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VY-
!! Jordan Hotels & Tourism Co PLC

Monday, March 25, 2019
Ref:1/13/ |6\

Messrs. Amman Stock Exchange
Amman -Jordan

Sub: Audited Financial Statements for the fiscal vear ended 31/12/2018

Attached is the Audited Financial Statements of (Jordan Hotels & Tourism Company) for
the fiscal year ended 31/12/2018.

Kindly accept our appreciation and respect

Yassin Khalil Talhouni /@‘
Managing Director/ Vice Chalrmaﬁ‘b ’Eu “x N\
i 4

g Rt i d
5 \.._"

CC.: Acc.

BN

Jabal Amman, Al Sharif Hussein Bin Ali Street, Astra Plaza Building No. 137 | P.O. Box 35103 Amman 11180, Jordan | Tek +962 6 4619696/7 | Fax: 4962 64641371 \Q_
Email: JHTC@zara.com jo N
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of

Jordan Hotels and Tourism Public Shareholding Company
Amman - Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Jordan Hotels and Tourism Company (the
‘Company”), which comprise the statement of financial position as at 31 December 2018, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2018, and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Opinion

We conducled our audit in accordance with International Standards on Auditing {ISAs). Our
responsibilities under those standards, are further described in the Auditor's Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant
to our audit of the financial statements in Jordan, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements for the year ended 31 December 2018, These matters
were addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter provided in that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
financial statements section of our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond ta our assessment of the risks
of material misstatement of the financial statements. The results of our audit procedures, including
the procedures performed to address the matters below, provide the basis for our audit opinion

on the accompanying financial statements.

Key Audit Iltem 1: Revenue Recognition

Key Audit Item

Revenue recognition was considered a key audit
matter due to the risk of the misstatement of
revenue recording and recognition as a result of
the high volume of relatively low value
transactions. A risk is also present in that invoices
may be issued for services that are not rendered
or services rendered but not billed or recorded and
hence may result in an overstatement or
understatement of revenue. The Company
focuses on revenue as a key performance
measure, which may create an incentive for
revenue to be recognized before rendering the
service. Operating revenue for the year ended 31
December 2018 amounted to JD 18,576,641
(2017: JD 19,902,851).

How the key audit matter was addressed in
the audit

Audit procedures included testing the Company's
controls around revenue recognition and key
manual controls in the revenue recognition
process. We performed detailed analytical
procedures for the gross margin on a monihly
basis for all types of revenue (Rooms, Food and
Beverages, and Other departments). Having built
expectations about revenue figures for the year
we performed substantive analytical procedures
using financial and non-financial information. We
selected and tested a sample of daily reports
based on which revenue is recorded to ensure
proper revenue recognition. We selected a
sample before and after the cutoff period to
assess whether the revenue was recognized in
the correct period.
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Other information included in the Company’'s 2018 annual report.

Other information consists of the information included in the annual report, other than the financial
statements and our auditor's report thereon. Management is responsible for the other information.

The Company's annual report is expected to be made available to us afier the date of this auditor's
repont.

Qur opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information; we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

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

Those charged with governance are responsible for overseeing the Company's financial reporting
process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exist. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion, The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal controi relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

. Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
hased on the audit evidence obtained up to the date of our auditor’s report. However future
events or conditions may cause the Company to cease to continue as a going concern.
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« Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards,

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current period,
and are therefore the key audit matters. We describe these matters in our auditor’s report, unless
law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonable be expected to outweigh the public
interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

The Company maintains proper books of accounts which are in agreement with the financial
statements.

The partner in charge of the audit resulting in this auditor's report was Bishr lbrahim Baker; license
number 592.

Amman — Jordan +
21 March 2019 M



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY

STATEMENT OF FINANCIAL POSITION
As AT 31 DECEMBER 2018

ASSETS

Non-current assets -

Land

Property, plant and equipment

Project under construction

Financial assets at fair value through other
comprehensive income

Current assets -
Inventories

Accounts receivable

Other current assets

Cash on hand and at banks

TOTAL ASSETS

EquitTy AND LIABILITIES

Equity -

Paid in capital
Share premium
Statutory reserve
Voluntary reserve
Retained earnings

Total Equity
Liabilities -

Non - Current liabilitles
Deferred tax liability

Current liabilities -
Accounts payable

Due to a related party
Other current liabilities

Income tax provision

Total Liabilities
ToTAL EQUSTY AND LIABILITIES

m ~

10

158

12
13
15

2018 2017
JO JD
751,011 710,464
23,926,802 24,781,210
425,811 -
30,000 30,000
25,133,624 25,521,674
84,354 100,407
589,763 848,209
775,067 722,552
7,605,012 7,736,807
9,054,196 9,408,075
34,187,820 34,929,749
10,000,000 10,000,000
505,173 505,173
2,569,247 2,569,247
3,800,824 3,800,824
14,156,100 14,659,670
31,031,344 31,634,914
164,047 131,887
927,820 1,034,225
131,062 148,020
1,645,519 1,550,406
388,038 530,297
2,992,429 3,262,948
3,156,476 3,394,835
34,187,820 34,929,749

The accompanying notes from 1 to 21 form part of these financial statements



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Notes 2018 2017
JD JD
Operating revenues - Intercontinental Hotel Jordan 18,576,641 19,902,851
Operating expenses - Intercontinental Hote! Jordan (14,118,944) (13,729,308)
Gross operating income from the hotel 4,456,697 6,173,543
Rent income 187,680 188,934
Interest income 299,716 206,646
Other income 2,847 19,663
Depreciation of property, plant and equipment 4 (1,805,265} (2,691,430)
Administrative expenses 14 (565,146) (624,571)
Board of Direclors' remuneration (45,000) (45,000)
Profit before income tax 2,531,529 3,227,785
Income tax expense 15 (535,099) (736,854)
Profit for the year 1,996,430 2,480,931
Add: Other comprehensive income items - -
Total comprehensive income for the year 1,896,430 2,490,931
JO /Fils JD / Fils

Basic and diluted earnings per share 16 0/200 0/249

The accompanying notes from 1 to 21 form part of these financial statements



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

2018-

Balance at 1 January 2018
Total comprehensive income for the year
Dividends paid (Note 11)

Balance at 31 December 2018

2017-

Balance at 1 January 2017
Total comprehensive income for the year
Dividends paid (Note 11)

Balance at 31 December 2017

The accompanying notes from 1 to 21 form part of these financial statements

Paid in Share Statutory  Voluntary Retained
capital premium reserve reserve eamings Total
JD JD JD JD JD JO
10,000,000 505173 2,569,247 3,800,824 14,659,670 31,534.914
- - - - 1,896,430 1,996,430
- - - - (2,500,000) (2,500,000)
10,000,000 505,173 2,569,247 3,800,824 14,156,100 31,031,344
10,000,000 505,173 2,569,247 3,800,824 14,368,739 31,243,983
- - = - 2,490,931 2,490,931
- S - - (2,200,000)  (2,200,000)
10,000,000 505,173 2,569,247 3,800,824 14,659,670 31,534,914




JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

Operating Activities
Profit before income tax

Adjustments:

Depreciation of property, plant and equipment
interest income

Reversal of provision for expected credit losses
Loss {gain) on sale of property, plant and equipment

Changes in working capital

{nventories

Accounts receivable
Other current assets
Accounts payable
Due to a related party
Other current liabilities
Income tax paid

Net cash flows from operating activities

Investing Activities

Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchase of land

Projects under construction

Short-term deposit

Interest received

Net cash flows from (used in) investing activities

Financing Activities
Dividends paid
Net cash flows used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Notes

15

w oW

9

2018 2017
JD JD
2,531,529 3,227,785
1,805,265 2,691,430
(299,716) (206,646)
(6.609) (39,953)
4,261 (2,997)
16,053 12,813
265,055 106,361
(51,424) 188,104
(106,405) (94,619)
(16,968) (2,132)
(15,.970) (257,754)
(645,198) (451,291)
3,479,873 5,172,101
(959,095) (821,035)
3,977 31,980
(40,547) (341,491)
(425,811) .
5400000  (5,400,000)
298,625 201,411
4277149  (6,329,135)
(2,488917) _ (2,142,112)
(2488917) (2,142,112
5268105  (3,299,146)
2,336,907 5,636,053
7,605,012 2,336,907

The accompanying notes from 1 to 21 form part of these financial statements



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

1. (GENERAL

Jordan Hotels and Tourism Company (the "Company’) was registered in 1955 as a public
shareholding company located in Amman — Jordan. The Company increased its capital throughout
the years to reach JD 10,000,000 divided into 10,000,000 shares at par value of JD 1 per share. The
Company's main cbjectives are to invest in real estate and tourism activities.

The Company owns Intercontinental Hotel Jordan (the “Hotel’) which is operated and managed by
the Intercontinental Hotel Corporation in accordance with the operating and management agreement
signed in 19872 and its subsequent amendments, the existing agreement was effective from 1
January 2008 to 31 December 2017. On 20 September 2017, the Board of Directors resolved to
approve the renewal of the agreement with Intercontinental Hotels effective 1 January 2018 for a
period of five years.

The financial statements were approved by the Company's Board of Directors on 20 March 2019.

These financial statements require the approval of the General Assembly of the shareholders of the
Company.

2. ACCOUNTING POLICIES

2.1 BASIS OF PREPARATION

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the Intemational Accounting Standard Board (IASB).

The financial statements have been prepared on a historical cost convention except for the financial
assets at fair value through other comprehensive income that appear at fair value on the date of these
financial statements.

The financial statements are presented in Jordanian Dinar (JD), which is the functional currency of the
Company.
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2.2 CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the financial statements are consistent with those
used in the preparation of the annual financial statements for the year ended 31 December 2017
except for the followings:

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and
it applies to all revenue arising fram contracts with customers, unless those contracts are inthe scope
of other standards. The new standard establishes a five-step model to account for revenue arising
from contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or services
to a customer.

The standard requires entities to exercise judgement, taking into consideration all of the relevant
facts and circumstances when applying each step of the model to contracts with their customers.
The standard also specifies the accounting for the incremental costs of obtaining a contract and the
costs directly related to fulfilling a contract.

The Company adopted IFRS 15 using the modified retrospective approach. The adoption of IFRS
15 was not material on these financial statements except that the Company has changed its
accounting policy for revenue recognition as follows:

(a) Rendering of services

Under IFRS 15, the Company concluded that revenue from services will continue to be recognised
over time, using an input method to measure progress towards complete satisfaction of the service
similar to the previous accounting policy, because the customer simultaneously receives and
consumes the benefits provided by the Company.

(b) Advances received from customers

Generally, the Company receives short-term advances from its customers. However, from time to
time, the Company also receives long-term advances from customers. Prior to the adoption of IFRS
15, the Company presented these advances as deferred revenue in the statement of financial
position.

Upon the adoption of IFRS 15, for short-term advances, the Company used the practical expedient.
As such, the Company will not adjust the promised amount of the consideration for the effects of a
financing camponent in contracts, where the Company expects, at contract inception, that the period
between the time the customer pays for the good or service and when the Company transfers that
promised good or service to the customer wili be one year or less. If the period between the time the
customer pays for the good or service and when the Company transfers that promised good or
service to the customer is more than one year, the Company shall adjust the promised amount of
consideration for the effects of the time value of money.

0.
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IFRS 9 Financial Instruments

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

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

The standard eliminates the use of the IAS 39 incurred loss impairment model approach, uses the
revised hedge accounting framework, and the revised guidance on the classification and
measurement requirements.

Impairment

The adoption of IFRS 9 has fundamentally changed the Company's accounting for impairment losses
for financial assets by replacing IAS 39's incurred loss approach with a forward-looking expected
credit loss (ECL) approach.

For all debt instruments, the Company has applied the standard's simplified approach and has
calculated ECL based on lifetime expected credit losses. The Company has established a provision
matrix that is based on the Company's historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

The adoption of the ECL requirements of IFRS 9 resulted in increases in impairment allowances of
the Company's debt financial assets.

These adoption of the standard did not have a material impact on the Company's financial
statements.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Considerations

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of
the related asset, expense or income (or part of it) on the derecognition of a non-monetary asset or
non-monetary liability relating o advance consideration, the date of the transaction is the date on
which an entity initially recognises the non-monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or receipts in advance, then the entity must
determine a date of the transactions for each payment or receipt of advance consideration.

This Interpretation does not have any impact on the Company's financial statements.
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Amendments to |AS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property, including propery under
construction or development into, or out of investment property. The amendments state that a change
in use occurs when the property meets, or ceases to meet, the definition of investment property and
there is evidence of the change in use. A mere change in management's intentions for the use of a
property does not provide evidence of a change in use

These amendments do not have any impacl on the Company'’s financial statements

Amendments to IFRS 2 Classification and Measurement of Share-based Payment
Transactions

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the
effects of vesting conditions on the measurement of a cash-settled share-based payment
transaction. the classification of a share-based payment transaction with net settlement features for
withholding tax obligations; and accounting where a modification to the terms and conditions of a
share-based payment transaction changes its classification from cash settled to equity settled. On
adoption, entities are required to apply the amendments without restating prior periods, but
retrospective application is permitted if elected for all three amendments and other criteria are met

These amendments do not have any impact on the Company's financial statements.

Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance
Contracts

The amendments address concerns arising from implementing the new financial instrument
standard. IFRS 9, before implementing IFRS 17 insurance contracts, which replaces IFRS 4. The
amendments introduce two options for entities issuing contracts: a temporary exemption from
applying IFRS 9 and an overlay approach

These amendments are not relevant to the Company

Amendments to IAS 28 Investments in Associates and Joint Ventures - Clarification that
measuring investees at fair value through profit or loss is an investment-by-investment
choice

The amendments clarify that an entity that is a venture capital organisation, or other qualifying entity,
may elect, at initial recagnition on an investment-by-invesiment basis, to measure its investments in
associates and joint ventures at fair value through profit or loss. If an entity, that is not itself an
investment entity, has an interest in an associate or joint venture that is an investment entity, the
entity may, when applying the equity methad, elect to retain the fair value measurement applied by
that investment entity associate or joint venture to the investment entity associate’s or joint venture's
interests in subsidiaries This election is made separately for each investment entity associate or
joint venture, at the later of the date on which: (a) the investment entity associate or joint venture is
initially recognised; (b) the assaciate or joint venture becomes an investment entity, and (c} the
investment entity associate or joint venture first becomes a parent.

These amendments do not have any impact on the Company's financial statements

-4-
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES

Land
Land is stated at cost less impairment losses, if any, and is not depreciated.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and impairment in
value, if any.

Depreciation is calculated on a straight line basis, the depreciation rates are estimated according to
the estimated useful lives and using the following rates:

%

——

Buildings 2
Electromechanical works 15
Elevators 10
Decarations 15
Equipment and machinery 15
Furniture and fixtures 15
Tools 15
Computers 20
Vehicles 15

The carrying values of property and equipment are reviewed periodically for impairment when events
or changes in circumstances indicate that the assets are recorded at values exceed the estimated
recoverable amount, consequently, the assets are written down to their recoverable amount, and
impairment losses are recognized in the statement of comprehensive income.

The assets residual values, useful lives and methods of depreciation are reviewed at each financial
year end and to ensure that the method and period of depreciation are consistent with the expected
pattern of economic benefits from items of property plant and equipment.

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 statement of
comprehensive income.
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Projects in progress

Projects in progress are stated at cost less impairment losses, if any, which represents cost of
constructions, equipment and direct costs. Projects in progress are not depreciated until they are
ready for use and transferred to property, plant and equipment.

Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are recorded at fair value plus
acquisition costs at the date of acquisition and subsequently measured at fair value. Changes in fair
value are reported as a separate component in the statement of comprehensive income and in the
statement of change in equity including the change in fair value resulting from conversion differences
of non-cash items of assets at foreign currencies. In case of sale of such assets or part of it, the gain
or loss is recorded at the statement of comprehensive income and in the statement of change in
equity and the valuation reserve balance for sold assets will be transferred directly to retained
earnings.

These assets are not subject to impairment testing and dividends received are recognized in the
statement of comprehensive income.

Fair value measurement
Fair values of financial instruments measured at amortised cost are disclosed in (Note 18).

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability in the principal market for the asset or liability. in the absence of a principal
market, in the most advantageous market for the asset or liability is used. The principal or the most
advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.
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The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

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

« Level 2 - Valuation techniques for which the lowest leve! input that is significant to the fair value
measurement is directly or indirectly observable

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

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between Levels in the hierarchy by re-
assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level of
the fair value hierarchy as explained above.

Inventories
Inventories are valued at the lower of cost (weighted average) and net realizable value. Costs
incurred in bringing each product to its present location and its current status.

Accounts receivable

Trade receivables are stated at original invoice amount less any provision for any uncoliectible
amounts or Expected Credit Losses (ECL). The Company applies a simplified approach in calculating
ECLs. Therefore, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Company has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES 7O THE FINANCIAL STATEMENTS
31 DECEMBER 2018

Cash on hand and at banks
Cash on hand and at banks in the statement of financial position comprise cash on hand and at
banks and short term deposits with an origina! maturity date of three months or less.

For the purpose of statement of cash flows, cash and cash equivalents consist of cash on hand and
at banks, short term deposits with an original maturity date of three months or less as defined above,
net of outstanding bank overdrafts.

Provisions

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

Accounts payable and accruals
Liabilities are obligation to pay for goods or services that have been acquired in the ordinary course
of business from supplier, whether billed or not.

Income taxes
The income tax for the years ended 31 December 2018 and 31 December 2017 is calculated in
accordance with the Income Tax Law No. (34) of 2014. Tax expense comprises of current tax and
deferred taxes.

Deferred tax is provided on temporary differences at each reporting date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes. Deferred tax assets
and liabilities are measured at the tax rates that are expected to apply in the period when the asset
is realized or the liability is settled. The carrying values of deferred income tax assets are reviewed
at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable
prafit will be available to allow all or part of the deferred income tax asset to be utilized.

Revenue and expense recognition

In accordance with IFRS (15), revenue recognized from the sale of food and beverage is measured
at the fair value of the consideration received or receivable and when it is probable to collect such
consideration. Revenue from services will continue to be recognised over time, using an input
method to measure progress towards complete satisfaction of the service similar to the previous
accounting policy, because the customer simultaneously receives and consumes the benefits
provided by the Company.

Interest income is recognized using the accrual basis of accounting.
Other revenues are recognized using the accrual basis of accounting.

Expenses are recognized using the accrual basis of accounting.

-8-
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Foreign currency

Transactions in foreign currencies are recorded at the rate ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of
exchange ruling at the statement of financial position date. All differences resulting from the
retranslation are taken to the statement of comprehensive income.

Impairment of Non-Financial Assets

The Company assesses, at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Company estimates the asset's recoverable amount. An asset's recoverable amount is the higher of
an asset's or cash-generating unit's (CGU) fair value less costs of disposal and its value in use.
Recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. When the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. In determining fair value less costs of disposal, recent market transactions
are taken into account. If no such transactions can be identified, an appropriate valuation model is
used. These calculations are corroboraled by valuation muitiples, quoted share prices for publicly
traded companies or other available fair value indicators.

2.4 USE OF ESTIMATES

The preparation of financial statement and applying of accounting policies demand estimates from
the management that impact on the assets and liabilities and disclosure of contingent liabilities.
These estimates impact on revenue, expense and provisions and it impact specially on amount and
time of future cash flow and resulting time of circumstances of these future estimates. Such estimates
are based on assumptions and necessarily muttiple factors with varying degrees of appreciation and
uncertainty and that actual results may differ from estimates and as a resuit of changes in future
conditions and circumstances of the provision.

3) LanD

This item represents lands owned by the company, Additions to lands during the year ended 31
December 2018 amounted to JD 40,547 (2017 JD 341,491).
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

5. PROJECTS UNDER CONSTRUCTION

This item represents renovation costs at the Company and the Hotel, movement on this account
during the year was as follows:

2018- ¥
Balance as at 1 January 2018 -
Addition 425,811
Balance as at 31 December 2018 425,811

———————

The estimated cost to complete the undergoing projects is JD 3,618,174 as at 31 December 2018.
The projects are estimated to be completed during the year 2019.

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

D N A M e s e e e et e e e At e et

2018 2017
JD JD
Jordanian Hospitality & Tourism Education Company (Not Listed) 30,000 30,000
7. ACCOUNTS RECEIVABLE
2018 2017
JD JD
Accounts receivable 843,519 1,108,574
Provision for Expected Credit Losses* (253,756) (260,365)
589,763 848,209
*  Movement on the provision for expected credit losses is as follows:
2018 2017
JD JD
Beginning balance 260,365 300,318
Provision for doubtful accounts (6.609) (39,953)
Ending balance 253,756 260,365

-12-
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As at 31 December, the aging of accounts receivable is as follows:

Receivabies not 1-30 3180 91-120 More than 120
yet pasi dug days days days days Tolal
JD JD JD JD JD JD
2018 76,668 361,386 148,428 1,489 1,782 589,763
2017 143,463 458,106 235,576 - 11,064 848,209

The Company does not obtain collateral against receivables.

8. OTHER CURRENT ASSETS

2018 2017
JD JD
Prepaid expenses 190,696 161,207
Advanced payments to suppliers 182,587 154,636
Refundable deposits 21,662 20,662
Others 380,122 386,047
775,067 722,552
9, CasH ON HAND AND AT BANKS
2018 2017
JD JD
Cash on hand and at banks 1,640,658 2,069,688
Term deposit maturing within 3 months™ 5,964,314 267,219
Term deposit maturing between 3 and 6 months™ - 5,400,000

7,605,012 7,736,807

*  Term deposit is made for varying periods between one day and 3 months and bears annual
interest rates ranging from 1.75% to 6%. (2017: from 1% to 2.25%).

*+ This item represents a term deposit at Al-Etihad Bank for varying periods between three and six
months with an annual interest rate that ranges from 5.5% to 5.75% (2017: from 4% to 5.5%).

-13-
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For the purpose of preparing the statement of cash flows, cash and cash equivalents comprise of the
following:

2018 2017
JD JD
Cash on hand and at banks 7,605,012 7,736,907
Less: term deposit maturing between 3 and 6 months - {5,400,000)

7,605,012 2,336,907

10.  Equity

Paid-in capital -
The Company's authorized and paid in capital is JD 10,000,000 divided into 10,000,000 shares at
JD 1 per share.

Share premium -
The accumulated amounts in this account represent the difference between the share issue price and
its par value after writing-off the accumulated losses.

Statutory reserve -

This account balance represents the transfers from the annual profit before income tax at a rate of
10%. in which the amounts transfers to this reserve should not exceed the Company's paid-in capital.
This reserve is not available for distribution to the shareholders.

Voluntary reserve -
This item represents the transfers from profit before tax at a maximum of 20%. This reserve is
available for distribution to the shareholders.

11. DIVIDENDS

The General Assembly approved in its meeting held on 25 April 2018, the distribution of cash
dividends of JD 2,500,000 (25% of the paid in capital) as cash dividends to shareholders for 2017
results (2017: JD 2,200,000; 22% of the paid in capital).

The Board of Directors have resolved 1o recommend to the General Assembly in its meeting that will
be held during 2019 to distribute an amount of JD 3,000,000 (30% of the paid in capital) as cash
dividends to shareholders for 2018 resuits.

14-
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12. RELATED PARTIES

Related parties represent major shareholders, Board of Directors, key management personnel of the
Company and other related parties. The Company's management set the pricing policies and the
terms of the transaction with related parties

Balances inciuded in the statement of financial position as at 31 December:

2018 2017
Current assets- JD JD
Cash on hand and at banks -
Al Etinad Bank (shareholder) 5,190,151 5,905,277
Arab Bank (shareholder) 709,643 387,713
Cairo Amman Bank (shareholder) 970,818 1,429,516
Other current assets ~
Jordan Hotels Supplies Trading Company (sister company) 72,495 77,492
Current liabilities-
Due to a related party -
Zara Investment Holding Company {main shareholder) 131,052 148,020

Transactions in the statement of comprehensive income for the year ended 31 December:

2018 2017
JD JD

Administrative expenses - Zara Investment Holding Company

(main shareholder) 100,000 100,955
Rent expenses— Zara Investment Holding Company

(main shareholder) 26,790 26,790
Rent income — Arab Bank (shareholder) 5,500 5,500
Interest income — Al Etihad Bank, Arab Bank and

Cairo Amman Bank (shareholders) 299,716 206,646
Key management salaries and remunerations 67,118 66,740
Board of Directors transportations and remuneration 151,000 153,000

-15-
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NOTES TO THE FINANCIAL STATEMENTS
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13. OTHER CURRENT LIABILITIES

Sales tax payable

Accrued expenses

Dividends payable

Advances from customers
Unearned rent revenue

Board of Directors' remuneration
Contractors' retentions

Others

14. ADMINISTRATIVE EXPENSES

Salaries, wages and other benefits
Board of Directors’ transportation
Parent company expenses
Property taxes

Hotel insurance

Credit cards commissions
Offices and warehouse rent
Professional and legal fees
Social security - Company share
Subscriptions

Other

-16-

2018 2017
JD JD

366,242 416,942
301,159 246,021
231,437 220,355
113,252 164,262
1,839 54,985
45,000 45,000
7,722 -
478,868 402,841
1,546,519 1,550,406

2018 2017

JD JD

125,322 124,495
106,000 108,000
100,000 100,955
54,786 54,561
33,512 51,627
5,963 47,036
26,790 26,790
17,100 20,476
17,208 17,370
10,045 10,012
68,410 63,3492
565,146 624,571
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15, INCOME TAX

The income tax is calculated for the years ended 31 December 2018 and 2017 in accordance with
the income Tax Law No. (34) of 2014.

The income tax stated on the statement of comprehensive income represents the following:

2018 2017
JD JD
Current year income tax 478,102 600,003
Prior year income tax expense 24,837 4,964
Deferred income tax expense 32,160 131,867
535,099 736,854

The Company reached a final settlement with the Income Tax Department up to the year 2016.

The Income and Sales Tax Department has not reviewed the Company’s records for the year 2017
up to the date of these financial statements.

Movement in the provision for income tax provision is as follows:

2018 2017
JD JD
Beginning balance 530,297 376,621
Current year income tax 478,102 600,003
Prior years' income tax expense 24,837 4,964
Income tax paid (645,198) (451,291)
Ending balance 388,038 530,297
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The reconciliation between accounting profit and taxable income is as follow:

2018 2017
JD JD

Accounting profit before tax 2,531,529 3,227,785
Add: Non-deductible expenses 3,168 3,168
Less: Non-taxable profit (22,444) (60,793)
Depreciation temporary differences (121,741) (170,143)
Taxable income 2,390,612 3,000,017
income tax for the year 478,102 600,003
Statutory income tax rate 20% 20%
Effective income tax rate 18.9% 18.6%

Deferred tax liability

This item represents deferred tax liability as of 31 December 2018 to account for timing differences
in depreciation rate for income tax purposes.

Movement on deferred tax liability during the year is as follows:

2018 2017
4D JD
Balance at 1 January 131,887 -
Additions during the year 32,160 131,887
Balance as of 31 December 164,047 131,887
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16. BAsIC AND DILUTED EARNINGS PER SHARE

2018 2017
Profit of the year (JD) 1,998,430 2,490,931
Weighted average number of shares (shares) 10,000,000 10,000,000

JD/Fils JD/Fils
Basic and diluted earnings per share 0/200 0/249

17. CONTINGENT LIABILITIES

The Company is a defendant in a number of lawsuits amounting to JD 35,731 as at 31 December 2018
(2017: JD 94,963). The Company and its legal advisor believe that the Company's position is strong
against these lawsuits and there is no need for any provision against these cases.

The Company is plaintiff in lawsuits against others in the amount of JD 137,189 as at 31 December

2018 (2017: JD 125,916).

18. FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities.
Financial assets consist of cash on hand and banks, short term deposits, accounts receivable,
financial assets at fair vaiue through other comprehensive income and some other current assets.

Financial liabilities consist of accounts payable, balances due to a related party and some other
current liabilities.

The fair values of financial instruments are not materially different from their carrying values.
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19.  RISK MANAGEMENT

Interest rate risk

interesi rate risk is a risk which arises from the fluctuations in the fair values or future cash flows of
financial instruments due to the changes in interest rates on these instruments.

The Company is exposed to interest rate risk on its interest bearing assets and liabilities (bank
deposits, due to banks and loans).

The following table demonstrates the sensitivity of the statement of comprehensive income to
reasonably possible changes in interest rates at 31 December, with all other variables held constant.

Effect on profit

Increase in for the year
interest rate before tax
2018- % JD
Currency
JD 1 59,943
Effect on profit
Increase in for the year
interest rate before tax
2017- % JD
Currency
JD 1 56,672

The effect of decrease in interest rate is expected to be equal and opposite to the effect of the change
shown above.

Equity price risk

Equity price risk is the risk that may result from a change in Amman Exchange Market index, the
Company does not believe this would have a material impact on the profit or its equity, since the
financial assets at fair value through other comprehensive income of JD 30,000 are stated at cost and
no market value is available.
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Credit risk
Credit risk is the risks that may results from the failure or inability of debtors or other parties to fulfill

their obligations.

The Company seeks to limit its credit risk with respect to customers by setting credit limits for
individual customers and monitoring outstanding receivables. The Company mainains its bank
balances and deposits with reputable financial institutions.

No single customer account balance is more than 10% of the outstanding accounts receivable at 31
December 2018 and 2017,

Liquidity risk

Liquidity risk is represented by the possibility that the company may not be able 1o meet its liabilities
when due. The Company manages its liquidity risk by ensuring sufficient funds are available from
partners.

The Company limits its liquidity risk by ensuring bank facilities are available.

The table below summarizes the maturities of the Company's undiscounted financial liabilities at 31
December 2018 and 2017, based on contractual payment dates and current market interest rates.

Less than 3to 12
3 months months Total
JO JD JD

As at 31 December 2018
Payables and other current liabilities 1,430,428 927,820 2,358,248
Due to a related party - 131,052 131,052
Total 1,430,428 1,058,872 2,489,300
As at 31 December 2017
Payables and other current liabilities 1,331,159 1,034,225 2,365,384
Due to a related party - 148,020 148,020
Total 1,331,159 1,182,245 2,513,404
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Currency risk

Foreign currency risk is the risk that the fair value of future cash flows of financial instruments will
fluctuate because of changes in foreign currency exchange rates.

Most of the Company's transactions are in Jordanian Dinars and US Dollar. The Jordanian Dinar
exchange rate is fixed against US Dollars (US$ 1.41 for JD 1).

20. CAPITAL MANAGEMENT

The primary objective of the Company's capital management is to ensure that it maintains capital
ratios in order to support its business and maximize shareholder value.

The Company manages its capital structure and makes adjustments to it in light of changes in
business conditions. No changes were made in the objectives, policies or processes during both
current and previous years.

Capital comprises paid in capital, share premium, stalutory reserve, voluntary reserve and retained
earnings, and is measured at JD 31,031,344 as at 31 December 2018 (2017: JD 31,534,914).

21, STANDARDS IssueD BUT NoT YET EFFECTIVE

The standards and interpretations that are issued but not yet effective, up to the date of issuance of
the Company's financial statements are disclosed below. The Company intends lo adopt these
standards, if applicable, when they become effective.

IFRS 16 Leases
During January 2016, the IASB issued IFRS 16 "Leases” which sets out the principles for the
recognition, measurement, presentation and disclosure of leases.

IFRS 16 substantially carries forward the lessor accounting requirements in 1AS 17. Accordingly, a

lessor continues to classify its leases as operating leases or finance leases, and to account for those
two types of leases differently.
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IFRS 16 infroduced a single lessee accounting model and requires a lessee to recognize assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value.
A lessee is required to recognize a right-of-use asset representing its right to use the underlying
leased asset and a lease liability representing its obligation to make lease payments.

The new standard will be effective for annual periods beginning on or afier 1 January 2019. Early
application is permitted.

Transition to IFRS 16

The Company has the option to adopt IFRS 16 retrospectively and restate each prior reporting period
presented or using the modified retrospective approach by applying the impact as an adjustment on
the opening retained eamnings. The Company will elect to apply the standard to contracts that were
previously identified as leases applying IAS 17 and IFRIC 4.

The Company will adopt IFRS 16 using the modified retrospective approach. During 2018, the
Company has performed a detailed impact assessment of IFRS 16. The Company expect the effect
of adopting IFRS 16 to be JD 90,000 on the opening retained earnings, JD 1,101,727 on the total
assets and JD 1,011,727 on total liabilities.

IFRS 17 Insurance Contracts

IFRS 17 provides a comprehensive model for insurance contracls covering the recognition and
measurement and presentation and disclosure of insurance contracts and replaces IFRS 4 -Insurance
Contracts. The standard applies to all types of insurance contracts (i.e. life, non-life, direct insurance
and re-insurance), regardless of the type of entities that issue them, as well as to certain guarantees
and financial instruments with discretionary participation features. The standard general model is
supplemented by the variable fee approach and the premium allocation approach,

The new standard will be effective for annual periods beginning on or after 1 January 2021. Early
application is permitted.

IFRIC Interpretation 23 Uncertainty over income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of IAS 12 and does not apply to taxes or levies outside the scope of 1AS
12, nor does it specifically include requirements relating to interest and penalties associated with
uncertain tax treatments. An entity must determine whether to consider each uncertain tax treatment
separately or together with one or more other uncertain tax treatments. The interpretation is effective
for annual reporting periods beginning on or after 1January 2019, but certain transition reliefs are
available.
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Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and
Its Associate or Joint Venture

The amendments addrass the conflict between IFRS 10 and 1AS 28 in dealing with the loss of control
of a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that
the gain or loss resulting from the sale or contribution of assets that constitute a business, as defined
in IFRS 3, between an investor and its associate or joint venture, is recognised in full. Any gain or loss
resulting from the sale or contribution of assets that do not conslitute a business, however, is
recognised only to the extent of unrelated investors' interests in the associate or joint venture. The
|IASB has deferred the effective date of these amendments indefinitely, but an entity that early adopts
the amendments must apply them prospectively. The Group will apply these amendments when they
become effective.

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

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

The amendments also clarified that, in applying IFRS g, an entity does not take account of any losses
of the associate or joint venture, or any impairment losses on the net investment, recognised as
adjustments to the net investment in the associate or joint venture that arise from applying 1AS 28
Investments in Associates and Joint Ventures.

The amendments should be applied retrospectively and are effective from 1 January 2019, with early
application permitted.
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