ics & Heavy

Electron
Industries plc

$={
£
!
Q
o
o
=
=)
@
i
/)]
<
]
<P)
o—
o
")
=

ineering,

Eng

Annual Report 2008

18 March, 2009




Index

Contents Page #
Chairmands Message 3
Information and data required disclosure under the instructions 4
issued by the Board of Commissioners of the Securities

Il ndependentsd Auditor Repo 27
Consolidated Balance Sheet as of December 31, 2008 28
Consolidated Statement of Income for the Year Ended 29
December 31, 2008

Consolidated Statement of Changes in Equity for the Year 30
Ended December 31, 2008

Consolidated Statement of Cash Flows for the Year Ended 31
December 31, 2008

Notes to the Consolidated Financial Statements. 32

MEC Annual Report 2008




Ladies and Gentlemen, Dear Shareholder
Peace and mercy of god be upon you,,,

On behalf of my fellow board members and myself I am pleased to welcome you to this
meeting and thank you for accepting our invitation to attend the annual general assembly
meeting of the fourteenth to the company to brief you on the positive results of the
company made over in 2008.

And itdés from my pleasure to present
financial statements and the a u d i répartrfodtise year ended in 2008.

You know that your company is an industrial company founded in 1994. and praise to God
The company works to keep improvement with industrial and technological development in
the world, thanks to the continuing trends of the Governing Council and the efforts of all
cadres and workers in the company aware of the vital role which is the actor who must do it
to serve consumers, shareholders and the Jordanian economy in general and to ensure their
continuity and upgrade, Your company has been able to gain consumer confidence in the
Jordanian so that our products are in every Jordanian home, and that due to what the
company give of quality product and after the sale service.

In conclusion, | express my behalf and on behalf of the board sincere thanks and
appreciation to all employees of the company and management for their efforts helped to
achieve the best results and achievements, special thanks to all the company's shareholders
for giving the confidence and c¢ o naying to
God Almighty to be at the next meeting have been successful in achieve the best results of
this generous country under the leadership of His Majesty King Abdullah Il Bin Al Hussein,
may Allah protect him.

God grants success,,,

Chief Executive Officer
Osama Darwish Al-Kalili
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Information and data required disclosure under the instructions issued by the Board
of Commissioners of the Securities

1. Company's main activity:

1 The company's activity is the manufacture and sale of LG's (LG) and other
products bearing the trademark of the Middle East Complex where these
products include the following items (TVs, LCD, washing machines,
refrigerators, Microwaves, Gas Heaters and air conditioners), which is
manufactured by the company's factories in King Abdullah 11 Industrial and
factories located in the Al-nigera which is equipped with the latest industrial
equipments.

1 Products are distributed locally through 13 exhibitions belongs to the Darwish
Al Khalili & Sons, noted that the company is the marketing arm and the
exclusive distributor for industrial product of LG (LG) in the local market,
where the distributer company follows distribution plan by its main exhibitions
in the major capital and all provinces of the Kingdom of Jordan, and through
using convenient installment for government departments and public and
private institutions and banks in the Kingdom, South Electronic Company
considers the marketing arm and the exclusive distributor for the other Middle
East Complex products and (DAEWOO) products, its subsidiary company of
12 show room distributed in the Amman, Zarga and Irbid, and relies on its
exhibitions in the direct sales, and use of the convenient installment for
government departments and public and private institutions in the Kingdom.

1 The company's products are exported to many arab countries, including: (Syria,
Palestine, Irag, Lebanon, Sudan, Egypt, Libya, and Morocco), through major
agents and within the contracts and biliraul agreements.

1 The company's geographic locations and number of employees in each of them:

Geographic Number of Geographic
Places employees Location
Public Bayader Wadi Seer -Arab

83 I sl ami c Bani
Tel: 06 5827831

Sahab - Industrial City
Tel: 06 4020381

Administration

Factories 384
Total 467

9 Size of Capital Investment:
Capital investment amounted reached around (JD 65,366,159)
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A. Subsidiary Companies

2. Subsidiary & Affiliate companies

1) National integrated industries company.

Private Shareholders Company owned 70% by Middle East Complex
Company where the paid in capital as on 31 of the Dec. 2008 amounted JD
10 millioni t 8 s u n d e rindustr@l mosnpamy wrere it considers the
first of its kind in the region, The company is a process for electrical
appliances in full and known as the (CKD) , it located on land with an area
of 167 thousand sqgm with an initial Investment of $ 165 million, aimed the
Middle East and North Africa, and is expected to start production and sales
at the beginning of the fourth quarter of 2009, NIIC located in Mwagar &
Sahab, and the number of
have any other branches.

2) Amman General for Industry and Marketing:

Limited Liability Company owned by the Middle East Complex Company by
92% with Paid in capital of fifty million Jordanian dinars, based on
investments in associates, manufacturer and the distributor companies of
home appliances, and investment in trading securities in business, services
and industrial companies. The company located in Amman (Bayader Wadi
Seer)andhas( 1 2 )

Companies owned by Amman General for industry and marketing:

emp | oy e e s havednjhother raochep a n y

Owned Company 0| Paidin Owned
Companies Activity Capital Percent
. Produce home appliances 0
National Star Co. brand Samsung 10,000,000 70%
Al-Yusuf Company for Goods clearance and 0
clearance transport 300,000 75.1%
Al-Asalah for electro Central Air Conditioning 0
mechanics Trading 100,000 60%
South Electronic Trading by home appliances 50,000,000 41.3%
Company brand Daewoo
Middle East Financial Flnar_1C|aI/ReaI estate 31,330,000 34.6%
Investments investments
Darwish Al-Khalili & Home appliances trading 0
Sons Company brand LG 12,200,000 41%

A. National Star Company for electronic industries:

Limited liability Company owned by Amman general by 70%, where is the
paid in capital amounted JD 10 million, the producing home appliance brand
( Samsung ) of refrigerators,

The company has 113 employees distributed as follows:
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Geographical location

Number of employees

Head office (Sahab) 13
Factory (Sahab) 100
Total 113

B. Al-Yusuf Company for Clearance and Transport.

Limited Liability Company owned by Amman general company by 75.1%
with paid in capital JD 300,000, and its main objective is the clearance and

transport the goods.

The company has 32 employees distributed as follows:

Geographical location Number of employees
Head office (Mecca St.) 13
Al-Karamah office 3
Sahab office 5
Aqgaba office 8
Free zone office 1
Airport office 2
Total 32

C. Al-Asalah for electro mechanics:

Limited Liability company with paid in capital amount JD100,000 owned to
Amman general by 60%, the main objective of the company is trading,
installation, and maintenance of Air Central Conditions located in (Amman-
Khalda) and has 155 employee without any other branches.

Geographic location

Number of employee

Head Office(Amman-Khalda)

155

Total

155

D. South Electronic Company:
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Public Shareholding Company with Authorized, subscribed, and paid up
capital amounted JD50 million, Represent as the domestic marketing arm for
the Middle East Complex of Daewoo Brand.

Owned by 41.3% to Amman general for industry and marketing, located in
Amman (Mecca St.) and the number of employee around (115) employees
distributed as follow:

Branch Geographic location | Number of employee
Head office Mecca St. 28
Show rooms Amman- Zarga - Agaba 28
Maintenance Center | Amman - Tabarbour 39
Central warehouses Sahab industrial city 20

Companies owned by South Electronic Company.

Owned The Co mp a n Pain in Ownership
Companies Activities Capital %
Haier Middle East Produce home
for Appliances appliances brand 25,000,000 92.5%
(HMA) Haier

I. Haier Middle East Appliances Company:
Limited liability Company owned by South Electronic Company by 92.5%,
with paid in capital amounted JD 25 m
for different electric and electronic appliances.

The company has 514 employee distributed as follows:

Geographic Location Number of employees
Head Office (Byader Wadi Al-Sair) 8
Factory (Al-Mwagar) 506
Total 514
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II. Affiliate Companies:

1) Future for Industrial and Electronic Company.
Limited liability company with paid in capital US 300,000$ owned by 34%
to Middle East complex company, it produces electric and electronic

appliances in Sudan (Al-Khartoum & Um-Dorman) and it has 22
employee.

2) Middle East for Financial Investments and Trade.
Limited Liability Company owned by 34.6% to Amman General Company

with paid in capital JD 31,330,000, i t Gwestmeatsy financial

instruments, and real estate company located in Amman & Byader Wadi

A-Sai r , the number of empl oyees 4 st
branches.

3) Darwish Al-Khalili & Sons Company.

Public shareholding Company with Authorized capital JD 15 million and

padcapit al JD 12,200,000 owned by 41% t
the marketing arm to Middle East complex company for LG brand, located

in Amman- Mecca St. with 170 employees distributed as follow:

Geographic location Number of employees
Head Office 30
Show Rooms (Amman, Zarga, Agaba) 40
Central warehouse (Sahab) 34
Central maintenance (Tabarbour) 66
Total 170
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3. Members of the board of director and brief words about each of them

Membership

Date

Scientific

Graduation

Name Position Date of Birth testimony Year Experiences
91 From the year of 1988 up
to now several jobs in
Middle East Complex
Company
Chairman of the board of
director for the following
companies:
Chief Diploma in ([:)grmwiu Azlbgga““ & sons
Osama Darwish executive accounting and pany .
Mustafa Al- officer / | 30/04/2007 | 12/03/1964 bachelor in 1986 Rum Al ada Ad
Khalili General business engineering industrial
Manger administration company 2005
MEDI company 2006
South Electronic Company
2005
Board member of the SDC
and member of the Amman
Chamber of Industry and
the Chamber of Jordan
Diploma in From the year of 1984 up
Darwish Mustafa |Vice-chairman Industrial 1984 to now several jobs in
Darwish Al- of the Board | 30/04/2007 16/06/1963 Management Middle East Complex
- . 2006
Khalili of directors And computer Company
MBA Y Member in the Board of
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Directors for many of
Public shareholding
companies.

Darwish Al-Khalili & Sons
Company from
16/06/2005

MEDI Company 2007
Rum Al ada A¢g
engineering industrial
company 29/05/2005
South Electronic Company
2005

King Abdullah || city
investors association
member 2006

Vice president of national
assembly of investors Care.
Member of the Foundation
of the retired Veterans 2006

Ayman
0 Mo hammgi
Al i 6 Dai
Khalili

Member

30/04/2007

23/02/1970

Bachelor in
finance &
Banking

1994

From the year of 1994 up
to now several jobs in
Middle East Complex
Company

A Member in several
environmental &
investment groups.
Member in the Board of
Directors for many of
Public shareholding
companies.

South Electronic Company

MEC Annual Report 2008



2005
Darwish Al-Khalili & Sons
Company 2005

General Manger & Vice
President i
Addin Company

M

National
Industrial
Holding Group
Represented by

PHD in Electric

Researcher in the Kuwait
Institute for Scientific
Research

General Manager of Al-
Nuri & Kent Company for
the technical and
maintenance contractors

Mr. Reyad Salem
Ahmad Idriss

Member 14/08/2007 | 07/03/1950 L 1978 Consultant for Kuwaiti
Dr. Methgal Engineering Company for the
Mohammad Al consultants & investment.
Suleiman Al-
: Member elected from
Sartawi . X
Kuwaiti Company in
project of the privatization
in National Holding
Company.
Lab Engineer in Kuwait
National University (1995-1999)
Industrial Assistant manager in
Holding Group Bachelor, Petrochemical projects-
Member | 14/08/2007 | 21/01/1971 MBA Civil 1995 ; proj
Represented by Engineering Kuwait (1999-2001)

Assistant manger & manger
of the business
development & First
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director of industrial
investment & development
management in NIG &
Kuwait (2001-2006)

Executive manger of
industrial investment &
development management
in national industrial group
holding (2006 to present)

Chairman, Member, and
vice-president Board of
directors for several
companies in Kuwait,
Emirate, Saudi, and
Pakistan

Ain Al-Gad for
general trading
and investment
company
Represented by
Samir Salim Jamil
Al-Awartani

Member

30/04/2007

01/02/1959

Bachelor in
Accountant &
JCPA

1980

= =4

Auditor (1982-1993)

Internal Auditor in public
shareholding company
(1993-1995)

Managerial & financial
manger (1999 to present)
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Work in Electrical

Bachelor in- Engineering, Systems, and
Bill Baisey Member | 30/04/2007 | 01/01/1963 | !elecommunic 1986 telecommunication
ation. Member in Boards for
Engineering foreign companies-Kuwait
Emirate Il;’/l'clnk(‘:]er in Commercial
international MBA in an _ N
investment electronic Several managerial positions
company Engineering in several companies.
Member 30/04/2007 27/03/1971 MBA in 1993 Assistant executive manager
Represented by Business for investment in Emirate
Administration international investment
Intwan Shmali company
10 years experiences in
banking, occupied many
positions in Arab Bank &
Standard chartered Bank.
Amman General . .

Com Bachelor in 2003 to present, chief
pany E ic & . . A
Represented by conomic financial officer in Middle

Mashhour Member 28/08/2008 20/08/1969 Business 1994 East Complex Company,
Administration and member in its board in

Abdullah EI-

Basha S 2008.

Certified banker and
certified managerial
accountant from institution
of management
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Accountants.

Board of directors member
in the following companies

Al-Manara for insurance
company
United holding company

Middle East Diversified
Investments

Al-Mal
Capital(Resigned
on 30/07/2008)
Represented by
Mr. Naser
Tayseer Shawkat
Al-Nabulsi

Member

14/08/2007

14/04/1966

Bachelor in
Business
Administration

1988

(1989-2000) Vice-chairman
of the board of director for
Merrill Lynch Company.
(2000-2003) Head of
investment and assets
management in Dubai

(2003-2005) Chief
Executive officer for
International Dubai Centre
for financing

(2005- Present) Chief
Executive officer for Al-
Mal Capital Company
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1 The name and the position for senior level management and brief word for each of them.

Name

Position

Hiring
Date

Date of
Birth

Scientific
testimony

Graduation
Year

Experiences

Osama
Darwish
Mustafa Al-
khalili

Chief
executive
officer /
General

Manger

01/01/1988

12/03/1964

Diploma in
accounting
and bachelor
in business
administratio
n

1986

T
T

From the year of 1988 up to now several
jobs in Middle East Complex Company

Chairman of the board of director for the
following companies:

Darwish Al-Khalili & sons Company 2005
Rum Al & foreengifeetinh industrial
company 2005

MEDI company 2006

South Electronic Company 2005

Board member of the SDC and member of
the Amman Chamber of Industry and the
Chamber of Jordan

Mashhour
Abdullah
El-Basha

Chief
Financial
Officer

01/07/2003

20/08/1969

Bachelor in
Economic &
Business
Administratio
ns

1994

10 years experiences in banking, he
occupied many positions in Arab Bank &
Standard chartered Bank.

2003 to present, chief financial officer in
Middle East Complex Company, and board
member since Aug 2008.

Certified banker and certified managerial
accountant from institution of management
Accountants.

Board of directors member in the following
companies

Al-Manara for insurance company

United group holding
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Middle East Diversified Investments

Bachelor in 9 From the year of 1984 several technical and
Computer managerial work in the Police Directorate (
Nabeel Assistant Ivl;:nglne_erlr;]g gﬂ?ﬁ?;ﬁfnd information technology
Mohammad General asterl In the 1984 ultant) ) )
Abd- Manger- | 01/04/2006 |24/12/1961 analysis, I From 2006 till now Assistant manager for
Al-S h o r | Technology managt;ment  BoardmemberinAl-Mat adem Al
o Namozajiah
information
systems
T (1992-1997) Wide Accounting experience in
Mohammad
Hassan Chief Bachelor in middle east complex company
Da®wo { Accountant | 04/05/1992 102/05/1970 | p 0o intant 1992 1 (2001-2009) Chief Accountant in Middle
Adga east complex company
_ Bachelor in T (1992-1997) several Engineering and
Gaz;;gjroq Assistant Electric & anmn;gair;al work in Middle East complex
. eneral electronic '
Hussein magnager for | 1170571992 125/08/1965 Engineering 1989 T (1997-2008) Assistant general manager for
Resigned on marketing High diploma marketing.
21/10/2008 . -
in business

Table above contains the names of senior management and executive management in the company just.
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4. Shareholders name - who owns 5% or more - and the number of owned shares

for each of them.

31/12/2008 31/12/2007
e Number Numbetr
Percent Percent
of shares of shares
NIG Holding 20,000,000 20% 20,000,000 20%
(ﬁm Darwish Mustafa Al- |17 566 968 | 17679 | 11.211.153 | 11.21%
Ain Al-Gad General
Trading and investment 9,679,429 9,67% 10,000,000 10%
Company
Al-Mal Capital - - 9,000,000 9%
Aymen oOMohanm 0 0
Darwish Al-Khalil 5,414,764 5,41% 5,855,464 5,85%
South Electronic Company - - 5,504,576 5,5%
United Arab Investors 0
Company 8,867,712 8,86% - -
Global Investment house 6,700,000 6.7% i i
company

5. The competitive position of the company:

Middle East Complex products constitutes 70% of domestic market share, it has
marketing distribution network within major commercial centers in Amman and
other governorates through it marketing arms like Darwish Al-Khalili & South
Electronic, however, the company forces competition from imported electrical
products and locally manufactured products, despite all this, the company occupied
the leader position in local market because oft he companyds product s
specifications and standards plus after the sale service that the company has with
customers, in addition to the strong marketing and export policy that the company
followed inside and outside the kingdom, and training engineering and technical stuff
with the latest modern technology in manufacturing electrical and electronically
products and entering the latest production and manufacturing requirements. The
company penetrated many Arab markets and obtain important market share in
Egypt, Syria, Lebanon, Libya and Morocco, In addition to the company intendance
to enter the European market.
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6. Dependence degree on specific suppliers and / or key customers (locally and

externally):

A. Dependence degree on specific suppliers:

Supplier Dependence Degree

LG Korean Company

0,
Daewoo Korean Company 87%

Korean companies LG and Daewoo supplied all raw materials needed to
manufacture products, LG and Daewoo in full, including the annual
guarantee of all raw materials supplied to us, also provide us with all the
spare parts for maintenance.

B. Dependence degree on main clients:

Client Name Percentage of transaction from total sales
Syrian Market 13%
Lebanese Market 6%
Iragi Market 11%

Syrian electronics and electrical home appliances market characterized by
highly competitive prices, concentration product quality, and durability and
after sale service. Washing machines and refrigerators are the main exports
products to Syrian market by group of agents supported by well equipped
supports team for the after sale service.

There is no main dependence on local suppliers or clients, local clients and
suppliers represents 10% or more from total sales or purchases.

7. There are no government protections or privileges enjoyed by the company or

any products under the law and regulations.

Franchises the company enjoyed have obtained from the following companies:

1.

o O~ w

LG Company - Korea
Daewoo Company 6 Korea
TCL Company & China
Haier Company & China
Technogas.

Laminox.
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There is no patent the company has obtained.

8. There is no government or international organizations decisions that have material

effects on the

The company is committed to apply International Quality Standards; the company
has professional engineers for following up all matters that related to product
quality based on the standards and rules. All electrical and electronics appliances
are subject to International Quality Standards I1SO 9001, 2000 (Quality
Certification Systems) and Jordanian Quality Mark that granted by the Institution
of Standards and Metrology of Ministry of Industries and Trade, the company
recently got German Certificate of Safety and Specification Safety VDE.

9. Company Organizational Structure

Middle East Complex Organizational Structure

companyos

General
Assembly

operati

on,

Audit Committee Boatds of
Directots
Internal Audit and
Control Dept.
Legal Advisory | [ Chief Executive Offices / Public shareholder affairs
General Manager
After Sales Services Production Dept. — | Marketing and | Procurement Finance and Managerial Dept.
Sales Dept. Dept.
Electronics || Electrical Factory. Electronics | | || Marketing || Foreign || Human General
Factory. Purchases Resources Accounting
Electrical | Supporting Industries | | Managerial Dept. || Sales L] Loc General Warehouses ||
Purchases Services
L|  Developing and Securityand || :
Quality Control Dept. Safety | Movement Costing
Dept. Accounting
L_Clearance Dept| | Commercial
Dept.
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10. Description of risks to the company

1 Interest rate risk: Most of the financial instruments that the company deals with
it are not subject to interest rate risk except banks facilities. Interest rate risk

doesnodt

have

significant

or

mat er i

1 Credit Risk: The Company places its cash in reputable financial institution.

1 Foreign Currency Risk:
and US Dollar. The Jordanian Dinar exchange rate is fixed against US Dollar;

foreign

currtr

financial statements.

11. Company achievements
91 Open marketing channels in (Egypt, Syria, Lebanon, Morocco) , Syrian market
sales reached around 15 million JD , Lebanese market sales reached 7million JD,

Iragi market sales reached around 14 million, most of them are supported with

banks letter of guarantees in local Jordanian banks.

9 Starting to penetrate and export to European markets because of getting German
Certificate of Safety and Specification Safety, which means that the company can

put the sign CE on its products.

Mo s t

ency

of

ri sk

12. Financial effect of non-recurrent nature operations

companyos

doesnot

There is no any financial effect of non-recurrent nature operation happened during the
fiscal year and consider within the company main activities.

13. Achieved series of profits and losses, dividends, net owner equity and shares

prices.
Description 2008 2007 2006 2005 2004
Net profit after tax 5,750,109 | 10,779,521 | 9,876,915 | 22,035,397 | 5,428,297
Dividends 0 0 10,000,000 0 4,000,000
Percentage % 10% 10%
Net Owner Equity 171,694,376 | 162,715,291 | 161,962,221 | 72,296,422 | 54,261,025
Share Price 1.73 2.52 1.89 3.07 1.72
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14. Analysis of company financial position

Description 2008 2007 2006 2005 2004
Gross Profit 14.4% 16.4% 18.3% 19.3% 19.0%
Net Profit Before Tax 5.1% 9.8% 9.0% 22.7% 8.8%
Current Ratio 15 2.13 2.31 2.82 2.2

Quick Ratio 11 1.78 154 1.6 1.33

Return on Equity 3.3% 6.6% 6.2% 30.0% 10.0%
Total Assets turnover 29.0% 31.0% 41.0% 36.0% 48.0%
Net Profit Margin 4.7% 9.6% 8.0% 22.0% 8.0%

15. Company future developments, newly expansion projects and future plans

9 Construct new warehouses, increase number of supports factory and increase
number of production lines by purchased modern machines which save inputs of
production process.

1 Penetrate new exports markets in Europe and in Arab Countries and get the
benefits from the formal signed agreements with foreign markets.

16. Mother Company and Subsidiaries Companies Auditors
1 Arab Professional, member of Grant Thornton (Mother Company Auditor)
1 Mother company audit fees are as follows:

Annual fees 2008
Audit fees 22,500
Sales Tax 3,600

1 Subsidiaries companies audit fees are as follows* :

Annual fees 2008
Amman General for Industry and Marketing 4,000
South Electronics. 11,500
AL Asalah Electromechanics. 4,650
Haier Middle East Appliances. 3,500
National Star for Electronic and Electrical Industries. 4,300
Al Yousef Transporting & Clearing. 1,500
Darwish Khalili & Sons 9,750
Middle East for Financial Investment 2,000
National Industrial Integrated complex (Deloittee ) 6,375
Total 47,575

* Add 16% sales Tax
17. Number of shares that owned by the boards of directors, high managements

persons and their relatives.

A. Number of shares owned by board of directors and their relatives:
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No. of Shares

Number of owned
shares by subsidiaries

Name Position Nationality .
companies
31/12/2008 | 31/12/2007 | 31/12/2008 | 31/12/2007
Chief
. executive Middle East | Middle East
Osama Darwish Mustafa | g0 Jordanian | 17,668,968 | 11,211,153 for for
Al-Khalili
/ General Investment | Investment
Manger
670,264 1,100,000
Ola Hikmat Yasin Wife Jordanian 935,945 155,000 None None
Seireen Qsama Darwish Daughter Jordanian 32,855 32,855 None None
Al-Khalili
. Vice Chief
Darw!sh Mustafe_ . Executive Jordanian 4,049,001 3,766,166 None None
Darwish Al-Khalili .
Officer
San'a Yousef Ismael . .
Ghaith Wife Jordanian 242 242 None None
Mustafa Darwish .
Mustafe Al-Khalili Son Jordanian 242 242 None None
Zaid Darwish Mustafe .
Al-Khalili Son Jordanian 242 242 None None
Tamara Darwish .
Mustafe Al-Khalili Daughter Jordanian 242 242 None None
Ay man 0 Moh4g .
Al i 6 DakKhalli d Member Jordanian 5,414,764 5,855,464 None None
National Industrial .
Holding Group Kuwaiti 20,000,000 | 20,000,000 None None
Represented by
Dr. Methgal Mohammad o
Ali Suleiman Al-Sartawi Member Kuwaiti 0 0 None None
Mr. Reyad Salem Ali o
Ahmad E&dr i Member Kuwaiti 0 0 None None
Ein Al-Gad for General
Trading and Investment Jordanian 9,679,429 10,000,000 None None
Company
Represented by
Sameer Salim Jameel Al- .
Adwartani Member Jordanian 0 0 None None
Mr. Bill Baisey Member American 1,798,930 2,500,000 None None
Emirate International .
Investment Company Emirate 10,000 1,736,105 None None
Represented by
Intwan Shmali Member Emirates 0 0 None None
Amman General for .
Industry and Marketing Jordanian 237,300 55,000 None None
Represented by
Mashhour Mohammad
Abdullah Al-Basha Member Jordanian 0 0 None None
(28/8/2008)
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B. Number of shares owned by management and their relatives.

Number of owned shares
No. of Shares by subsidiaries
Name Position Nationality i
31/12/2008 | 31/12/2007 | 31/12/2008 | 31/12/2007
82?V”V‘i2h Ch'e(‘;ff’i‘f:r”“"e Middle East | Middle East
Mustafa Al- 7 General Jordanian 17,668,968 | 11,211,153 for for
. Investment Investment
khalili Manger
670,264 1,100,000
\?a'gnH'kmat Wife Jordanian 935,945 155,000 None None
Seireen
Osama .
Darwish Al- Daughter Jordanian 32,855 32,855 None None
Khalili
Mashhour CEO ,fb\smstant
Abdullah for .
Administration Jordanian 0 0 None None
Mohammed - -
El-Bash and Financial
-basha affairs
Ghazi Farouq CEO Assistant .
Farj for Marketing Jordanian 0 0 None None
Amani Moh'd . .
Asa'd Kadoura Wife Jordanian 0 7,000 None None
Nabil Moh'd CEO Assistant
Abed for Information :
Jordanian 0 118 None None
Almohsen Technology
Alshourafa Affairs
Na'ela "Moh'd
Ali" Darwish Wife Jordanian 434,038 661,162 None None
Al-Khalili
Moh'd Hassan Chief .
Daoud Alagha Accountant Jordanian 0 0 None None
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18. Benefits and privileges enjoyed by the general manger, board of directors and the
high management persons.
A. Benefits and privileges for the general manger and board of directors

Annual 2000
Name Position SAlary Transportation | Bounces Travel Total
Allowance Allowance | Allowance
Chief
Osama Darwish Mustafa Al- executive 153,852 4,250 5,000 0 163,102
khalili officer
Vice Chief

Darwish Mustafe Darwish Al- executive 0 4,250 5,000 0 9,250
Khalili officer
Ayman o0Mohamm \o,m. 0 4,250 5,000 0 9,250
Darwish Al-Khalili ' ' >
Mr Bill Baisey Member 0 4,250 5,000 0 9,250
Ain Al-Gad for General
Trading and Investment
Company
Represented by
g'j:};‘am Abed Alkareem Al- Member 0 4,250 5,000 0 9,250

(Resigned in 19/6/2008)
Sameer Salim Jameel Al-
Adwartani
(hired in19/6/2008)

Emirate International
Investment Company Member 0 4,250 5,000 0 9,250
Represented by Intwan Shmali

Amman General for Industry
and Marketing

Represented by

Mashhour Mohammad
Abdullah Al-Basha
(28/8/2008)

Member 48,420 2,500 1,667 0 52,587

Al-Mal Capital(Resigned on
30/07/2008)

Represented by Member 0 1,750 3,333 0 5,083
Mr. Naser Tayseer Shawkat Al-
Nabulsi

* There are no other privileges from the above table

B. Benefits and privileges for high management persons

Name Position sl | el Total
Salary | Allowances
CEOQ Assistant for
Mashhour Mohammad Abdullah Al-Basha | Administration and Financial | 48,420 0 48,420
Affairs
Ghazi Farouq Farj CEO Assistant for 30,500 0 30,500
Marketing
CEO Assistant for
Nabil Moh'd Abed Almohsen Alshourafa Information Technology 33,420 0 33,420
Affairs
Moh'd Hassan Daoud Alagha Chief Accountant 12,180 0 12,180
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19. Donations and grants paid by the company during the fiscal year

Name Amount
Al-Amal Club 500
Al-Zohor For Quran Center 500
Tariff Department 1,000
Amman Municipality 58,000
Municipality Club 7,100
Journalist Association 990
Jordanian Hashemite Fund 5,000
Association for Alquds Alshareif protection 3,550
UNRWA 6,480
Alsalt charity 500
Alsalt Zaka and Sadagat Committee 4,890
Local Committee for Disabled Re-habitation

Community 2,000
Gloden Oriental East school 100
Althheiba Grand Mosque Committee 571
Almugar Agricultural Department 80
Water Authority 120
Alfaysalieh School 370
Hawd Almuhareb School 116
Almaghaier School 174
Na'ur College 28,062
Donations for Different Individuals Humanitarian 7,071
Total 127,174

20. There are no contracts or projects or commitments held by the export
company with subsidiaries, affiliates, associate companies or board of
directors, general manger or any employee in the company or with their
relatives.

21. The company's contribution to environmental protection and community
service

A. The Company's Contribution to Environmental Protection
1 Replacement of Freon gas that used in the manufacture and assembly of
refrigerators and air-conditioning units with friendly - gas environment.
1 Isolate the activities of paint used in the production process from the rest of
the production processes and put them in separate area in order to compliance
with environmental standards.
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B. The Company's Contribution in Community Service
1 Provide jobs opportunity and give the priority to the people who lived around
the new factories.

22. Board of Directors Adoptions
1 Company board of directors adopt that there is no substantive matters that
effect on the company continuity next year.
1 Company board of directors adopts the responsibility of preparing financial
statement and providing effective control system in the company.
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I ndependent Auditors® Report

To The Shareholders of
Middle East Complex for Engineering, Electronics and Heavy Industries Co. PLC.
Amman 0 Jordan

We have audited the accompanying consolidated financial statements of Middle East Complex for Engineering,
Electronics and Heavy Industries Company PLC which comprise the consolidated balance sheet as at
December 31, 2008 and the consolidated statement of income, consolidated statement of change in equity and
consolidated statement of cash flows for the year then ended and a summary of significant accounting policies and
other explanatory notes. We did not audit the financial statements of certain subsidiaries owned by the Company,
which statements reflect total assets and revenues constituting 24% and 28%, respectively, of the related
consolidated totals. Those statements were audited by other auditors whose reports has been furnished to us, and
our opinion, insofar as it relates to the amounts included for these subsidiaries, is based solely on the reports of the
other auditors.

Management ds Responsibility for the Financial Stat
Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Audi tords Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated
financial statements are free from material misstatement. An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures

selected depend on the auditords judgment, including
the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers i nt er nal contr ol relevant to tdowolidetedt i tyds pr
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinionontheeff ect i veness of the entityods intern.

evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained and the reports of the other auditors is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, based on our audits and the reports of other auditors, the consolidated financial statements
present fairly, in all material respects, the consolidated financial position of Middle East Complex for
Engineering, Electronics and Heavy Industries Company PLC as at December 31, 2008, and of its
consolidated financial performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Explanatory Paragraph

During January 2009, the Board of Directors resolved to merge a 70% owned subsidiary (National Industrial
Integrated Complex) with the Company. However, the General Assembly approval on the merger was not
obtained up to date of the issuance of the accompanying financial statements.

Amman JJordan Arab Professionals
18 March 2009
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Middle East Complex for Engineering, Electronics and Heavy Industries

Public Shareholding Company

Consolidated Balance Sheet as at December 31, 2008

(In Jordanian Dinars)

Notes 2008 2007
Assets
Current Assets
Cash and cash equivalents 3 61,315,759 84,961,692
Trading Securities 4 10,158,303 15,447,111
Accounts & notes receivable, net 5 44,961,094 48,663,115
Due from related parties 25 36,199,592 11,978,090
Checks under collection 6 26,000,347 33,324,070
Inventories, Net 7 43,844,227 42,049,043
Other current assets, net 8 21,213,807 21,634,955
Total Current Assets 243,693,129 258,058,076
Non Current Assets
Advance payments on the purchase of investments 9 2,793,232 16,864,602
Available for sales securities 10 8,220,139 16,424,756
Held to maturities securities 11 500,000 250,000
Investments in associates 12 21,286,790 71,000
Investment properties 13 8,607,380 1,440,000
Property, plant & equipment, net 14 78,237,432 64,778,333
Projects under construction 15 56,634,030 8,844,025
Goodwill 16 3,058,422 -
Total Non Current Assets 179,337,425 108,672,716
Total Assets 423,030,554 366,730,792
Liabilities and Equity
Current Liabilities
Due to banks 17 7,943,196 3,590,704
Accounts payable 11,544,950 12,297,192
Post dated checks & notes payable 32,466,795 23,990,673
Commercial papers 17 20,590,000 7,100,000
Short-term loans 17 71,059,637 48,301,326
short term bond 17 11,360,000 8,520,000
Other current liabilities 18 7,044,974 4,692,642
Total Current Liabilities 162,009,552 120,947,797
Long Term liabilities
Due to related parties 25 35,856,761 12,455,260
Long terms Loans 17 17,518,291 29,407,173
Long term bond - 11,360,000
Long term liabilities 53,375,052 53,222,433
Total liabilities 215,384,604 161,714,970
Equity
Paid-in capital 19 100,000,000 100,000,000
Shares premium 38,201,872 38,201,872
Statutory reserve 6,967,993 6,372,363
Voluntary reserve 6,451,913 6,451,913
Cumulative change in fair value ( 4,406,657) (230,403)
Treasury shares ( 6,250,294) (13,871,532)
Retained earnings 30,729,549 25,791,078
Total Shareholder's Equity 171,694,376 162,715,291
Minority interest 35,951,574 42,300,531
Total Equity 207,645,950 205,015,822
Total Liabilities and Equity 423,030,554 366,730,792

0The accompanyi n gareandntegabpartfofrthesertongolidgted ft ion g R i) a |
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Middle East Complex for Engineering, Electronics and Heavy Industries
Public Shareholding Company
Consolidated Statement of Income for the Year Ended December 31, 2008

(In Jordanian Dinars)

Note 2008 2007

Net sales 122,167,927 112,309,695
Cost of sales (104,539,212) (93,871,156)
Gross profit 17,628,715 18,438,539
General and administrative expenses 20 ( 4,423,539) (4,047,115)
Selling and distribution expenses 21 ( 4,398,368) (4,672,810)
Provision for doubtful debt 5 ( 310,000) ( 30,000)
Provision for slow moving inventories - ( 95,000)
Income from sale of associate - 1,330,566
Gain from sale of securities 242,432 2,734,489
Gain from reevaluation of securities 1,074,325 1,564,143
Share of profit from an associate 12 280,644 -
Financing expenses ( 10,393,028) (7,945,253)
Interest revenue 5,673,565 4,224,189
Other revenues ( expenses) 1,035,585 ( 59,815)
Fees and other expenses 22 ( 224,670) ( 341,659)
Income for the period before income tax 6,185,661 11,100,274
Income tax for the year 26 ( 435552) ( 320,753)
Income for the year 5,750,109 10,779,521
Attributable to:
Equity holders of the parent 5,534,101 9,768,840
Minority interest 216,008 1,010,681

5,750,109 10,779,521
Earnings per share attributable to equity holders 23 0.057 0.103

0 The ac c o mpfranm(y) to (29 areanantegrabpart of these consolidatedf i nanc i al
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Middle East Complex for Engineering, Electronics and Heavy Industries
Public Shareholding Company
Consolidated Statement of Changes in Equity for the Year Ended December 31, 2008

(In Jordanian Dinars)

Reserves

Paid - In Shares Statutory Voluntary Cﬁ:f:gglﬁf i}’;f Treasury Retained Minority Total

Capital Premium Reserve Reserve value Shares Earnings* Total Interest Equity
Balance as of January 1, 2008 100,000,000 38,201,872 6,372,363 6,451,913 ( 230,403) (13,871,532) 25,791,078 162,715,291 42,300,531 205,015,822
Income for the year - - - - - - 5,534,101 5,534,101 216,008 5,750,109
Cumulative change in fair value - - - - (4,176,254) - - ( 4,176,254) ( 6,534,092) (110,710,346)
Treasury shares - - - - - 7,621,238 - 7,621,238 - 7,621,238
Change in minority interest - - - - - - - - ( 30873) ( 30,873)
Reserves - - 595,630 - - - ( 595,630) - - -
Balance as at December 31, 2008 100,000,0000 38,201,872 6,967,993 6,451,913 ( 4,406,657) ( 6,250,294) 30,729,549 171,694,376 35,951,574 207,645,950
Balance as of January 1, 2007 93,927,552 33,125,305 5,344,716 6,451,913 - (3,937,150) 27,049,885 161,962,221 10,548,066 172,510,287
Capital increase 6,072,448 5,076,567 - - - - - 11,149,015 - 11,149,015
Cash dividends - - - - - - (10,000,000) (10,000,000) - (10,000,000)
Income for the year - - - - - - 9,768,840 9,768,840 1,010,681 10,779,521
Cumulative change in fair value - - - - (230,403) - - (230,403) - (230,403)
Treasury shares - - - - - (9,934,382) - (9,934,382) - (9,934,382)
Change in minority interest - - - - - - - - 30,741,784 30,741,784
Reserves - - 1,027,647 - - - (1,027,647) - - -
Balance as at December 31, 2007 100,000,000 38,201,872 6,372,363 6,451,913 (230,403) (13,871,532) 25,791,078 162,715,291 42,300,531 205,015,822

* Retained Earnings as of 31/12/2008 include gains from revaluation securities related to trading securities portfolio with total 1,472,579 JOD unavailable to distribution to shareholders.

0The accompanyi n gareandntegrabpartfofrthesercongolidted ft ion { 2 ®i)al st at ement s o
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Middle East Complex for Engineering, Electronics and Heavy Industries
Public Shareholding Company
Consolidated Statement of Cash Flows for the Year Ended December 31, 2008

(In Jordanian Dinars)

Cash Flows From Operating Activities
Income for the year before tax
Depreciation

Share of profit from an associate

Gain from revaluation of securities
Provision for doubtful debt

Provision for slow moving inventories

Changes in Working Capital
Accounts & notes receivable
Trading securities

Due from related parties

Checks under collection
Inventories

Other current assets

Accounts payable

Postdated checks & notes payable
Other current liabilities

Paid income tax

Net Cash Flows From Operating Activities

Cash Flows From Investing Activities
Property, plant & equipment and other assets
Held to maturities securities
Investment in affiliate
Projects under construction
Investment property
Auvailable for sales securities
Investment in capital guaranteed fund
Advance payments on the purchase of investments

Net Cash Flows From Investing Activities

Cash Flows From Financing Activities
Due to banks

Dividends paid

Capital increase

Bond

Loans

Commercial papers

Treasury shares

Minority interest

Net Cash Flows From Financing Activities

Change in cash and cash equivalents
Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the year

AiThe accompanyi ng amanintegsl pdrtofehese c(oln)s otl oi d(a2t9e)d
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2008 2007
5,969,653 10,089,592
3,993,330 2,881,047

( 280,644) -

( 1,074,325) ( 1,564,143)

310,000 30,000
- 95,000
3,392,021 ( 3,353141)
6,363,133 ( 8936527

( 820,001) ( 1,018,692)
7,323,723 ( 16,090,355)

( 1,795184) (' 3,008,097)

421,148 9,034,138

( 752,242) 6,102,213
8,476,122 5,508,405
2,312,977 1,762,308

( 396197)  ( 231,118)
33,443,514 1,300,630

(17,452,429) (17,503 ,581)

( 250,000) ( 250,000)

( 9,922,198) 4,521,078

( 47,790,005) 2,590,835

( 7,167,380) ( 480,000)
4,028,363 (16,206,059)
- 3,617,852
- ( 6,755:834)

(78,553,649) (30,465,709)
4,352,492 ( 4,335,960)
- (10,000,000)
- 11,149,015

(8,520,000) ( 8,520,000)
10,869,429 43,361,724
13,490,000 ( 7,100,000)
7,621,238 ( 9,934,382)

(6,348,957) 31,752,465
21,464,202 46,372,862

(23,645,933) 17,207,783
84,961,692 67,753,909
61,315,759 84,961,692

f

nanci

al



Middle East Complex for Engineering, Electronics and Heavy Industries
Public Shareholding Company
Notes to the Consolidated Financial Statements
December 31, 2008

(In Jordanian Dinars)

1. General

Middle East Complex for Engineering, Electronics and Heavy Industries Plc.
was established on September 12, 1994. The Company's head office is in Jordan and
its main objectives is the manufacturing of electric and electronic home appliances
such as televisions, stereos, washing machines, VCRs, air conditioners, refrigerators,
vacuum cleaners and gas heaters.

The financial statements were authorized
Directors in their meeting held on 18 March 2009 and it is subject to the General
Assembly approval.

2. Summary of Significant Accounting Policies

Basis of Preparation

The consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards as published by International
Accounting Standards Board. The consolidated financial statements have been
prepared under the historical cost convention except as disclosed in the accounting
policies below.

The consolidated financial statements are presented in Jordanian Diner which is the
functional currency of the company.

Accounting policies that followed current year are the same with accounting policies
that followed last year.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and all
of the companies that it controls. This control is normally evidenced when the
company owns, either directly or indirectly more than 50% of the voting rights of a
company's share capital and is able to govern the financial and operating policies of
an enterprise so as to benefit from its activities. All transactions, revenues, expenses
between Mother Company and subsidiaries companies are excluded.

The financial statements of subsidiaries companies are prepared in the same date of

mother company financial statement with the same accounting policies that followed
in Mother Company. If subsidiaries companies followed different accounting
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Middle East Complex for Eng., Electronics &Heavy Industries Plc.
Notes to the consolidated Financial Statements
December 31, 2008

policies from the mother company, modifications will be made for the subsidiaries
financial statements to match with mother company financial statement.

Subsidiaries results will be consolidated into consolidated income statement from the
date of acquisition, which is the date that the mother company actually controls
subsidiaries companies. Results from subsidiaries, which are disposed of in the
consolidated income statement, are consolidated until the date that the mother
company lost the control on them.

Minorityint er est s represent the part that the
subsidiaries companies.

The following subsidiaries have been consolidated:

Activity Capital Ownership

National industrial integrated complex Manufacturing 10,000,000 70%
General Amman for Industry and Marketing Investment 50,000,000 92%
Ltd

National Star for Electronic and Electrical Manufacturing 10,000,000 64.1%
Industries Ltd.

AL Asalah Electromechanics Ltd Manufacturing 100,000 55.2%
Al Yousef Transporting & Clearing Ltd. Service 300,000 69%
South Electronics PIc. Trading 50,000,000 37.9%
Haier Middle Appliances Ltd Manufacturing 25,000,000 35.1%

Although the Company holds less that 50% of the voting shares in South Electronics
Co. Ltd and its subsidiary (Haier Middle East Trading Co. Ltd), the Company has
the power to control the financial and operating policies of the entity.

Adoption of new and revised IFRS standards

The following amendments to existing standards have been published that are
mandatory for accounting periods after 31 December 2008. The Directors anticipate
that the adoption of these Standards in future periods will have no material impact
on the financial statements of the Company.

Standards No. Subject Effective Date
IFRS 3 Business Combination July 2009

IFRS 8 Operating Segments January 2009
IAS 1 Presentation of Financial Statements January 2009
1AS 23 Borrowing Costs January 2009
IAS 27 Consolidated and separate financial statements  June 2009

IAS 28 Investment in Associates July 2009
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Middle East Complex for Eng., Electronics &Heavy Industries Plc.
Notes to the consolidated Financial Statements
December 31, 2008

Use of Estimates and Judgments

In the application of the Company's accounting policies, management is required to
make judgments, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates. The
estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if
the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

Management believes that the estimates are reasonable and are as follows:

- 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 (if any) is taken to the income
statement.
- Management reviews periodically the financial assets which carried in cost to
assess the impairment in their values which is taken in the income statement.
- Management assesses the doubtful debt after taking into consideration the
possibilities of receivables collection.
- Companyds management estimate the value
should be based on the age of goods in warehouses.
- Companyds man a theensea dedtline in theevalue of Good wellf
for one time at least per year, this requires estimate the value in use for the cash-
generating unit which allocated for it.
requires the management to estimate the future cash flow generated from the
cash-generating unit and choose appropriate discount rate to calculate the
present value for these cash flows.

Cash and Cash Equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes
of the Cash flow statement, cash and cash equivalents comprise cash on hand,
deposits held at call with banks, other short- term highly liquid investments.

Trade Receivables

Trade receivables are carried at original invoice amount less an estimate made for
doubtful receivables based on a review of all outstanding amounts at the year end.
Bad debts are written off when identified.

Accounts payable
Liabilities are recognized for amounts to be paid in the future for goods or services
received, whether billed by the supplier or not.

Trading securities
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Middle East Complex for Eng., Electronics &Heavy Industries Plc.
Notes to the consolidated Financial Statements
December 31, 2008

These are initially recognized at cost and subsequently remeasured at fair value. All
related realized and unrealized gains and losses resulting from the changes in fair
value upon the translation of non-monetary assets in foreign currencies are taken to
the income statement. - Interest earned is included in interest income and dividends
received are included in dividend income.

Available for sale Securities
Available for sale securities are initially measured at cost, this is the fair value of the
consideration given for them, including transaction costs.

Available for sale investments are subsequently carried at fair value without any
deduction for transaction costs by reference to their quoted market price at the
balance sheet date. Investments for which fair value cannot be reliably determined
are stated at cost. Impairment loss is recognized in net profit or loss for the period.

Gains or losses on measurement to fair value of available for sale investments are
recognized directly in the fair value reserve in shareholders equity, until the
investment is sold or otherwise disposed of, or until it is determined to be impaired,
at which time the cumulative gain or loss previously recognized in equity is included
in net profit or loss for the period.

Auvailable for sale securities are classified as current assets if management intends to
realize them within twelve months of the balance sheet date.

Held-to-maturity investments

These are initially recognized at cost, being the fair value of the consideration given
including directly attributable transaction costs. Investments classified as held-to-
maturity with fixed or determinable payments and fixed maturity are carried at
amortized cost less a provision for impairment.

Investments in affiliates

Investments in affiliated undertakings are accounted for by the equity method of
accounting. These are undertakings over which the Company generally has between
20% and 50% of the voting rights, or over which the Company has significant
influence, but which it does not control. Unrealized gains and losses on transactions
between the Company and its associated undertakings are eliminated to the extent of
the Company's interest in the affiliated undertakings.

Trading and settlement date accounting
Purchases and sales of financial assets are recognized on the trade date, i.e. the date
on which the Company commits its self to purchase or sell the asset.

Fair value

For fair value of investments, which are traded in organized financial markets, is
determined by reference to the quoted market bid price at the close of the business
on balance sheet date. For investments which are listed in inactive stock markets,
traded in small quantities or have no current prices, the fair value is measured using
the current value of cash flows or any other method adopted. If there is no reliable
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Middle East Complex for Eng., Electronics &Heavy Industries Plc.
Notes to the consolidated Financial Statements
December 31, 2008

method for the measurement of these investments, then they are stated at cost less
any impairment in their value.

Impairment of Financial Assets

Financial assets are assessed for indicators of impairment at each balance sheet date.

Financial assets are impaired where there is objective evidence that, as a result of one

or more events that occurred after the initial recognition of the financial asset, the

estimated future cash flows of the investment have been impacted. For financial

assets carried at amortized cost, the amount of the impairment is the difference

bet ween the assetds carrying amowint and
flows, discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly
for all financial assets with the exception of trade receivables where the carrying
amount is reduced through the use of an allowance account. When a trade receivable
is uncollectible, it is written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance account are recognized in profit or
loss.

With the exception of available for sale investments, if, in a subsequent period, the
amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed does not exceed
what the amortized cost would have been had the impairment not been recognized.

In respect of available for sale investments, any increase in fair value subsequent to
an impairment loss is recognized directly in equity.

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the
balance sheet when there is a legally enforceable right to offset the recognized
amounts and the Company intends to either settle them on a net basis, or to realize
the asset and settle the liability simultaneously.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined
by the first in, first out (FIFO) method. The cost of finished goods and work in
progress comprises raw materials, direct labor, other direct costs and related
production overheads.

Leases

Finance leases, which transfer to the Company substantially all the risks and benefits
incidental to ownership of the leased item, are capitalized at inception of the lease at
the fair value of the leased asset or, if lower, the present value of the minimum lease
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Middle East Complex for Eng., Electronics &Heavy Industries Plc.
Notes to the consolidated Financial Statements
December 31, 2008

payments. Lease payments are apportioned between the 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 directly in the
consolidated income statement.

Capitalized leased assets are depreciated over the shorter of the estimated useful life
of the asset and the lease term, if there is no reasonable certainty that the Company
will obtain ownership by the end of the lease term.

Leases where the lessor effectively retains substantially all the risks and benefits of
ownership of the leased item are classified as operating leases. Operating lease
payments are recognized as an expense in the income statement on a straight line
basis over the lease term.

Projects under Construction

Capital work in progress is stated at cost until the construction is complete. Upon
the completion of construction, the cost of such assets together with the cost directly
attributable to construction, including capitalized borrowing costs are transferred to
the respective class of asset. No depreciation is charged on capital work in progress.

Property, Plant and Equipment

Property plant and equipment are stated at cost less accumulated depreciation and
accumulated impairment loss. When assets are sold or retired, their cost and
accumulated depreciation are eliminated from the accounts and any gain or loss
resulting from their disposal is included in the income statement.

The initial cost of property, plant and equipment comprises its purchase price,
including import duties and non-refundable purchase taxes and any directly
attributable costs of brining the asset to its working condition and location for its
intended use. Expenditures incurred after the fixed assets have been put into
operation, such as repairs and maintenance and overhaul costs, are normally charged
to income in the period the costs are incurred. In situations where it can be clearly
demonstrated that the expenditures have resulted in an increase in the future
economic benefits expected to be obtained from the use of an item of property,
plant and equipment beyond its originally assessed standard of performance, the
expenditures are capitalized as an additional cost of property, plant and equipment.

Depreciation is computed on a straight- line basis over the following estimated useful

lives:
Buildings 2-4%
Vehicles 15%
Furniture and decoration 10%
Machines and Equipment 10% (Subject to the plant utilized
capacity)
Others 5- 20%
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Middle East Complex for Eng., Electronics &Heavy Industries Plc.
Notes to the consolidated Financial Statements
December 31, 2008

The useful life and depreciation method are reviewed annually to ensure that the
method and period of deprecation are consistent with the expected pattern of
economic benefits from items of property plant and equipment.

Projects in progress represent plant and properties under construction and are stated
at cost. Construction in progress is not depreciated until such time as the relevant
assets are completed and put into operational use.

Goodwill
Goodwill arising on the acquisition of a subsidiary represents the excess of the cost
of acquisition over the Companyds intere

assets, liabilities and contingent liabilities of the subsidiary recognized at the date of
acquisition. Goodwill is initially recognized as an asset at cost and is subsequently
measured at cost less any accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated to each of the
C o mp a n y-@gererating anstshexpected to benefit from the synergies of the
combination. Cash-generating units to which goodwill has been allocated are tested
for impairment annually, or more frequently when there is an indication that the unit
may be impaired. If the recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to the other assets of
the unit pro-rata on the basis of the carrying amount of each asset in the unit. An
impairment loss recognized for goodwill is not reversed in a subsequent period.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost.
Intangible assets with definite lives are amortized over the economic useful lives
using the straight line method and assessed for impairment when there is an
indication that the intangible asset may be impaired. Intangible assets are reviewed
for any indication of impairment on the date of the consolidated financial statement.
The estimated useful lives are reassessed and any adjustments are made in the
subsequent periods.

Provisions

Provisions are recognized when the Company has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources will be
required to settle the obligation, and a reliable estimate of the amount can be made.
Where the Company expects a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognized as a separate asset but only
when the reimbursement is virtually certain.
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December 31, 2008

Revenue Recognition

Sales are recognized upon delivery of products and customer acceptance, if any, or
on the performance of services. Sales are shown net of sales taxes and discounts,

and after eliminating sales within the Group.

Foreign Currency

Assets and liabilities denominated in foreign currencies are translated to Jordanian
Dinars using the prevailing exchange rates at year end. Foreign currency transactions
during the year are recorded using exchange rates that were in effect at the dates of
the transactions. Foreign exchange gains or losses are reflected in the statement of

income.

3. Cash and Cash equivalents

2008 2007

Cash on hand 48,300 1,328,145

Checks on hands 479,883 1,658,834
Current accounts 1,864,580 19,780,214
Time deposit 58,922,996 62,194,499
61,315,759 84,961,692

Time deposits mature within one year and bear interest rate ranging between 4.5% and
6%, all time deposit are restricted against Bank facilities granted to a Company.

4. Trading Securities
2008 2007
Listed shares 10,158,303 15,447,111
5. Accounts & Notes Receivable, Net
2008 2007
Local receivable and notes receivable 17,773,344 21,951,000
Export receivables 28,517,750 27,732,115
Provision for doubtful debts (1,330,000)  (1,020,000)
44,961,094 48,663,115
The age of receivables past due but not impaired is as follows:
2008 2007
Receivables past due for less than one year 44,871,920 48,606,989
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Receivables past due for more than one year 89,174 56,126
44,961,094 48,663,115

- Management believes that all past due but not impaired accounts receivable are
collectable in full.

Checks under collection

Included in this item checks belonging to related parties totaling JD 22,642,208.

Inventories, Net

2008 2007
Raw materials 14,179,035 13,342,635
Finished goods and work in process 29,765,192 28,806,408
Provision for slow moving Inventory (100,000) (100,000)

43,844,227 42,049,043

Other Current Assets

2008 2007
Goods in transit and letter of credit 15,776,846 16,876,881
Prepaid expenses 612,443 1,032,355
Key money and trade marks 303,648 255,765
Margins against letters of guarantee 2,405,289 2,419,561
Empl oyeesd receivabl e 216,187 227,673
Others 1,899,394 822,720

21,213,807 21,634,955

Advance Payments on the Purchase of Investments

This item represents an amount of JOD 2,793,232 representing what has been paid
by Middle East Complex during 2007 against 40% interest in the share Capital of
National Complex for Industry Co. which is registered in UAE. The Company is still
under establishment and has no commercial operations yet.

Available for Sales Securities

2008 2007
Listed securities 6,540,657 14,300,000
Unlisted securities 1,679,482 2,124,756
8,220,139 16,424,756
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- Include in figures above, securities pledged against Bank facilities has market
value 4,600,000 JOD as at 31/12/2008.

- Unlisted securities are carried at cost as there is no reliable method for measuring
their fair value.

11. Held to Maturity Securities

This item represents the bonds held by South Electronics Plc. (subsidiary Company)

as follow:
Maturity
Company Amount Interest date
Arab real state development 250,000 9.5% 2012
Specialized investments compounds 250,000 10% 2011
Total 500,000
12. Investment in Associates

The following table summarizes the movements over the Company's investments in

associates:
Beginning Additions Share of  Ending Market
Company Balance (Disposals)  Income Balance Value
Darwish Khalili & Sons - 10,105,146 186,786 10,291,932 9,633,160
Middle east for investment - 10,830,000 93,858 10,923,858 unlisted
Arab Future 6 Sudan 71,000 - - 71,000 unlisted

71,000 20,935,146 280,644 21,286,790

The following table summarizes key financial information of the associates:

Company Activity Ownership Assets Liabilities Revenues Income
Darwish Khalili ¢ commercial 40,9% 41,814,095 25,246,177 35,747,134 456,556
Sons
Middle east for  Investment 34,6% 112,832,657 81,232,439 684,657 148,574
investment
Arab Future &  industrial 34% 1,104,194 846,257 49,167 2,999
Sudan

155,750,946 107,324,873 36,480,957 608,134

13. Properties Investment
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The estimated fair market value of properties (lands) based on the valuation report of
independent professional qualified valuers was JD 8,757,380 as of December 31 2008.

Property, Plant and Equipment, Net

Cost

Balance as of 1/1/2008
Additions

Retirements

Balance as of 31/12/2008
Accumulated
depreciation

Balance as of 1/1/2008
depreciation

Retirements

Balance as of 31/12/2008
Net book value as of
31/12/2008

Cost

Balance as of 1/1/2007
Additions

Retirements

Balance as of 31/12/2007

Accumulated
depreciation

Balance as of 1/1/2007
Additions

Retirements

Balance as of 31/12/2007
Net book value as of
31/12/2007

* This item include mortgaged lands against granted banks facilities

Projects under construction

Buildings and hungers

Production lines and production tools

Others

Equipments
Lands* Buildings & Furniture  vehicles  Others Total
1,815,422 11,143,710 68,840,625 2,367,582 3,037,370 87,204,709
6,963,957 1,326,031 8,400,057 321,116 564,993 17,576,154
- - (399,878) (130,165)  (20,109) ( 550,152)
8,779,379 12,469,741 76,840,804 2,558,533 3,582,254 104,230,711
- 2,402,148 17,731,680 919976 1,372,572 22,426,376
- 333,260 3,047,576 316,068 296,427 3,993,331
- - ( 369,807) (52437) ( 4184) ( 426,428)
- 2,735,408 20,409,449 1,183,607 1,664,815 25,993,279
8,779,379 9,734,333 56,431,355 1,374,926 1,917,439 78,237,432
1,321,652 10,917,839 51,740,151 2,092,921 2,540,162 68,612,725
493,770 225,871 17,180,361 567,555 527,603 18,995,160
- - 79,887 292,894 30,395 403,176
1,815,422 11,143,710 68,840,625 2,367,582 3,037,370 87,204,709
- 1,965,727 15,328,400 854,351 1,176,813 19,325,291
- 436,421 2,420,658 217911 201,262 3,276,252
- - 17,378 152,286 5,503 175,167
- 2,402,148 17,731,680 919976 1,372,572 22,426,376
1,815,422 8,741,562 51,108,945 1,447,606 1,664,798 64,778,333
2008 2007
13,466,943 8,221,400
38,737,393 -
4,429,694 622,625
56,634,030 8,844,025

The estimated residual values to complete projects under construction as of
31/12/2008 is 42,625,758 JOD
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16. Goodwill

This amount represent the excess of acquisition cost paid by Amman General
Company (acquirer) over the fair value of identifiable net asset of South for
Electronics Company (acquiree), management believe that there is no impairment in

the goodwill value based on cash flows projection.

17. Credit Facilities

JOD equivalent

Face Outstanding
Type Currency Rate Maturity Value balance

Overdraft JOD 75-85% 2009 10,640,500 7,943,196
Loan usD 1-2.25%+ Libor 2009 96,134,000 51,389,019
Loan JOD 55-85% 2009 17,500,000 12,622,356
Commercial papers usD 4.85% 2009 35,500,000 20,590,000
Bonds usD 6% 2009 28,400,000 11,360,000
Loan usD 45-6.9% 2009-2011 20,590,000 14,407,944
Loan JOD 9% 2008-2010 15,000,000 10,158,609
223,764,500 128,471,124

The above facilities are granted to the Company against the personal guarantee of
certain Board members, assignment of the property, plant and equipment, insurance

policy, pledge of listed securities and cash margin.

18. Other Current Liabilities

Accrued expenses

Board of Directorso ren
Provision for Jordani an

Provision for scientific research and vocational training
Shareholders' deposits

Provision for professional and technical training fund
Value added tax

Provision for income tax

Contractors obligation

Others
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2008 2007
598,126 443,475
45,000 45,000
82,435 207,894
122,457 254,999
577,391 987,713
44,186 77,228
3,586,116 1,593,993
577,110 537,755
550,635

861,518 544,585

7,044,974 4,692,642
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19. Shar eh8duitdyer s o

Paid- in capital
The authorized, subscribed and paid up capital is JOD (100) Millions divided equally
into (100) Million shares with par value of JOD 1 for each share.

Shares Premium
Shares premium amounting to 38,201,872as at December 31, 2008 & 2007 resulted
from the issuance of some shares above the par value of JD 1.

Statutory Reserve

The accumul ated amounts in this account
income before income tax according to the Companies Law. The Company has the

option to cease such appropriations when the balance of this reserve reaches 25 % of

t he Companyos aut hori zed capital. The
distribution to shareholders.

Voluntary Reserve

The accumulated amounts in this ac c o u n't represent 20% of
income before income tax according to the Companies Law. The voluntary reserve is

available for distribution to shareholders

Change in Fair Value
This amount represent the change in available for sale securities fair value at year
end.

Treasury shares

This item represents the cost of what is owned by South Electronic Company and
Amman General Company in Middle East Complex for Eng, and Heavy Industries
capital (Mother Company).

Minority interest
This amount represents the portion of subsidiary's profit and loss and net asset that
is net held by group.

20. General and Administrative Expenses
2008 2007
Salaries and benefits 1,722,409 1,458,463
Post and telephone 107,124 91,787
Subscriptions and fees 219,017 459,814
Professional fees 201,798 98,540
Others 2,173,191 1,938,511
4,423,539 4,047,115
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Selling and Distribution Expenses

Salaries and benefits
Export expenses
Advertisement
Rents

Commissions
Others

Fees and Other Expenses

Provision for Scientific research and vocational training
Provision for
Provision for Professional and technical training fund

Provision for Board of

Earnings per Share

Income for the period
Weighted average number shares
Basic and diluted earning per share

Contingent Liabilities

Letters of guarantees
Letter of credit
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Jordani an

2008 2007
685,385 326,997
1,190,131 877,072
195,993 801,329
364,232 5,403
213,553 215,860
1,749,074 2,446,149
4,398,368 4,672,810

2008 2007
67,742 102,359
67,742 102,359
44,186 91,941

1 45,000 45,000
224,670 341,659
2008 2007
5534101 9,768,840
97438563 94,495 424
0.057 0.103

2008 2007
20,174,550 17,491,941
3,790,671 6,178,319
23,965,221 23,670,260




Middle East Complex for Eng., Electronics &Heavy Industries Plc.
Notes to the consolidated Financial Statements

December 31, 2008

25. Related Party Transactions

The Company had the following transactions with related parties during the year:

Balance
Party Relation Volume Nature Debit Credit

Middle East for Investments Associate co 38,575,993 Financing 17,579,061 -
Rum Aladdin Sister Co. 7,446,965  Commercial 7,887,027 -
international Jordanian far east i 0o, 1704719 Commercial 2,844,635 :
company
Itisalcom Sister Co. 408,445 Commercial 2,130,614 -
Hair middle east Sister Co. 2,262,005  Commercial 2,059,180 -
Hikmat Yassein Sons Sister Co. 10,970,178  Commercial 1,861,802 -
Arab Future associate co 96,438 Commercial 845,158 -
Darwish Al-Khalili and sons associateco 41,330,939  Commercial 521,448 -
Jordan electronics Company sister co 80,199 Commercial 349,305 -
Middle east for diversified Sister Co. 11,926 Commercial 4,749 :
investment
National industrial for Associate o 38575993  Financing : 35,856,761
manufacturing
Others 116,613 -

36,199,592 35,856,761

The salaries and remunerations of the executive management amounted to JD 287,622 and
JD 269,771 during 2008 and 2007 respectively.

26. Income Tax

- The Company has settled its tax liabilities with the Income Tax Department up to

December 31, 2004.

- The income tax department reviewed the Company's records for the year 2005 and
2006, but has not issued the tax clearance up to date of accompanying consolidated

financial statement.

- The income tax return for the year 2007 has been filed with the Income Tax

Department but the department has not

date of this report.

revi

ewed

t he

Companyds

- The income tax liability for 2007 was computed in accordance with the Jordanian

Income Tax Law.
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Segment Reporting

2008 2007
Local Sales 72,150,868 57,915,769
Export Sales 50,017,059 54,540,936
Income from Investments 1,316,757 5,629,198

Financial Instruments

Financial instruments comprise financial assets and financial liabilities. Financial
assets of the Company include bank balances and cash, receivables and securities.
Financial liabilities of the Company include loans from financial institutions and
accounts payable.

Fair Value

The fair values of the financial assets and liabilities are not materially different from
their carrying values as most of these items are either short-term in nature or re-
priced frequently.

Credit Risk

Credit risks are those risks resulting from the default of counterparties to the
financial instrument to repay their commitment to the Company. The Company
limits its credit risk by only dealing with reputable banks and by setting credit limits
for individual customers and monitoring outstanding receivables. The maximum
exposure to credit risk is represented by the carrying value of each financial asset.

The Company's most significant customer accounts for JOD 3,860,511 of the
accounts receivables carrying amount at December 31, 2008. (2007: JOD 13,315,077)

Currency Risk

The management considers that the Company is not exposed to significant currency
risk. The majority of their transactions and balances are in either Jordanian Dinars or
US Dollars. As the Jordanian Dinar is pegged to the US Dollar, balances in US
Dollars are not considered to represent significant currency risk and the Company's
results or equity to movements in exchange rates is not considered significant.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will affect the Company's
income or the value of its holdings of financial instruments. As most of the
Company's financial instruments have fixed interest rate and carried at amortized
cost, the sensitivity of the Company's results or equity to movements in interest rates
is not considered significant.
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Equity Price Risk

Equity price risk results from the change in the fair value of equity securities. The
Company manages these risks through the diversification of investments in several
geographical areas and economic sectors. If the quoted market price of listed equity
securities had increased or decreased by 10%, the net result for the year would have
been reduced / increased by JD 1,015,830 during 2008 (2007: JD 1,544,711) and the
equity would have been reduced / increased by JD 654,065 during 2008 (2007:
1,430,000 JD).

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its net financial
obligation. In this respect, the Company's management diversified its funding
sources, and managed assets and liabilities taking into consideration liquidity and
keeping adequate balances of cash, and cash equivalents and quoted securities.

The table below analyses the Company's financial liabilities into relevant maturity
groupings based on the remaining period at the balance sheet to the contractual
maturity date.

Less than More than

one year one year Total
Due to banks 7,943,196 - 7,943,196
Accounts payable 11,544,950 - 11,544,950
Due to related parties - 35,856,761 35,856,761
Post dated checks & notes payable 32,466,795 - 32,466,795
Commercial papers 20,590,000 - 20,590,000
Loans 71,059,637 17,518,291 88,577,928
Bonds 11,360,000 - 11,360,000
Other current liabilities 7,044,974 - 7,044,974

162,009,552 53,375,052 215,384,604

Capital Management

The Company manages its capital structure with the objective of safeguarding the
entity's ability to continue as a going concern and providing an adequate return to
shareholders by pricing products and services commensurately with the level of risk.
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End of Report
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