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Kawasmy & Pastners CO.

Amman - Jordlan

Shmeisani, Al-Shareer Abdul Hameed Sharaf Sie BLD # 28
Tel  +962 6 5630700, Fax : 4962 § 5688598

Independent Auditor'y Report
To the General Assem bly
EFG Hermes — Jordan
{Limited Liabllity Company)
Amman - The Hashemite Kingdom of Jordan
Opinion
We have audited the finuncial statements of EFG Hermes — Jordan —Limited Linbility
Company “The Company™, which comprise of the statement of financial position as a
December 31, 2016, the statements of profit or lass and other comprehensive income, changes in

owners” equity and cash flows for the year ended 31 December 2016, and notes, comprising
significant accounting policies and other explanatory information.

In our opinjon, the accompanying financial statements give a true and fair view of the financial
position of the Compuny as at December 3 1, 2016, and of its financial performance and its cash
flows for the year ended December 31,2016 inaccordance with International Financial Reporting
Standards (IFRS).

Basis for Opinjon
We conducted our audit in accordance with International Standards on Auditing (1SAs). Qur
responsibilities under those standards are further described in the Auditor's Responsibilities for

have obtained is sufficient and appropriate to provide a basis for our opinion,

Responsibilitics of Maunagement and Those Charged with Governance for the Financiat
Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with IFRS, and for such imemal control a3 management determines is Necessary
10 enable the preparation of financial Stalements that are free from material misstatement, whether
due to fraud or error,

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

Those charged with Bovernance sre responsihle for overseeing the Company’'s financial reporting
process.

Auditor’s Responsibilitics for the Audit of the Financia) Statements

Qur objectives are to obigin reasonable assurance about whether the financial strements as g
whale are frec from materia) misstatement, whether due (o fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is g high level or assurance, but is not o
guarntee that an audit conducted in accordance with 1SAs will always detect 8 material
tisstatement when it exists, Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to infiuence the
economic decisions of users taken on the basis of these financial statements.

|
KPMG Kawasmy & Partners Ca + A gistered fordanian parinership under No {225},
is 8 memnber firm of KPMG International, a Swass coopenative



As part of an audit jn accordance with International Standards on Auditing, we exercise
professional judpment and maintain professional skepticism throughout the audit, We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to thase risks, and obtain audit
evidence that is sufficient and appropriate to provide n basis for our opinion, The risk of nai
detecting a material misstatement resulling from fraud is higher than for one resulting from error,
s fraud may involve collusion, forgery, intentional oimissions, 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 a&n
opinion on the effectiveness of the Company's internal conral,

Evaluate the appropriateness of accounting policies used and the reasoanbleness of accounting

estimates and related disclosures made by management,

Canclude on the #ppropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a materia) uncertainty exists related to evens
or conditions that may cast significan doubt on the Company’s ability to continue a3 a going
concem. If we conclude that a material uncertainty exists, we are required 1o draw attention in
our auditors” report 1o the reluted disclosures in the financal statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the sudit evidence obtained
up o the date of our auditors’ report. However, future events or conditions may cause the
Company 10 cease to continue as a going concern.

Evnluate the gveral| presenialion, structurc and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transections and events
in a manner that achieves falr presentation,

Kawasmy and P TS

KPMG
Hatem Kllwasmy ‘ Amman - Jordan
License No. (656) March 20, 2017

KPMG

Kawasmy & Partners Co.




EFG HERMES - JORDAN
(LIMITED LIABILITY COMPANY)
AMMAN- JORDAN

STATEMENT OF FINANCIAL POSITION

Jordanian dinar

Assets

Cash and cash equivalents

Receivable from customers — Margin & spot
Due from Securities Depositary Center

Duc from a related party

Other debit balances

Deferred tax assers

Intangible sssets

Property and equipment

Total assets

Liabilities and owner's efquity
Liabilities

Payables

Bank overdraft

Due to Securities Depositary Center
Due to related parties

Loan from a related party

Other credit balance

Total liubitities

Owner’s equity

Paid up capital

Statutory reserve

Retained eamings (accumulated losses)
Net owner's equity

Total liabilities and owner's equity

As of December 31,
Note 2016 205

8 1,521,004 557,328
7 4,081,351 3,336,777
42,639 -
i1 670 -
6 294,580 94,112
16 34,300 62,078
5 2,145 3,143
4 41,601 55,557
6,018,290 4,108,995
13 1,561,127 542,228
10 744,105 £6,203
- 149,500
11 - 45,858
I 354,500 354,000
12 229,854 44,707
2,389,586 1,222,493
1 3,000,000 3,000,000
9 121,697 86,173

7,007 (199.671)

3,128,704 2,886,502
6,018,290 4,108,995

The accompanying pages from (7) o (22) are en integral part of the financial stalements,

Chairmyg of Munagement Commitice

General Manager

Fingneial Manager



EFG HERMES - JORDAN
(LIMITED LIABILITY COMPANY)
AMMAN- JORDAN

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the Year Ended December 31,

Jordanian dinar Note 2016 2015
Brokerage commissions revenue 920,969 659,014
Margin financing interest revenue 257,738 254,339
Banks Interest revenue 178,920 2,618
Banks Interest expenses (102,388) (83,361)
Total Revenues 1,255,248 832,610
Administrative expenses 14 (883,377) (811,891)
Depreciation and smortization 4.5 (17.476) (12911
Other revenues 845 1,647
Profit for the year before tux 355,240 9,455
Income tux expenses 16 (113,038) (2,269)
Profit for the year after tax 242,202 7,186
Other Comprehensive Income for the year - -
Total Comprehensive income for the year 242,202 7,186

The accompanying pages from (7) w {22) are an integral part of the financial statements.

Chairmuyn of Manggement Commitiee General Manager Financiai Manaper



EFG HERMES - JORDAN
(LIMITED LIABILITY COMPANY)
AMMAN- JORDAN

STATEMENT OF CHANGES IN OWNER'S EQUITY

Retained
earnings
Paid up (Accumututed Statutory
Capital Losses) Reserve Tatal
Jordanian dingr
For the yeyr ended December 31, 2016
Balance as of January t, 2016 3,000,000 (199,671} 86,173 2,886,502
Total comprehensive income for the year - 242,202 - 242,202
Transferred to statutory reserve - (35,524) 35,524 -
Balance as of Decem ber 31, 2016 3,000,000 7,007 121,697 3,128,704
For the Year cnded December 31,2015
Balance as of January 1, 2015 3,000,000 (205,912) 85,228 2,879,316
Total comprehensive income for the year - 7,186 - 7.186
Transferred 10 statutory reserve - (945) 945 -
Balazice us of Decomber 31,2018 3,000,000 (199,671) 86,173 2,886,502

The sccompanying pages from (7) to (22) are an integral part of the fj

nancial statements.



EFG HERMES - JORDAN
(LIMITED LIABILITY COMPANY)
AMMAN- JORDAN

STATEMENT OF CASH FLOWS

For the year ended December 31,

Jordanian dinar Note 2016 2015
Cash flows from operating activities

Profil for the year before tax 355,240 9,453
Adjustments:

Depreciation and Amortization 4.5 17,476 12,911
Banks Interest revenue {178,929) (2,618)
Employees bonus provision 101,228 41,688
{Gain) from sales of property and equipment (528) -
Operating profit before changes in working capital 294,487 61,436
ftems

Changes in working capital [tems:

Due from a related party (670) 5,153
Other debit balances (200,468) (9.483)
Due from securities depository center (192,139) (39,500}
Receivable from customers — Margin & spot (744,574) (134,872)
Tax payments (39,783) -
Other credit balances 38441 (5,908)
Payables 1,018,902 (6,350)
Net cash Mlows from (used in) operating activities 174,196 (129,524)

Cash flows from investing nctivities

Purchase of property and equipment {2.624) (19,046)
Acquisition of intangible nssets - -
Received interest revenue 178,929 2,618
Disposzls 631 -
Net cash flows fram (used in) Investing activitics 176,936 (16,428)
Cash flows from financing activities

Due to related parties (45,858) 41,207
Loan from related parties 500 -
Net cush flows (used in) from financing nctivities (45,358) 41,207
Net change in cash and cash cquivalents during the year 305,774 {104,745)
Cush and cash equivalents af the beginning year 471,125 575,870
Cash and eash equivalent for cash Mow purpose 8 176,899 471,125

The sccompanying pages from (7) 1o (22) are an integral part of the financial statements



1)

2)

u)

b)

d)

EFG HERMES - JORDAN
(LIMITED LIABILITY COMPANY)
AMMAN- JORDAN

NOTES TO THE FINANCIAL STATEMENTS

GENERAL

EFG HERMES - Jordan (formally known as: Tadawol for securities and Financial Services) which
called hereafler “The Company * was registered at Companies Control Department in the M inistry
of Trade and Industry under registration number (11172) in December 7, 2005 with a share capital
ol 2,750,000 Jordanian Dinar. On June 22, 2010 all shares were sold 1o EFG - HERMES holding
Company registered in the Argh Republic of Egypt, which become the owner of 100% of the
Company’s capital. Moreover, the Company's general Assembly approved in jts extraordinary
meeting held on November 13, 2011 10 increase the Company's paid - up capital by an amount of
JOD 250,000 1o reach JOD 3,000,000.

The Company started its operations und brokernge activities in Amman Stock Exchange on May
25, 2005.

The Company acquired the margin-financing license and started jts margin trading operations
accordingly on July 24, 2007,

The Company's main objectives are:

Offering of securities brokerage cxcept dealing with stock on glabal exchanges,
Offering of financial and technical consulting,

Performing financial, economic and marketing research and studies.

Margin fingncing services.

The Company’s main address is Amman - Al Shimaisani,

The financial statements have been approved by the board of managing Directors on March 20,
2017 and it's subject to 8eneral essembly approval.

BASIS OF PREPA RATION OF FINANCIAL STATEMENTS

Statement of Compifance

The financial statements have been prepared in accordance with International Financial Reporting
Standurds (IFRS),

Basis of Measurement

The financial statements have bee prepared on the historical cost basis, except for financial assels
and liabilities.

Functional and Presentation Currency

These financial statements are presented in Jordanian Dinar, which is the Company's functional
currency.

Use of Estimates and Judgmenty

The preparation of financinl Statements in accordance with internationu) financial reporting
standards requires management to maeke judgments, estimates and assumptions that aflect the
application of accounting policies and the reported emounts of assets, liabilities, income ang
expenses, actuzl results may differ from these estimates,

Estimates and underlying assumptions are reviewed on an angoing basis, the revisions 1o accounting
estimales are recognized in the period in which the estimate js revised and in any future perivds
affected,



EFG HERMES - JORDAN
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NOTES TO THE FINANCIAL STATEMENTS

In particular, information about significant areas of estimation uncertainties and critical judgments
in applying accounting policics that have the most significant cffect on the amounts recognized in
the financial sistements are summarized as follows:

= Manngement provides a provision [or doubtful accounts based On management’s estimates for the
recoverability of these nccounts in conformity with [FRSs,

- Management recognizes the income tax expense for the year based on jts estimation of the taxable
income in accordance to the effective laws and tegulations and (IFRS) as well as the calculation of
deferred tax assets and the required income tax provision.

- Management periodically reassesses the economic useful lives of tangible and intangible assels
based on the general condition of these nssets and the expectation for their useful economic tives in
the future,

= Management frequently reviews the lawsuits raised against the Company based on a |egal study
prepared by the Company's legal ndvisors. This study highlights potential risks that the Company
may incur in the fiture.

= Falr value measurement ;

liability takes place either:

= In the principal market for the asset or liability, or
In the ubsence of & principal market, in the most advantagcous market for the nsset or liabiljty

o
i

The principal or the most advuntageons market must be accessible to by the Company.

The asset or liability measured at faie value might be either of the foilowing:
A-  Stend-alone asset or liability; or

B- A group of ussets, group of liabilities or n group of assets and linbilities (e a cash generating unit
or a business),

A number of the Company*s accounting policies and disclosures require the measurement of fair
velues, for both finencial and non-financial assets and liabilities,

If third party information, such as broker quotes or pricing services, is used to measure fair values,
then the valuation team assesses the evidence obtained from the third parties (o support the
conclusion that such valuations meet the requirements of IFRS, including the level in the fair value
hierarchy in which such valuations should be classificd. Significant valuation issues are reported
to the Group Audit Commitiee.

Management believes that its estimates and underlying assumptions are reasonable and sufTicient.



e)

= e e s elaille o

EFG HERMES - JORDAN
(LIMITED LIABILITY COMPANY}
AMMAN- JORDAN

NOTES TO THE FINANCIAL STATEMENTS

Significant necounting pulices

The accounting policies epplied by the Company in these financial Statements for the year ended
December 31, 2016 are the same as those applied by the Company in its financial statements for
the year ended December 31, 2015, except for the following International Financial Reporting
Standards effective on or after Januery 1, 2016 which ere as follows :

IFRS 14 Regulatory Deferral Accounts

Amendments to IFRS 10, IFRS 12 and IAS 28

Amendments to IFRS [1: Accounting for Acquisitions of Interests in Joint Operations
Amendments 10 }AS 16 and IAS 38

Amendments o [AS 16 and 41: Bearer plants

Amendments to IFRS 10 and IAS 28

Amendments to IAS 27; Equity methad in separate financial statements

Amendments 10 1AS |

Annual improvements 1o [FRSs 2012-2014

The application of these amended standards did not have a significant effect on the Company’s
financial statements,

The following are the significant adopted accounting polices:

Intangible Asscts

Intangible assets with definite useful lives are amortized over their useful lives und are recognized
at cost less nccumuiated amortization and any impairment losses. Amortization of assets shall be
recognized in the statement of profit or loss, However, intangible assets with an indefinite useful
life should not be amortized and it is required 10 be tested for impairment as at the financial
Statement date. Any impairment in its amount to be recognized in the statement of profit or loss, the
intangible assets are amortized as follows:

Intangible assets Annual amortization Rate
Brokerage license 20%
Compuier software 25%
Website 25%

Praperty and equipment

liems of property and equipment are measured at cost Jess eccumulated depreciation and any
impairment fosses,

Cost includes expenditures that gre directly attributable to the acquisition ol the property and
equipment,

When parts of an jtem of property and equipment have different usefu] live , they sre accounted
for as separated items of praperty and cquipment.

Gains and losses on disposal of an item of property and equipment are determined by comparing
the proceeds from disposal with the carrying amount of property and equipment and are
recognized net within the statement of profit or loss and other comprchensive income,



EFG HERMES - JORDAN
{LIMITED LIABILITY COMPANY)
AMMAN- JORDAN

NOTES TO THE FINANCIAL STATEMENTS

Subsequent costs

The cost of replacing part of an item of property and equipment is recognized in the carTying
amount of thet item if it is probable that the future economic benefits embodied within that part
will flow 1o the Company and its cost can be measured reliably.

The costs of the day—io -day servicing of pruperty and equipment are recognized in the statement
of profit or loss as incurred,

Depreciation

Depreciation is recognized in the statement of profit or loss on a straight line basis over the
estimated useful life of ench part of zn item of property and equipment,

Property and equipment are deprecinted using the following rates:

Property gnd ¢quipment Annual depreciation Raute

Furniture and fixtures % 10

Tools and equipment % 15

Decorations % 1S

Computers % 25

Vehicles % 15
Reccivablcs

Receivable arc stated at its net recovernble amount after deduction of allowance {or doubtful debt
provision,

Impairment

Financinl Assets

A financinl asset is assessed at cach reporting date to derermine whether there is objective evidence
that it is impaired,

A financial assel is impaired if objective evidence indicates that a loss event has occurred after the
initial recognition of the asset, and that the loss event had a negative effect on the estimated future
cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financin) asset measured at amontized cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash flows
diseounted at the asset's original effective interest rate.

Individually significant financinl assets are tested for impairment on an individual basis.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after
the impairment loss was recognized. I'or financial asscis measured at umortized cost, the reversal
is recognized in the statement of profit or loss.

Non-Financial Assets

The carrying smounts of the Company's non-financial assets are reviewed at each reporting dnte
1o determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated,

An impairment loss is recognlzed if the carrying amount of an asset or cash generating unit exceeds
its estimated recoverable pmount.

Recoverable smount is the higher of an assct's fair value less costs 10 sel) and its value in use,
All impairment losses are recognized in the statement of profit or loss,

10
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Revenue recognition

Revenue represents commissions earned from stocks trading (sell or buy) for the brokerage cliens
and margin finance. Revenue is recognized when transactions (sell or buy) are performed and
service is rendered to the client on an accrual busis.

Other revenues are recognized on an accrual basis.

The interest revenues and margin financing are recognized in the period in which they are earned
on the effective Interest rate method.

Transnctions in foreign currencies

Transactions in forelgn currencies are translated to Jordanian Dinars, using the rates prevailing at
the date of transactions. Asscts and liabilities denominuted in foreign currencies are translated to
Jordanian Dinars using the average rate prevailing on December 31. Exchange gains or losses
resulting are recorded in the statement of profit or loss,

Offsetting

Financinl assets and lisbilities are offset and the net amonnt is reported in the statemment of financial
position when there is a legally enforceable right to offset the recognized smounts and there is an
intention to settle on 2 net basis or realize the asset and settle the linbility simultaneously.

Provislons

A provision is recognized if, as a result of & past event, the Company has a present (legal or
contractual) obligation that can be estimated reliably, and it Is probable that an outflow of economic
benefits will be required 1o sentle the obligation.

Income tnx

Income tax expense comprises of current and deferred tax. Income tax expense is recognized in
statement of profit or loss excepl to the extent that it relates to items recognized directly in equity,
in which case it is recognized through statements of other comprehensive income.

Current tax is the expected income tax payable for the year, using tax rates enacted or substantively
enacted ot the reporting date, and any adjustment to tax payable in respeet to previous years,

Deferred tux is recognized using the financial position method, providing for temporary differences
between the carrying amount of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes.

Deferred tax is measured at the tax rates that are expected 1o be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the
reporting date,

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current
tax liabilities and assets, and they relate to incasme txes levied by the same tax autherity on the
same taxsble entity, or on different taxable entities, but they intend to sartle current tax liabilities
and assels on a net basis or their tax ussets and liabilities on a net basis or their 1ax assets and
liabilities will be realized simultaneously,

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be
availzble against which a temporary difference can be utilized.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it {s no
longer probable that the related tax benefit will be realized.

Current tax payable is calculated at the tax rate of 24% in accordance with prevailing income tax
law in Jordan ot the date of the financial statements.

I
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3) NEW AND REVISED STANDARDS

A number of new standards, amendments and improvements to standards and interpretations are
effective for annual periods beginning on January 1, 2017, and have not been applied in preparing
these financial statements.

New standards

IFRS 15 Revenue from Contracts with Customers (efTective from 201 7
IFRS 2 Financiai Instruments (effective from 2018)
IFRS 16 Lesses (cffective 31 December 201 9

Amendments

Disclosure Initiative (Amendments 1o IAS 7). (Effective from 2007).

Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to IAS [2),
{Effective from 2017),

Sale or Conlribution of Assets hetween an Investor and its Associate or Joint Venture
{Amendments to IFRS 10 and IAS 28).

Classification and Measurement of Share-based Payment Transactions {Amendments to IF RS
2) (Effective from 201 8).

The Company anticipates that each of the above standards and interpretations (amendments) will
be adopted in the financial statements by its date mentioned nbove without having any material
impact on the Company's financial statements
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EFG HERMES - JORDAN

(LIMITED LIABILITY COMPANY)

AMMAN- JORDAN

NOTES TQ THE FINANCIAL STATEMENTS

5) INTANGIBLE ASSETS

The details of this balance is as follows:

Jardanian dinar

December 31, 2016

Cost

Balance as of Janvary 1, 2016
Balance as of December 31, 2016

Accumulated amortization

Balance as of January 1, 2016
Amortization for the year
Balance as of December 31, 2016

December 31, 2015

Cost
Balance as of January 1, 2015
Balunce as of December 31, 2015

Accumulpted amortization

Balance as of January 1, 2015
Amortization for the year
Balance as of December 31, 2015

Net book value as of;
December 31, 2016

December 31, 2015

6) QTHER DEBIT BALANCES

Jordanian dinar

Prepaid expenses
Seitlement guarantee fund
Income tax deposit

Other receivables
Refundable deposits
Accrued revenucs

Provision for doubtful debts

In Jordanian Dinar
Receivable from Spot customers®

Receivable from margin customers**

7) RECEIVABLES FROM CUSTOMERS - MARGIN & SPOT

Brokerage Computer
License Sofiware Website Totul
200,000 34,129 2,708 236,837
200,060 34,129 2,708 236,837
200,000 30,986 2,708 233,694
- 998 - 00§
200,000 31,985 2,708 234,692
200,000 34,129 2,708 236,837
200,000 34,129 2,708 236,837
200,000 28,343 2,708 231,051
- 2,643 - 2,643
200,000 30,986 2,708 233,694
- 2,145 - 2,145
- 3,143 - 3,143
As of December 31,

2016 2015
79,403 49,057
200,000 25,000
8,848 §,702
83,119 86,168
550 525
= 2;000
(77,340) (77,340)
294,580 94,112

As of December 31,

2016 2015
18 632,931
4,081,333 2,703,846
4,081,351 3,336,777




EFG HERMES - JORDAN
{LIMITED LIABILITY COMPANY)
AMMAN- JORDAN

NOTES TQ THE FINANCIAL STATEMENTS

* The below schedule shows receivables maturity periods as of December 31:

In Jardantan Dinar 2016 2015
Not matured yet - 632,881
Mature after a week and less than o 60 days 18 3
Mature after 61 days and less than a 90 days - -
Mature after 91 days and less than a 180 days - 16
Maturc for more than 186 days - 31
18 632,931

* The Company is granting facilities for margin customers up to 50% initial margin from the market
value of the acquired securities which should not decline to 30% (maintenence margin) from the value
of the customers investment based on Margin Finance Instructions for the year 2006 and its
amendments for the year 2013 issued by the Securities Exchange Commission, with interest rate
ranging between (6-8%) and with the guarantec of the funded invesiments where they are monitored
on a regular basis, the details on December 3 1, 2015 are as follows;

-Total market value of portfalios are JOD 12,293,616,

- Total amaunt funded by the Company JOD 4,081,333,

- Toial funded by customers (snfety margin} 10D 8,212,283,

- The ratio of funded by the customers to total market value of the portfolios are 67%.

Moreover, the Company follow a policy ta ebtain sufTicient guarantees from its customers, where
appropriate, to mitigate the risk of financial losses due to default,

#) CASH AND CASH EQUIVALENTS

As of December 31,
Jordunian dinar 2016 2015
Cash on hand 75 1,300
Cash at banks - current accounts 1,520,929 556,028
1,521,004 557,328
Bank averdraft - note (11) (744,105) (86,203)
Cash and cash equivalent for cash flow purposes 776,899 471,125

Y) STATUTORY RESERVE

According to the Jordanian Companies Law No, (22) For the year 1997 Article No, (70) the Company
deducts (10%) of its annual net profit for the nccount of the statutory reserve, and will continue to
deduct the same percentage each year provided that the total deducted amounts for the said reserve
shall not exceed the Company's capital,” this reserve shall not be distributed among owners.

10) BANK OVERDRAFT

This item represents the utilized balance from overdralt limit granted by the Audi Bank ns of December
31, 2016. Moreaver the Company has obtained several overdrall limits from several local banks with
the following details;

u- Overdraft — Audi Bank: credit facilities represented in an overdraft account with a limit amounted
to JOD 2,500,000 and an interest rate of 7.75% annually.

b- Overdralt - Egyptian Arab land Bank: credit lucilities represented in an overdraft account with a
limil amounted 1o JOD 2,000,000 end an interest rate of 7.25% annually.
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11) TRANSACTIONS AND BALANCES WITH RELATED PARTIES

——t

(11-1) Transactipns with reluted parties

Through the year, the transactions with related parties in the ordinary course of business, and in
conditions that are accepted hetween parties were as follow:

Volume of Transactions

Jordanian dinar Nature of Nuture of as December 31,
Relation Transactions 2016 2015
Company’s name .
Parent Commissions and
EFG Hermes - Holding Company  head office charges 45,927 59,177
Sister
EFG Herms for brokerage Company Commissions 1,714 59,973
Sister
EFG Herms / UAE Company Expenses 24 9,330
Sister
EFG Herms / IFA Company Expenses - 1,589
(11-2) Dye from a related party
As of December 31,
Jordanian dinar Nature of Relation 2016 2015
EFG Hermes - Holding Parent Company 670 -
670 -
(11-3) Due to rglufed parties
As of December 31,
Jordanian dinar Nature of Relation 2016 2015
EFG Hermes - Holding Parent Company - 10,009
Financiul Brokerage Group Sister company - 35,849
- 45,858

The balances with refated partics bears no interest and has no repayment schedule,

(11-4) Benefits of Senigr Management and Management Commitiee

Short-lerm senior management and management committee benefits during the year amounted (o JOD
56,717 (JOD 240,183: 2015),

{11-5) Loan from a related party

The item represents a supporting loan obtained by the Company from its parent (EFG -
Hermes Holding), which has been renewed on May 13, 2015 for the purpose of financing
the Company's operations 10 mature on May 12, 2017. This loan is granted with no
guarantees and bears no interest.
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12) OTHER CREDIT BALANCES

As of December 31,
Jordanion dinar 201a 2015
Employees bonus provision 142,916 41,688
Accrued expenses 142 184
Income tax deposits 36 1,335
Employee’s income tax - -
Due to capital market instittion 1,500 1,500
Company income tax liability 85,260 -
229,854 44,707
t3) PAYABLES
As of December 31,
Jordanian dinar 2016 2015
Brokerage customers accounts 1,539,256 378,357
Margin financing customers® accounts 17,822 156,847
Suppliers’ accounts 4,049 7,021
1,561,127 542,225

i4) ADMINISTRATIVE EXPENSES

For the year ended December 31,

Jordanlan dinar 2016 2015
Employee's salaries and benefits 373,987 357,014
Company's contribution in social security 36,765 33,866
Boenuses to employees 156,879 105,778
Rents 4,029 34,061
Post, telephone and internet 49,784 19,179
Investor protection fund 33,942 22,510
Technical support expenses 6,990 32,030
Professional fees 25,428 19,004
Agent commissions 5115 74,670
Stock sales commission 46,620 32,100
Licenses, fees and subscriptions 14,456 13,008
Utilities 8,222 8,331
Health and other insurance 34,418 25,296
Trave! and transporiation 4,105 15,880
Hospitality 1,857 4,778
Stationary and printing 6,594 3,494
Advertising and promotion 3,413 1.9i6
Trading errors 1,269 179
Cleaning 1,995 416
Lmployees Training 6,837 807
End of service indemnity 21,753 -
Others 8,979 7,574
883,377 811,891
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15) CONTINGENT LIABILITIES

As at the date of the (inancial statemients, the Company was contingently liable against bank
guurantees in the amount of JOD 853,000 with no cash margins (JOD 853,000 : 2015), These bank
guarantees are gunranteed by the parent Company.

16) TAX STATUS
{16-1) DEFERRED TAX ASSETS

u- The detatls of this balance is as follows:

As of 31 December 2016

Jardmrian dinar Beginning Ending Deferred tax
In¢luded accounts. balance  Additions Relcased  balance 2016 2015
Accumulated fosses 216,970 - 216,970 . - 52,073
Employees bonus

provision 41,688 142,916 4} GBS 142,916 34,300 10,005
Toltn) 258,658 142,916 258,658 142,916 34,300 62,078

The movement on the deferred tax assets account during the year was s follows:

Jordanian dinar For the year ended December 31,
20t6 2015
Bolance al the beginning of the year 62,078 64,347
Amoriization of deferred tax assets during the year — net (27,778) {2,269)
Balance at the end of the year 34,300 62,078

b- Income tax expense presented in the Statement of profit or loss and other comprehensive income
consists of the following:

la Jordanian Dinar 2016 2015

Income tax of the year 85,260 -

Deferred tax assets -Net 27,778 2,269
113,038 2,269

- The following is o summary of the reconciliation between accounting profit and taxable profit:
For the year ended on December 31,

In Jordanian Dinar 2016 2015

Accounting profit 355,240 9,455
Non-deductible expenses - -
Taxable Prafit 385,240 9,455
Income tax rate 24% 2484
Income tax for the year 85,260 -

The Company reached to u final settlement with the Income and Sales Tax Department up to the year
ended 2014 except for the year 2012 which have not been reviewed by Income and Sales Tax
Department yet. Management believes that the Company will not incur any additional tax abligations
against the year 2012, contrary to what has been recarded in the financial statements. Moreover in the
opinion of management and it’s tax consultant, the provision recorded in the financial statement is
sufficient 1o meet tax obligations,
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17} FINANCIAL INSTRUMENTS

The Company has exposure to the following risks from its use of financial instruments:
e Credit risk
» Liquidity risk
« Market risk
e Capital Management

This note presents information abowt the Company's exposure to each of the above risks, the
Company's objectives, policies and processes for measuring and managing risk, and the Company's
management of capitel, Further quantitative disclosures are included throughout these financial
statements.

The local management supported by the Group's management has overall responsibility for the
establishment and oversight of Company’s risk mansgement frarmework.

The Company's risk management policies are estoblished to identify and analyze the risks faced by
the Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.

Risk management policies and systems are reviewed regularly to reflect changes in market conditions
and the Company's activities. The Company, through its training and management standards and
procedures, aims to develop o disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Company's management oversees how management monitors compliance with the Company's
risk management policies and procedures and reviews the adequacy of the risk manogement
framework in relation 10 the risks faced by the Company.

= Credit risk

Credit risk is the risk of financial loss 1o (he Company if a customer or counterparty {o o financial
instrument fails to meet its contractual obligations, and arises principally from the Company's trade
and other receivables, The Company continuously reviews customers’ accounts through the aging
reports for any averdue amounts and properly account for these amounts through either booking bad
debts or selling stocks from customers portfolios as per the agrecments with the customers,

The carrying amount of the financial assets represents the highest amount that can be exposed for the
credit risk as of the financlal statements dates as follows:

Carrylng amount as of December 31,

Jordantan dinar 2016 2018

Cash at banks 1,520,928 556,028

Receivable from customers - Margin & spot 4,081,35] 3,336,777

Other debit balances 294,580 94,112
5,896,859 3,986,917

- Liguidity risk
The liquidity risk that may occur arises from the threst of one or more of the Company's clients’
inability to pay the amount owed to the Company, or it may arise from the risk that (he Company may
not be able to meet its contractual obligations. Also, the Company mainizins credit facilities
represented In an overdmft bank account to face short term liabilities:
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The following are the contracted maturities of financial liabilities, including estimated interost
payments;

More
Book Contracted 6 months 6-12 than one

Jordanian dingr value cash flows or less maonths yerr
As of December 31, 2016 - -
Bank averdrafi 744,105 (744,105)  (744,105) - -
Payables 1,561,127 (1,561,127) (1,561,127) - -
Duc from Sccurities Depositary Center - - - - -

Due to related parties

Other credit balances 229,854 (229,854) (229,854) - -
Loan from related party 354,500 (354,500) __ (354,500) - -
Total 2,889,586 (2,889,586) (2,889,586) - -
As of December 3, 2015

Bank overdraft 86,203 {(86,203) (86,203) . -
Payables 542235 (542,225)  (542,225) - -
Due from Securities Depositary Center 149,500 (149,500) (149,500} - -
Due to related partics 45,858 {45,858) (45,858) - -
Other credit balances 44,707 (44,707) {44,707) - -
Loan from related party 354,000 {354,000)  (354,000) - -
Total 1,222,493 (1,222,493) (1,222,493) - -

- Market risk

Market risk is the risk that changes in market prices, such as forcign exchange rates, interest rate and
equity prices will affect the Company's profit or the value of its holdings of financial instruments,

The objective of markel risk management is 1o manage and control market risk exposures within
acceptable parameters, while aptimizing the retum. The company has minimal exposure to market risk.

= Currency risk
The Compuny may be exposed 1o currency risk on sales, purchases and borrowings that are denominated
in a currency other than Jordanian Dinar. Transactions dominated in currencies other Jordanien Dinar
is in US Dollar and since US Dollar is pegged against Jordanian Dinar; the company’s exposure in
currency risk is minimal,

* Interest rate risk

The interest rate risk is related to possible volatility of the financial instruments due to changes in the
market interest rate. The company is currently working on preparation of several policies to mannge
this 1ype of financial risk within the specific strategies, which holds the Company's management
oversight to control these risks.

The Company's interest bearing financial instruments at the date of this financial statement are as
follows:

As of December 31,
Jardanlan dinar 2016 2015
Fixed Rate Financin] assets Instruments 4,081,333 2,703,846
Fixed Rate Financial liabilities Instruments (744,105) (86,203)
3,337,228 2,617,643
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An increase in the interest rate price 1% will [ead to incrense In finance expenses with an amount of JD
33,372 a decreuse in the interest rate price 1% will lead to decrease in finance expenses with an amount
of (JD 33,372),

= Sensitivity annlysis for the fair value for Fixed Rate Financial Instruments
The Company does not account for any fixed rate financial assets and liabilities #t fair value through
profit or loss, and does not account for derivatives as hedging instruments by using fair value mode);
therefore, a change in interest rates a1 the reporting date would not affect profit or foss.

- Capital Management
The Company's policy is 1o maintain 2 strong cupital base 5o /S to maintain investor, creditor and market
confidence and to sustain fiture development of the business.

The management secks 10 maintain a balance between the higher returns that might be possible with
higher levels of borrowing and the advantages and security afforded by a sirong capital base.

18) Fair Value Hierarchy

The table below analyses financial instruments carried at fair value, by valuation methed. The different
levels have been defined as follows:

Level I: quoted prices (unadjusted) in active markets for identical assets or liabijlitles

Level 2: inputs other than quoted prices included within Leve) 1 that are observable for the asset or
liahility, either direcily (i.e., as prices) or indirectly (i.e., derived from prices), Prices quoted in active
markets for similer instruments or through the use of valuation model that includes inputs that can be
traced 10 markets, these inputs good be defend directly or indirectly.

Level 3: inputs for the esset or liabllity that are not hased on observabie market data {(unabservable
inputs).

A. Financial assets and liabilities thut are measured at [nir value on a recurring basis:

December 31, 2016
Jordaninn Dingr Currying Amaunt Fair Yalue
Level | Level 2 Level 3
Financial Assets
Cash and cash equivalent 1,521,004 1,521,004 - -
December 34, 2015
Jordanion Dinar Carrying Amouni Fair Value
Level 1 Level 2 Level 3

Financial Assets
Cash and cash equivalent 557,328 557,328 - -

Management believes that the carrying amount of these financial nssets approximate their fair valye,
There were no transfers between level | and level 2 during the year 2016,
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B. Firancial asscls and liabilities that are not mensured at fajr value:

Deceriher 31, 2016

Jordunian Dinar Carrying Fair Value
Amount Level | Level2  Level3

Financial assets;

Receivables from customers - Margin & Spot 4,081,351 - 4,081,351 -
Financial Liabilities
Bank overdrafi 744,105 - 744,105 -
Payabies 1,561,127 - 1,561,127 -
Loan from a related party 354,500 - 354,500 -
December 31, 2015
Jordunian Dinar Carrying Fair Value
Amownt _Levell  Amount Level 3
Financizl assets:
Receivables from customers — Margin & Spot 3,336,777 - 3,336,777 -
Financial Linbilities
Bank overdrafl 86,203 - 86,203 -
Payables 542,225 - 5427225 -
Due to Security Depositary Center 149,500 - 149,500 -
Due ta related parties 45,858 - 45,858 -
loan from a related party 354,000 - 354,000 -

For items illustrated abave, level 2 fair values for financial nssets and liabilities have been determined
based on effective Interest rates and [he agreed upon pricing models, which reflects credit risks for
parties dealing with the Company.

Management believes that the carrying amount of these financial pssets approximate their fair value
due to their short term maturities or of re-pricing their interest rates,

There were no transfers between level | and Jevel 2 during the year 2016.
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As of December 31,

Jordarian dinar Note 2016 2015
Assets
Cash and cash equivatents 8 1,521,004 557324
Recsivable from customers — Moergin & spot 7 4,081,351 3336717
Due from Securities Dcpository Center 42,639 -
Due from n related parry 11 670 :
Other debit balances ] 204,580 94,112
Deferred myx nasety 16 34,300 62,078
Intangible assots 5 2.145 3,143
Property and cquipment 4 41,601 35,557
Total zesets 5,018,200 4,108,995
Liabitities and owner's equity
Liabliities
Paysbles 13 1,561,127 342,225
Bank overdrft 1o 744,105 36.203
Due to Seeuritiag Depositary Center . 149,500
Due to related parties 11 - 45,858
Loan from a related party n 354,500 334,000
Other credit balanes 12 229,854 44,707
Total Mlahikeles 7,889,586 1,222,493
Owner's equily
Peid up capita) ! 3.000,000 1,000,000
Statutory reserve 0 121,697 45,173
Retained cornings (oceumulated losses) 7,007 (199.671)
Net owner's equity 3,128,704 2,886,502
Total liabilities and owner's tquity 6,018,290 4,108,995

The accompanying pages from (7) to {24) are an integral port of the Anancial siatemnants
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Jardanlan dinar

Brokerage commissions revenuc
Margin finanoing interest revenue
Bunks Interost revenue

Banks Interest expenges

Tatsl Revenues

Administrativa expanses
Depreeiation and amortiztion
Other revenucs

Profit for the year before tux

Income 1ax expenses

Profit for the yonr afier 1aa
Other Comprehensive Income fise the yeur

Totat Comprehonsive Income for the yeap

For the vear Ended December 31,
2015

Note 2016 ="
920,969 639,014
257,738 254,139
173,029 2618
(102,388) (83,361)
1,255,248 832610
14 (883,377) (311891
45 (17.475) (12.91%)
845 1,647
355,240 9,455
16 (113,038 (2,269)
242,202 7188
241,262 7186

The accompanying pages from (7) 1o (24} nre an Integral pant of the financin! staements
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