liabilities

Credit banks

Accounts payable

Due to related Parties - Privatization Company
Posted Dated cheque

Loan due

Loan - Short Term

sales tax withholding

Other credit balances

Total current liabilities

Total Owner's Equity and liabilities

Note

12
13
13
13
14

15

16
17
18
19
20

2018 2017
D D

2,998 906,235
6,461,533 6,461,533
6,464,531 7,367,768
17,799,853 17,657,902
32,194,780 30,815,084
- 28,200

755,583 895,174
694 532
50,750,910 49,396,892
57,215,441 56,764,660
70,000,000 70,000,000
39,972,503 25,000,000
- 18,201,872

- 6,967,993

- 6,451,913
(21,911,148)  (52,312,774)
18,061,355 4,309,004
558,806 1,689,248
7,241,822 6,026,871
6,242,891 14,972,503
2,966,590 3,651,517
4,822,392 4,822,392
7,336,823 7,586,823
7,159,518 9,298,155
2,825,244 4,408,147
39,154,086 52,455,656
57,215,441 56,764,660

Accompanying notes form integral part of this statement
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Middle East Complex For Eng.,

Electronics & Heavy Industries PLC

Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Statement of Consolidated comprehensive Income For The Year Ended December 31, 2018

Rent Revenues

Profit on sale of property and equipment
Discount

Total

General & administrative expenses

Impairment of financial assets through the
statement of comprehensive income

Financing Expenses

Slow Moving inventory

(Loss) of the year

Total comprehensive income

:And back to

Shareholders of the Company
Total

Basic and diluted earninig per share

Note 2018 2017
JD 1D
88,650 19,000
5 512,497 -
205,375 -
806,522 19,000
21 (425,089) (282,681)
- (2,000,000)
22 (710,166) -
(28,200) 19,000
(356,933) (2,263,681)
(356,933) (2,263,681)
23 (356,933) (2,263,681)
(356,933) (2,263,681)
Fils/Dinar Fils/Dinar
(0.009) (0.091)

Accompanying notes form integral part of this statement
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Middle East Complex For Eng.,Electronics & Heavy Industries PL.C
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Statement of Consolidated Cash Flows For The Year Ended December 31,2018

2018 2017
JD JD

Cash Flows From Operating Activities
( Loss) for the Year (356,933) (2,263,681)
Depreciation & Amortizations 1,473 -
prior years expenses (2,606,625) 21,767,280
Save from Settlement with banks - (21,768,265)
Impairment of financial assets throu h the -
staﬁement of comprehensive incomeg 2,000,000
Slow Moving inventory 28,200 -
Profit on sale of property (512,497) -
Net operating profit before changes in (3,446,382) (264,666)
Account receivable - Net (141,951) (98,126)
Due from related parties 362,214 (300,203)
Other debit balances 139,591 72,483
Accounts payable 1,214,951 (1,535,421)
Due to related parties 6,242,891 3,299,813
Posted Dated cheque (684,927) (259,049)
Other credit balances (3,722,803) (3,124,665)
Net Cash from Operating Activities (36,416) (2,209,834)
Cash flows from investing activities
collections from sale of property and equipment 1,420,000 -
purchase of property, plant and equipment (2,980) -
Net cash flows from investing activities 1,417,020 -
Cash Flows From Financing Activities
Credit banks (1,130,442) -
Repayment of loans (250,000) (2,635,758)
Net Cash (used in )Financing A ctivities (1,380,442) (2,635,758)
Net ( decrease ) increas in Cash and cash equivalent 162 (4,845,592)
Cash on hand and at banks at beginning of year 532 4,846,124
Cash on hand and at banks at the end of the year 694 532

Accompanying notes form integral part of this statement
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Middle East Complex For Eng.,Electronics & Heavy Industries PLC
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

1-

Incorporation

Middle East Complex for Engineering, Electronic and Heavy Industries - Public Shareholding
Limited was established as a Public Shareholding Company and registered in the Register of
Public Shareholding Companies at the Ministry of Industry and Trade under No. 255 dated 12
September 1994 Its authorized, subscribed and paid-up capital is 150 million JD divided into 150
million shares with a nominal value of JD per share The company's main location is located in
Amman, Jordan, in the Wadi Sir area

The company's goals include retailing of tools, electric motors, patent agencies, registration of
fees and trademarks.

The accompanying financial statements have been approved by the Board of Directors at its
meeting held on February 3, 2019 and are subject to the approval of the General Assembly of
Shareholders

General
The accompanying financial statements have been prepared in accordance with International
Financial Reporting Standards issued by the International Accounting Standards Board (IASB)
and interpretations issued by the International F inancial Reporting Standards Board (IFRIC)

The financial statements have been prepared accordingly Of the historical cost convention,
except for financial assets and liabilities that are stated at fair value

The Jordanian Dinar is the currency of the presentation of the financial statements, which
represents the Company's principal currency

Consolidation

Subsidiaries are all entities over which the Company has the power to govern the financial and
operating policies generally accompanying a sharcholding of more than one half of the voting
rights. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Company controls another entity.

The results of operations of subsidiaries are consolidated in the consolidated statement of
comprehensive income as of the date of their acquisition, the date on which the control of the
subsidiary is effectively transferred.

The consolidated financial statements for the year 2018 include the financial statements of the
parent company and its subsidiary: Al Manar International Trading and Investment Limited
Liability Company The financial statements of the subsidiary "Oman General Industrial and
Marketing Limited Liability Company", for which the financial statements have not been issued
do not include the preparation of these consolidated financial statements.

&

As of December 31, 2018, the Company has the following subsidiaries :
10
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Middle East Complex For Eng.,Electronics & Heavy Industries PLC
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

3.

% % *

Use of estimates

The preparation of the financial statements requires management to make estimates and
assumptions that affect the reported amount of financial assets and liabilities and disclosure of
contingent liabilities . These estimates and assumptions also affect the revenues and expenses
and the resultant provisions and particular , considerable judgement by management is required
in the estimation of the amount and timing of future cash flows . Such estimates are necessarily
based on assumptions about several factors involving varying degrees of judgment and
uncertainty and actual results may differ, resulting in future change in such provisions .

- Management reviews periodically the tangible and intangible assets in order to assess the
amortization and depreciation for the year based on the useful life and future economic benefits
- Any impairment is taken to the statement of comprehensive income.

Significant accounting policies

The accounting polices used in the preparation of the Cosolidation financial statements are
consistent with those used in the preparation of the annual Consolidated financial statements
except for the followings:

Change in accounting policies

During the current period, the Group adopted the below new and amended International
Financial Reporting Standards (“IFRS”) and improvements to IFRS that are effective for
periods beginning on 1 January 2018:

IFRS 15 “Revenue from Contracts with Customers”
IFRS 9 “Financial Instruments”
Amendments to IFRS 2 “Classification and Measurement of Share-based Payment

Amendments to IFRS 4 “Applying IFRS 9 Financial Instruments with IFRS 4 Insurance
Contracts™,

Amendments to IAS 40 “Transfers of Investment Property”
Annual improvements to IFRS 2014-2016 Cycle “Amendments to IFRS 1 and IAS 28”.
IFRIC 22 Foreign Currency Transactions and Advances consideration.

The adoption of the above new and amended TFRS and improvements to IFRS had no
significant impact on the condensed consolidated interim financial statements,

12



Middle East Complex For Eng. Electronics & Heavy Industries PL.C
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

IFRS 9 "Financial Instruments"

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recongnition and
Measurement for annual periods beginning on or after 1 January 2018, bringing together all three
aspects of the accounting for financial instruments : classification and measurement; impairment;
and hedge accounting.

The Group had previously implemented the first phase of IFRS 9 as issued during 2009. The date
of initial implementation of the first phase of IFRS 9 was 1 January 2011. The standard has been
applied retrospectively and , in line with IFRS 9, comparative amounts have not been restated

The impact of the adoption of IFRS 9 as at Ist J anauary 2018 has been recognised in retained
earnings. The standard eliminated the use of the IAS 39 incurred loss impairment model
approach, uses the revised hedge accounting framework, and the revised guidance on the
classification and measurement requirements.

New and amended standards and an interpretation to a standard not vet effective, but
available for early adoption

The below new and amended International Financial Reporting Standards ("IFRS" or "standards")
and an interpretation to a standard that are available for early adoption for financial years
beginning after 1 January 2018 are not effective until a later period, and they have not been
applied in preparing these consolidated financia] statements.

Effective for year beginning 1 January 2019
- IFRS 16 "Leases"

- Interpretation made by the International Financial Reporting Interpretation Council (IFRIC) 23
"Uncertainty over Tax Treatments"

- Amendments to IFRS 9 "Financial Instruments" on prepayment features with negative

- Amendments to IAS 28 "Investments in Associates and Joint Ventures” on long-term interests in
associates and joint ventures.

- Amendments to IAS 19 "Employee Benefits" on plan amendment curtailment or settlement.

- Amendments to varicus standards based on the Annual Improvements to IFRSs 2015-2017

Effective for vear beginning 1 January 2020
Amendments to references to conceptual framework in IFRS standards

Effective for vear beginning 1 January 2021
IFRS 17 "Insurance Contracts

13



Middle East Complex For Eng.,Electronics & Heavy Industries PL.C
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

Effective date deferred indefinitely / available for optional

Amendments to IFRS 10 "Consolidated F inancial Statements" and IAS 28 "Investments in
Associates and Joint Ventures” on sale or contribution of assets between an investor and its
The management did not expecting any impact of implementation the new and adjusted
standards on the financial statements

The following is a summary of the significant accounting policies used:

Property, plant and equipment

Property & equipments are recorded at cost and depreciated (except lands) over its estimated
useful lives under the straight line method by using Following annual depreciation rates 2% -
20%

An assets carrying amounts is written down immediately to its recoverable amount if the asset's

carrying amount is greater than its estimated recoverable amount , the impairement record in
statement of comprehensive income .

The expected production life for assets is reviewed at end of the year , whenever ther are
changes between the expected life and the estimated , the depreciation method is changed to
depreciate on net book value based on the remaining production life after re-estimation from the
year re-estimated on .

Impairment of non-financial assets

The carrying amount of the assets of the Company is reviewed at the end of each financial year
to determine whether there is an indication of impairment and, if there is an indication of
impairment, the recoverable amount of the asset is estimated.,

If the carrying amount of the asset exceeds the recoverable amount of the asset, the Impairment
loss on that asset is recognized.

The recoverable amount represents the fair value of the asset less costs to sell or value of use of
the asset, whichever is greater.

All impairment losses are recognized in the statement of comprehensive income.

Fair value

Closing prices in active markets represent the fair value of financial assets In the absence of
quoted prices or lack of active trading on certain financial assets, their fair value is estimated by
comparing them to the fair value of a similar instrument or by calculating the present fair value
of future cash flows If the fair value of the financial asset can not be measured reliably, it is
stated at cost less any impairment in value

14



Middle East Complex For Eng.Electronics & Heavy Industries PL.C
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated F inancial Statements

[

Financial assets

Financial assets are reco gnized at their acquisition and establishment at their value plus all
transaction costs associated with them except for financial assets at fair value through statement
of income (for trading purposes). The Company classifies its financial assets as follows:

Financial assets at fair value through statement of income

Are assets acquired mainly for the purpose of selling or repurchasing them soon and for short-
term profits.

Are recognized at fair value at the time of purchase and are not charged to the acquisition costs
such as commissions paid and recognized immediately as an expense and are re-measured at the
consolidated financial statements at fair value. Changes in fair value are recognized in the
statement of comprehensive income in the same period of time,Or interest earned in the
statement of comprehensive income

Other financial assets

Other financial assets such as receivables, notes receivable, other receivables, banks, loans and
other credit balances are stated at amortized cost using the effective interest method after the
impairment loss is reduced.

Offsetting

Offsetting of fianacial assets and financial liabilities is occurred and the net amount reported in
the financial statements when the rights and legaly enforceable right to offset the recognized
amounts and the bank intends to either settle them on a net basis , or to realize the assets and
settle the liability simultaneously

Impairment of financial assets

The carrying amount of the assets of the Company is reviewed at the end of each financial year
to determine whether there is an indication of impairment and, if there is an indication of
impairment, the recoverable amount of the asset is estimated.

If the carrying amount of the asset exceeds the recoverable amount of the asset, the impairment
loss on that asset is recognized.

The recoverable amount represents the fair valye of the asset less costs to sell or value of use of
the asset, whichever is greater.

All impairment losses are recognized in the statement of comprehensive income.

15



Middle East Complex For Eng.,Electronics & Heavy Industries PL.C
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated F inancial Statements

Inventory

Finished and under-manufactured goods are priced at the lower-of-cost-or-Market . The cost
includes the cost of direct manufacturing and partial indirect manufacturing costs

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

Accounts Receivables

Accounts receivable are stated at their net realizable value net of a provision for doubtful
accounts , bad debts were written off when identified and deducted from its stated provision
and the collected amounts from debts are identified to revenues .

Accounts pavable

The accounts Payable and accrued amounts are recognized upon receipt of the goods by the
company, whether billed by the supplier or not.

Trade payables are recognized at fair value and are subsequently measured using amortized cost
using the effective interest method.

Loans

Loans are recognized at their fair value at the date of acquisition, less costs related to the
operation and subsequently measured at amortized cost.

Income tax

Income tax expense includes current taxes and deferred taxes. Income tax expense is
recognized in the statement of comprehensive income and the tax relating to items recognized
directly under other comprehensive income is recognized in the consolidated statement of
comprehensive income.

The current tax represents the expected tax payable on the taxable profit for the year using the
tax rate prevailing at the date of the consolidated financial statements in addition to any
adjustments in the tax payable in respect of previous years.

16



Middle East Complex For Eng.,Electronics & Heavy Industries PLC
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Group will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation

Foreign currency conversions

Foreign currency transactions are translated into J ordanian Dinars at the exchange rates
prevailing at the date of transaction . Assets and liabilities expressed in foreign currencies are
translated into Jordanian Dinars at the exchange rates prevailing as at the balance sheet date .
Exchange differences arising from these translations are included in the statement of income .

Revenue recognition

Sales revenue is recognized on the basis of the fair value of the consideration received or
receivable. Revenue is reduced by provisions for returns and any other similar provisions.

Revenue from the sale of inventories is recognized when all of the following conditions have

- When the Company transfers substantially the benefits and risks associated with ownership of
the inventory to the buyer.

- When the company no longer retains the ownership of the goods as an ongoing administrative

intervention, and when the company is not in a position to exercise effective control over such
inventory.

- When the economic benefits associated with the sale are likely to flow.

- When the costs incurred or to be incurred in the sale can be calculated reliably.

- Revenue and expense are recognized on an accrual basis.

17
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Middle East Complex For Eng.,Electronics & Heavy Industries PLC
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

6- Investments in financial assets at fair value through Comprehensive income statement

This item consists of the following:

2018 2017
JD ID
Shares in the National Integrated Complex Company 12,453,833 12,453,833
Impairment of financial assets (5,992,300) (5,992,300)
Total 6,461,533 6,461,533

The parent company "Middle East Complex" owns 6,653,833 shares in the "National Integrated
Complex - Private Shareholding Company" which accounts for 13.25%

The subsidiary, Al Manzar International LLC, has 5,800,000 shares in the National Integrated Complex
Private Shareholding Company, the ownership ratio has fluctuated to 11.5 %

7- Account receivable And Note Receivable - Net

This item consists of : 2018 2017

JD D
Account receivable 28,152,916 28,262,706
Less : Provision for doubtful debts (10,353,063) (10,604,804)
Total 17,799,853 17,657,902

The movement on provision for impairment of receivables is as follows:

2018 2017
D JD
Balance as of Jan 1 10,604,804 11,342,810
Transfer to provision for related party receivables (251,741) (738,006)
Balance as of Dec 31 10,353,063 10,604,804
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Middle East Complex For Eng. Electronics & Heavy Industries PLC
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

8- Due from related parties

The balances of the related parties are as follows 2018 2017
JD JD

Ammal.l General Company for Industry and Subsidiary 132,793,281 129,388,280
Marketing

Darwish Al Khalili & Sons Co Sister company 8,340,724 8,340,724
National Integrated Complex Company Sister company 1,303,238 1,303,238
South Electronics Co Sister company - 4,195,089
Rum Alaa Eddin Engineering Industries Co Sister company 5,914,380 5.914,380
HAIR MIDDLE EAST EQUIPMENT Sister company 12,561,679 12,561,679
National Star Company for Electronic Industries* Sister company 6,527,052 6,527,052
Al Diyar Electronics & Electronics Trading Co. * Sister company 190,790 190,790
International Electronics Company* Sister company 4,994,918 4,994,918
International Electronics Company* Sister company 3,555 3,550
Middle East Financial Investments Co.* Sister company 5,564,918 5,564,918
Al Deera Company * Sister company 525,828 525,828
Future Company for Industry and Electronics * Sister company 691,629 691,629
International Investment & Trading Co.* Sister company 14,200,000 14,200,000
Total 193,611,992 194,402,075
Provision for impairment in accounts receivable (161,417,212) (163,586,992)
Net 32,194,780 30,815,083

The above companies are owned by the subsidiary Amman General Company for Industry and Marketing

The movement in provision for doubtful debts is as follows

2018 2017
JD JD

Balance at the beginning of the year 163,586,992 141,084,240
Additions appeared in the retained carnings ( Save from Settlement
with banks ) - 17,917,842
Additions appeared in the retained earnings ( Save from sales tax ) - 3,850,424
Additions from loan settlement - 5,974
Transfer from Provision of Impairment for Related Parties 251,741 738,006
Reclassification with receivables (8,027) (9,494)
Reduction of provision - Settlement of related party receivables (670,088) -
Traqsferred from }')rovisionlfor impairment of related party (1,743.406) )
receivables to retained earnings
Balance at the End of the year 161,417,212 163.586,992
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9.

10-

11-

12-

Inventory
This item consists of the following:

Warehouse containers
Provision for Slow Moving inventory
Total

Other debit balances
This item consists of the following:

Certified checks not yet delivered - Settlement of
bank indebtedness

Insurance checks at the bank
Interest income tax secretariats
Other debit balances
Employees receivables
Payments to work

Total

Cash on hand and at banks
This item consists of the following:

Petty cash
Cash at the banks - JD
Total

Capital

2018 2017
D D
28,200 28,200
(28,200)
- 28,200
2018 2017
D D
- 170,009
102,522 102,522
205,642 205,642
413,468 413,468
31,035 ;
2,916 3,533
755,583 721,632
2018 2017
D D
397 282
297 250
694 532

The General Assembly of the Company decided at its Extraordinary Meeting held on June 27, 2018 to

approve the capitalization of the Credit balance of the Privatization Holding Company / Jordan

amounting to JD 14,972,503 at the price of one JD / share. The paid up share capital reached JD

39,972,503

The legal procedures were completed by the Ministry of Industry and Commerce / Corporate Control

Department, at September 27, 2018
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13-

“ 15-

Issuance premium / Reserves

The General Assembly of the Company, at its extraordinary meeting held on June 27, 2018, decided the

following:

Amortization the balance of the premium of 18,201,872 JD from accumulated losses

Amortization the full Statutory reserve balance of 6,967,993 JD from accumulated losses

Amortization the full balance of the Voluntary reserve amounting to 6,451,913 JD of accumulated losses

The legal procedures were completed by the Ministry of Industry and Trade / Corporate Control

Department on 5 August 2018

(Accumulated Loss) at the end of the vear

This item consists of the following: 2018 2017

ID JD
Balance at the beginning of the year (52,312,774) (50,050,078)
Perior years ajustments - AL-Monzar Co 10,706 -
Transfer from the impairment provision for related parties 1,743,406 -
Consulting expenses -prior years (1,747,171) -
Financing Expenses - prior years (870,160) -
Perior years Revenue (Save from bank reconciliations) - 17,917,841
Perior years Revenue (Savings from sales tax secretariats) - 3,850,424
prior years expenses ( Doubtful debts ) - (21,767,280)
(loss ) for the year (356,933) (2,263,681)
Amortization of the issue premium in accumulated 18.201,872 )
losses (note 13)
Amortization the compulsory reserve in accumulated
losses (note 13) i 6,967,993 i
Amortization voluntary reserves in accumulated
losses (note 13) v 6,451,913 -
Balance at end of year (21,911,148) (52,312,774)
Credit banks
This item consists of the following: 2018 2017

D ID
Credit banks 558,806 1,689,248
Total 558,806 1,689,248
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16-

17-

Checks pavable

This item consists of the following: 2018 2017

D JD
Checks payable 2,508,168 3,651,517
Total 2,508,168 3,651,517
Outstanding Bonds
This item consists of the following: 2018 2017

JD D
Arab Bank 2,936,969 2,936,969
Bank of Jordan 588,276 588,276
Al Arabi Investment Group 576,510 576,510
Arab Jordanian Insurance Group 102,948 102,948
Darwish Al Khalili & Sons Company 29,413 29,413
Benefits of a loan 588,276 588,276
Total 4,822,392 4,822,392

On February 24, 2010, the Company issued non-convertible bonds with a total par value of US §
14,130,000 for a period of three years with a grace period of six months from the date of issue at a price

of 100% of face value.

The par value of the loan is repayable quarterly after six months from the date of issue (grace period),

each of which is due on the 24th of every last quarter of each year of the bonds.

The bonds bear a variable rate of interest equal to the three-month Libor rate on the US dollar plus a
margin of 300 basis points, provided that the interest rate applied at any time shall not be less than 7% ¢

per annum.

The interest is Due in four annual installments and quarterly, each of which is due on the 24th of the last
month of each quarter of each year of the bonds from the date of issuance for the duration of the bonds.
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18-

19-

Bank loans due

This item consists of the following: 2018 2017

JD JD
Egyptian Arab Land Bank 5,963,613 5,963,613
BLOM Bank 1,373,211 1,373,211
Arab Bank - 250,000
Total 7,336,823 7,586,823

All loans are granted to the Company and its subsidiaries under the personal guarantee of some of the
Board members of the company Mr. Osama Darwish Al Khalili, Mr. Darwish Mustafa Al Khalili and
Mr. Ayman Mohamed Ali Al Khalili, and to convert some of the Company's insurance policies,
mortgage, equipment and buildings and securities and to reserve some of the Company's deposits as cash
Against those facilities

Annual interest rates on loans range from 6% to 10.5% and are granted by local banks to finance
working capital and finance the purchase of assets of the Company and subsidiaries.

sales tax withholding_

This item consists of the following: 2018 2017

ID JD
Balance at the beginning of the year 9,298,155 12,470,957
Transferred to retained earnings - (3,850,424)
Income tax provision - 699,453
Other (19,117) (21,831)
Sales tax Deposits - Banks interests (252,842) -
Payment during the year (payment of the first installment) (1,866,678) -
Balance at end of year 7,159,518 9,298,155
sales tax

The Income and Sales Tax Department visited the company and audited its accounts,For sales tax
purposes up to January 31, 2012 Based on the review conducted by the Department, the amount of JD
7,041,642 was recognized as a sales tax and the Company is required to pay it In addition to JD
5,429,315 Fines owed on that amount

The Council of Ministers decided in its meeting held on 26 October 2017 to approve the extension of the
work of its resolution No. (4427) issued on 28 May 2014 and for one year from the date of 27 November
2017 Which includes the following

24



Middle East Complex For Eng.,Electronics & Heavy Industries PLC
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Consolidated Financial Statements

1- exempting the company from all the fines due on the balances due to it for the Income and Sales Tax
Department, which will be as of 1/1/2019 a total of 16782345 JD For the Rule of Article 3 / B of the
law of exemption from public funds No. (28) for the year 2006

2- Installment of income and sales tax balances amounting to JD 9,333,388 in five annual installments

commencing on 1/1/2019 under bank checks

3- Exemption of the company from the benefits of installment

4- The company is required to provide a legal guarantee in the amount of the discount for the Income and
Sales Tax Department Provided that the workers who have been dismissed are reinstated within two

years from the date of the decision

Checks were submitted to the Income and Sales Tax Department from a member of the Board of

Directors of Insurance Checks and will be replaced upon maturity by checks certified by the

Privatization Holding Company / Jordan by 4 checks for the value of each check 1,866,677 Dinars worth
the first check on 31/12/2019 and the last 31/12/2022

20- Other credit balances
This item consists of the following:

Shareholders Deposites

Accrued expenses

Income Tax Deposits

The Scientific Research Fund
University tuition fees

Provision for Operating Fund
Provision for Customs Court cases
Revenue received in advance
Provision for laibilites and and other
Legal Cases

Employees payable

Accounts payable - Board members
others

Total

2018 2017
D D

623,135 623,135
109 26,430
- 133,986
105,133 105,133
64,958 64,958
122,759 122,759
2,231 2,231
- 88,650
217,486 -
1,189,590 2,204,092
- 402,892
117,634 ;
382,208 633,880
2,825,244 4,408,147
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Tax Position
income tax Position

- The company was terminated with the Income Tax Department until 2012

- The annual estimate of 2013 ,2014,2016,2017 was presented within the legal period of the Income and has
not yet been reviewed and 2015 was not presented

- According to the company's tax advisor, there is no need to monitor any provisions to meet the income tax
liability for business results for 2018.

21- Administrative and general expenses

This item consists of the following: 2018 2017
ID JD

Salaries and wages 45,950 39,805
Transportation of members of the Board of Directors 42,900 40,800
Fees of the Commission to disengage - 24,000
Expenses of the General Authority 11,022 3,240
Expenses of the shareholders department 6,450 2,350
Computer expenses 12,100 7,800
Rent 4,260 5,343
Governmental fees and registerations 57,638 10,000
Professional fees 171,894 15,000
Depreciation 1,473 -
Legal expenses 38,021 117,431
capitalization Committee expenses 4,550 -
Assest movement expenses 7,414 -
Intrest and banks comisions - 9,544
Other 21,417 7,368
Total 425,089 282,681
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22-

23-

prior vears expenses

Consulting expenses for previous vears

The Board of Directors' resolution held on 17 December 2018 approved the Recognize of a consultation
allowance for settlements with banks, creditors and government entities during the previous years
amounting to JD 1,743,406, which was paid by the Privatization Holding Company - Jordan to the
entities that followed up reaching settlements with banks and creditors. And government agencies.

Financing Expenses for Previous vears

The Board of Directors' resolution held on 18 December 2018 approved the registration of the amount
claimed by the Holding Company / Jordan amounting to 1,833,179 JD including the sales tax for 2017
and 2018 which resulted from the loan granted to the Privatization Holding Company - Jordan from

Arab Jordan Investment Bank Part of the debt settlement of the Middle East Complex

(loss) Per Share
This item consists of the following:

(Loss ) for the year
Weighted average number of shares
Basic and diluted, earnings per share

2018 2017
D D
(356,933) (2,263,681)
39,972,503 25,000,000
(0.009) (0.091)
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24- Financial risks

The Company is exposed to the following risks as a result of the financial instruments it uses:
Market risk

Currency Conversion Risk

Most of the Company's transactions in Jordanian Dinars and most foreign transactions are denominated
in US Dollars and its exchange rate is fixed against the Jordanian Dinar, which makes the impact of
currency risk not material to the consolidated financial statements.

Interest rate risk

The Company may be exposed to interest rate risk on its interest bearing assets and liabilities such as:
Creditors and loans, especially those bearing variable interest rates.

Credit risk

These risks arise from dealing in cash and cash equivalents and bank deposits with financial institutions
and receivables, which may result from the default or inability of debtors and other parties to meet their
obligations to the Company.

As for transactions with financial institutions, the company deals with full financial institutions.

As for transactions with customers, the company is committed to maintaining customer credit limits and
ongoing receivables are monitored The Company's management believes that it is exposed to credit risk
arising from the accumulation of certain debts that the management knows that the accumulation is due

to circumstances beyond the control of the dealers and not to bad credit.

As for the related parties, the management monitors these receivables and will be settled

Liquidity risk

The management of the company plans the cash flows of the company. These flows are monitored by the
management and financial management on an ongoing basis to ensure that sufficient and sufficient

liquidity is available to conduct the operational activities and to ensure at the same time not to violate or
exceed the limits or conditions of any bank facilities.

However, the company suffered from a decrease in its cash flows due to the prevailing economic
conditions and the low sales of 2014. The company has arranged for its debts due to the creditor banks
and the loan holders and hopes that the plan to promote the company (note 24) will show the fruits of its
efforts in the near term .Results for the coming years.
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The table below shows the distribution of financial liabilities (not discounted) based on the
remaining contractual maturity and current market interest rates

Credit banks

Accounts payable

Due to related Parties/ privatization holding
company-jordan

Posted Dated cheque

Loan due

Loan - Short Term

sales tax withholding

Other credit balances

Total current liabilities

Credit banks

Accounts payable

Due to related Parties/ privatization holding
company-jordan

Posted Dated cheque

Loan due

Loan - Short Term

sales tax withholding

Other credit balances

Total current liabilities
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December 31,2018

less than one

Year Total
JD JD
558,806 558,806
7,241,822 7,241,822
6,242,891 6,242,891
2,966,590 2,966,590
4,822,392 4,822,392
7,336,823 7,336,823
7,159,518 7,159,518
2,825,244 2,825,244
39,154,086 39,154,086
December 31,2017
less than one Total
Year
JD JD
1,689,248 1,689,248
6,026,871 6,026,871
14,972,503 14,972,503
3,651,517 3,651,517
4,822,392 4,822,392
7,586,822 7,586,822
9,298,155 9,298,155
4,408,147 4,408,147
52,455,655 52,455,655
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25-

*

Legal Cases

Issues raised by the company to other

There is a case of criminal suit No. 3811/2013 set up by the company on "United Arab Investors -
Public Joint Stock Company”, Abdul Rahman Talal Abdul Rahman Daghmush and Haytham
Khalid Abdul Karim Al Dahla for the claim 11,307,320 dinars in return for check check and the
case 1s still pending before the Court

On 10 March 2016, the Amman Court of Cassation issued its decision to convict the defendants

There is a preliminary issue of rights No. 765/2016, which was issued by the company to
the members of the National Complex for Integrated Industries, which is located at the
Court of First Instance Rights of Southern Amman to demand a wage allowance of
1,233,000 dinars, in addition to demanding the value of fees and expenses and fees.A court
of first instance ordered a refund of the equivalent of one million dinars for the passage of
time. The appeal court appealed the appeal And support the ruling of the First Court of
First Instance, the company has distinguished the decision, and the case is still in front of
the Court of Cassation

There is a lawsuit against Osama Darwish al-Khalili, the subject of which is the re-price of
the waiver bonds and the sale of the compensation shares. The case was referred to the
case management under No. 83/201

Issues arising from the subsidiary to others

There is a case of a criminal suit No. 2013/3808 Constructed from the subsidiary company - Al-
Manasar Company on Al-Mutnasakah Investment Company and Haytham Khalid Abdul-Karim
Al-Dahleh to claim 1,825,000 dinars instead of a check and the case is still pending before the
court.

On 19 November 2015, the Amman Court of Cassation issued its decision to convict the defenders

Issues raised by others on the company

Law No. 565/2015 at the Court of First Instance Rights of South Amman, in the presence of
Messrs. Middle East Complex for Engineering, Electronic and Heavy Industries and other
Plaintiffs, Hair Middle East, for devices that are subject to revocation of mortgage and execution
procedures, recovery of property and prevention of opposition in its utility, The pledge of the
mortgage and the entitlement and / or redemption of the equipment and the claim for a
malfunction and damage allowance estimated at the higher limit for the purposes of the fees.

The court of first instance issued a ruling to dismiss the case and the appellant appealed the
decision. The case is still pending before the Amman Court of Appeal

The appeal court appealed the appeal And support the ruling of the First Court of First Instance,
the company has distinguished the decision, and the case is still in front of the Court of Cassation
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* Primitive Lawsuit No. 448/2018, which was set up by the National Integrated Complex

26-

27-

Company, in the presence of the Middle East Complex for Engineering, Electronic and Heavy
Industries and others. And the issue of preventing the claim value (1,414,180 dinars in addition to
the claim for compensation and damage of 300,000 dinars, and the case is still in front of the
Court of the beginning rights of West Amman.

There are cases filed by the General Prosecutor of Oman Customs and the general right to claim
the double of the sales tax of 1,039,070 dinars cases are still subject to appeal and discrimination.

There is a lawsuit no. 52455/2017 filed by the Egyptian Arab Land Bank for a claim of JD
6,843,250 and the case is pending at the Amman Court of Appeal

* There is a claim No. 2018/341 filed by the Industrial and Real Estate Investors Company for a
claim of 9,065,260 dinars in front of the Court of First Instance of West Amman and a decision
was issued by the esteemed court to impose the precautionary detention on the debtor until the
dismissal of the case and the Middle East Complex Company appealed the decision and took
number 37151 /2018 in the Court of Appeal and the case is still pending before the courts.
According to the lawyer, the evidence has been submitted and is able to respond.

Subsequent events

There are no subsequent events on the date of the financial statements or after the preparation of
the financial statements.

Comparative ficures

Certain comparative year figures have been reclassified to conform to current year figures.
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