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Ernst & Young Jordan
P.0.Box 1140
Amman 11118

e Jordan
Building a better
working world Tel: 00 962 6580 0777/00 962 6552 6111

Fax: 00 962 6553 8300
www.ey.com/me

REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
TO THE BOARD OF DIRECTORS OF JORDAN DUTY FREE SHOPS COMPANY
AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
Jordan Duty Free Shops and its subsidiaries (the “Group”) as at 30 September 2020 comprising of
interim consolidated statement of financial position as at 30 September 2020 and the related
interim consolidated statement of comprehensive income, interim consolidated statement ‘of
. changes in equity, and interim consolidated statement of cash flows for the nine-months then
2nded and explanatory notes. Management is responsible for the preparation and presentation of
these interim condensed consolidated financial statements in accordance with International
Accounting Standard 34, Interim Financial Reporting ("IAS 34"). Our responsibility is to express a
conclusion on these interim condensed consolidated financial statements based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

3ased on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in all
material respects, in accordance with IAS 34.

Amman - Jordan
28 October 2020

1%”"3'“?:{” d ‘\ﬁf;’{ g

A member liem of Ernsl & Young Globat Limited




JORDANIAN DUTY FREE SHOPS
PUBLIC SHAREHOLDING COMPANY

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 30 SEPTEMBER 2020
30 September 31 December
Notes 2020 2019
ASSETS JD JD
(Unaudited) (Audited)
Non-current assets
Property and equipment 5 6,380,333 7,127,184
Projects in progress 10,593,552 6,879,902
Intangible assets 6 366,667 666,667
Advances on land purchase 3,628,690 3,628,690
Financial assets at fair value through other
comprehensive income 450 450
Right of use assets 5,657 645 6,071.883
26,627,337 24,374,776
- current assets
Trade receivables 254,904 265,966
Inventories 13,938,512 11,469,436
Other current assets 7 2,843,206 1,645,758
Cash on hand and at banks 13,923,547 45,891,400
30,960,169 59,272,560
Total assets 57,587,506 83,647,336
EQUITY AND LIABILITIES
Equity -
Paid in capital 1 22,500,000 22,500,000
Statutory reserve 7,500,000 7,500,000
Voluntary reserve 2,578,582 2,578,582
Fair value reserve (5,250) (5,250)
_Retained earnings 16,975,866 40,537,591
49,549,198 73,110,923
Liabilities -
Non — current liabilities
Other commitments provision 496,108 496,108
Lease contracts obligations — long term 5,449,292 5,790,388
5,945,400 6,286,496
Current liabilities
Trade payables 364,496 384,249
Lease contracts obligations -short term 256,950 960,816
Other current liabilities 8 1,471,462 2,904,852
2,092,908 4,249,917
Total liabilities 8,038,308 10,536,413
Total Equity and Liabilities 57,587,506 83,647,336
The attached notes 1 to 17 form part of these interim condensed consolidated financial
statements |



' JORDANIAN DUTY FREE SHOPS
PUBLIC SHAREHOLDING COMPANY

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE AND NINE MONTHS ENDED 30 SEPTEMBER 2020 (UNAUDITED)

Sales

Less: service fees

Net sales

Less: Cost of sales

_Gross profit

Other income

Interest income

Sales and distribution expenses
Administrative expenses
Depreciation and amortization
Provision for damaged goods

Finance costs

Profit for the period before income tax

Income tax expense for the period 9

Profit for the period

. A\dd: other comprehensive income
otal comprehensive income

for the period

Basic and diluted earnings per
share attributable to the

Company’s shareholders 10

For the three months

For the nine months

ended 30 September ended 30 September
2020 2019 2020 2019
JD JD JD JD
2,066,374 26,374,573 27,107,054 66,208,856
(209,845) (2,767,287) (2,833,213) (6,946,343)
1,856,529 23,607,286 24,273,841 59,262,513
(1,377,898) (13,833,217) (13,996,914) (34,269,057)
478,631 9,774,069 10,276,927 24,993,456
23,157 145,935 194,059 735,638
138,145 454,085 1,109,805 1,366,737
(973,729) (1,141,807) (3,331,273) (3,409,216)
(1,302,338) (1,269,019) (4,879.,795) (3.677,845)
(511,419) (497,418) (1,543,140) (1,485,832)
- (1,529) . (1,529)
(121,499) (116,839) (364,496) (349,002)
(2,269,052) 7,347 477 1,462,087 18,172,407
(273,812) & (273,812) =
(2,542,864) 7,347 477 1,188,275 18,172,407
(2,542,864) 7,347 477 1,188,275 18,172,407
JD/ Fils JD/ Fils JDI Fils JD/ Fils
(0/113) 0/327 0/053 0/808

The attached notes 1 o 17 form part of these interim condensed consolidated financial

statements
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JORDANIAN DUTY FREE SHOPS
PuBLIC SHAREHOLDING COMPANY

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS
FoR THE NINE MONTHS ENDED 30 SEPTEMBER 2020 (UNAUDITED)

Operating Activities

Profit for the period before income tax

Adjustments:

Depreciation and amortization

Provision for damaged goods

Interest income

Finance costs

(Gain) loss on sale of property and equipment

Norking capital changes-
Inventories

Trade receivables

Other current assets

Trade payables

Other current liabilities

Other commitments provision paid
Income tax paid

Net cash flows (used in) from operating activities

Investing Activities

Purchase of property and equipment

Projects in progress

Deposits

Sroceeds from sale of property and equipment
Interest received

Net cash flows from investing activities

Financing Activities

Dividends paid
Paid from lease confracts obligations

Net cash flows used in financing activities

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

11

For the nine months ended 30

September
2020 2019
JD JD

1,462,087 18,172,407
1,543,140 1,485,832
- 1,529
(1,109,805) (1,366,737)
364,496 349,002
(99) 1,004
(2,469,076) 3,733,803
11,062 10,867
(661,054) 330,335
(703,866) (932,783)
(1,255,322) (550,408)
- (17,805)
(451,880) (212,899)
(3,270,317) 21,004,147
(82,052) (172,310)
(3,713,650) (2,996,132)
22,571,879 7,301,156
- 18,894
573,511 1,583,926
19,349,688 5,735,534
(24,750,000) (22,500,000)
(725,345) (877,577)
(25,475,345) (23,377,577)
(9,395,974) 3,362,104
15,319,573 5,076,136
5,923,599_ 8,438,240

The attached notes 1 to 17 form part of these interim condensed consolidated financial

statements
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JORDANIAN DUTY FREE SHOPS

PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2020

S e

1 GENERAL

Jordan Duty Free Company was established as a Public Shareholding Company on 28 September
1996 with an authorized and paid in capital of JD 5,000,000 divided into 5,000,000 shares at a par
value of JD 1 per share. The General Assembly approved in its extraordinary meeting held on 17
March 2011 to increase the Company's capital to become JD 7,500,000 by capitalizing part of the
retained earnings. In addition, the General Assembly approved in its extraordinary meeting held on
21 December 2017 to increase the Company's capital to become JD 22,500,000 by capitalizing JD
7,500,000 of the retained earnings and JD 7,500,000 from the voluntary reserve.

The Group's major activity is to establish, operate, manage and invest in duty-free shops at border
crossings and any other location allowed by the official authorities where the Company obtained
the exclusive rights to establish duty-free shops on border crossings for 10 years starting from 30
August 2001; the Company has to pay 8% of its gross sales as service fees to the General
Treasury in return for such rights. During 2009, the exclusive rights agreement was extended for
additional 10 years starting from 31 August 2011 until 30 August 2021 for a payment of JD
4,000,000 and payment of 9% of its gross monthly sales as service fees to the General Treasury
effective from the date of rights extension except for the sales from Special Economic Zone as it is
subject to Agaba Special Economic Zone regulations, starting from 1 January 2017 the Company
should pay 10.5% of its monthly gross sales to Ministry of Finance.

The Group's Board of Directors approved the interim condensed consolidated financial statements
on 28 October 2020.

The Group’s financial statements are consolidated as part of the consolidated financial statements of
Social Security Corporation as the corporation has the control over the Group.

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES

The interim condensed consolidated financial statements as at 30 September 2020 have been
prepared in accordance with International Accounting Standards (34) (Interim Financial Reporting).

The interim condensed consolidated financial statements have been presented in Jordanian Dinar,
“& which is the functional currency of the Group.

The interim condensed consolidated financial statements are prepared under the historical cost
convention except for financial assets at fair value through other comprehensive income which are
presented at fair value as of the date of the consolidated financial statements.

The interim consolidated condensed financial statements do not contain all information and
disclosures required for full consolidated financial statements prepared in accordance with
International Financial Reporting Standards and should be read in conjunction with the Group annual

report as of 31 December 2019. In addition, results for the nine months period ended 30 September
2020 do not necessarily indicate the expected results for the financial year ended 31 December
2020.




JORDANIAN DUTY FREE SHOPS

PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2020

- CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the interim condensed consolidated financial
statements are consistent with those used in the preparation of the annual consolidated financial
statements for the year ended 31 December 2019 except for the adoption of new standards
effective as of 1 January 2020 shown below:

Amendments to IFRS 3: Definition of a Business

The IASB issued amendments to the definition of a business in IFRS 3 Business Combinations to
help entities determine whether an acquired set of activities and assets is a business or not. They
clarify the minimum requirements for a business, remove the assessment of whether market
participants are capable of replacing any missing elements, add guidance to help entities assess
whether an acquired process is substantive, narrow the definitions of a business and of outputs,
. and introduce an optional fair value concentration test.

" The amendments are applied to transactions that are either business combinations or asset
acquisitions for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after 1 January 2020. Consequently, the Group did not have to revisit such
transactions that occurred in prior periods. Earlier application is permitted and must be disclosed.

These amendments do not have any impact on the Group's interim condensed financial
statements.

Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7

Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7 includes a number of reliefs,
which apply to all hedging relationships that are directly affected by interest rate benchmark
reform. A hedging relationship is affected if the reform gives rise to uncertainties about the timing
and or amount of benchmark-based cash flows of the hedged item or the hedging instrument. As a
result of interest rate benchmark reform, there may be uncertainties about the timing and or
amount of benchmark-based cash flows of the hedged item or the hedging instrument during the
period before the replacement of an existing interest rate benchmark with an alternative risk-free
interest rate (an RFR). This may lead to uncertainty whether a forecast transaction is highly
probable and whether prospectively the hedging relationship is expected to be highly effective.

The amendments provide temporary reliefs which enable hedge accounting to continue during the
period of uncertainty before the replacement of an existing interest rate benchmark with an
alternative risk-free interest rate (an “RFR”"). The effective date of the amendments was for annual
periods beginning on or after 1 January 2020, with early application permitted. The requirements
must be applied retrospectively. However, any hedge relationships that have previously been de-
designated cannot be reinstated upon application, nor can any hedge relationships be designated
with the benefit of hindsight.

With phase one completed, the IASB is now shifting its focus to consider those issues that could
affect financial reporting when an existing interest rate benchmark is replaced with an RFR. This is
referred to as phase two of the 1ASB's project.

These amendments do not have any impact on the Group's interim condensed financial
statements.

9.




- JORDANIAN DUTY FREE SHOPS
PuUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2020

3 BASIS OF CONSOLIDATION OF FINANCIAL STATEMENTS

st et e R T T A e S e S T e e

The interim condensed consolidated financial statements comprise the financial statements of the
Company and its subsidiaries as follows (referred to them collectively as the Group) as at 30
September 2020.

Share Ownership Year of
Name of the Company capital percentage  Establishment Location
JD
First Shops Company L.L.C 6,000,000 100% 2008 Agaba
International Jordan Duty Free Free
Shops (under liquidation) 30,000 100% 2004 zone/airport
| 2cond Shops General Trading

LLEC ' 50,000 100% 2016 Amman

4 DIVIDENDS

The General Assembly approved in its ordinary meeting held on 1 June 2020, the distribution of
cash dividends for the year 2019, amounted to JD 24,750,000 representing 110% of the paid in
capital.

5 PROPERTY AND EQUIPMENT

During the nine months period ended 30 September 2020, the Group purchased property and
equipment at a cost of JD 82,052 (30 September 2019: JD 172,310) and the Group has not
capitalised any property and equipment from project in progress during the nine months ended 30
\__ptember 2020 and 2019.

6 INTANGIBLE ASSETS

Intangible assets represent the amount paid to General Treasury for the exclusive rights to
establish duty-free shops on border crossings for 10 years starting from 30 August 2001; the
Company should pay 8% of its gross sales as service fees to the General Treasury in return for
such rights. During 2009, the exclusive rights agreement was extended for additional 10 years
starting from 31 August 2011 until 30 August 2021 for a payment of JD 4,000,000 and payment of
9% of its gross monthly sales as service fees to the General Treasury effective from the date of
rights extension except for the sales from Special Economic Zone as it is subject to Agaba Special
Economic Zone regulations, starting from 1 January 2017 the Group should pay 10.5% of its
monthly gross sales to the Ministry of Finance as follows:

- 9% as Service Fees to General Treasury.
- 1.5% as Operating Expenses to Jordanian Customs.
3
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JORDANIAN DUTY FREE SHOPS
PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 SEPTEMBER 2020

7 OTHER CURRENT ASSETS

Cash margins
Advances to vendors
Prepaid expenses
Accrued interest income
Employees’ receivables
Refundable deposit
Sales tax receivables
Others

8 OTHER CURRENT LIABILITIES

Treasury fees payable

Accrued expenses

Due to social solidary fund

Jue to Social Security Corporation
Accrued bonus

Income tax provision

Sales tax payable

Stamps fees payable

Board of Directors benefits payable

Others

30 September 31 December
2020 2019
JD JD
(unaudited) (audited)
2,198,151 -
264,063 623,932
171,955 280,699
107,197 643,491
52,467 42,356
32,172 32,172
7,853 8,117
14,348 14,991
2,843,206 1,645,758
30 September 31 December
2020 2019
JD JD
(unaudited) (audited)
862,024 1,443,444
245,917 224,201
101,738 147,370
96,003 86,095
95,461 689,292
57,299 235,367
6,172 20,760
810 9,706
- 45,000
6,038 3,617
1,471,462 2,904,852
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 JORDANIAN DUTY FREE SHOPS

PuBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2020

it aa

9 INCOME TAX (UNAUDITED)

Income tax is calculated on interest income and other income for the period ended 30 September
2020. The Income Tax was adjusted starting from 1 January 2019 to become 20% income tax, and
1% national contribution, in total 21% according to the Jordanian Tax Low (34) for 2014, amended
by law (38) for 2018.

Based on the Council of Ministers decision in their meeting held on 10 April 2018, the exemption
on goods and services from the main activity of the Group was renewed where income tax is
calculated on interest income and other income only.

The Group reached a final settlement with the Income and Sales Tax Department for the years
“004 up to the year 2018.

An amount of JD 480,785 was estimated as tax claim for the years 2008 and 2009, whereby the
Income and Sales Tax Department included the interest income and other income as part of the
income tax calculation. The tax claim was rejected and the rejection was refused by the Income
Tax Department, and hence the Group has filed a lawsuit against the Income and Sales Tax
Department at the Tax Court of First Instance and the Court has decided to cancel the claim; The
Income Tax Department appealed the judgment and no final decision was made by the Tax

Appeals Court.

The Income Tax Department has not reviewed the income tax declaration for the year 2019 until
the date of these consolidated financial statements.

The Group registered in the sales tax retroactively from 1 January 2014, and the declarations are
submitted within the legal period.

10 EARNINGS PER SHARE (UNAUDITED)

For the nine months ended
30 September

2020 2019
Profit for the period (JD) 1,188,275 18,172,407
Weighted average number of shares (share) 22,500,000 22,500,000
Basic and diluted earnings per share (JD/ Fils) 0/053 0/808

The diluted earnings per share is equal to the basic earnings per share.




(

JORDANIAN DUTY FREE SHOPS

PuBLIC SHAREHOLDING COMPANY

NOTES T0 THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2020

11 CAsH AND CASH EQUIVALENTS

For the nine months ended

30 September
2020 2019
JD JD

(unaudited) (unaudited)

Cash onhand and at banks 13,923,547 38,797,464
Less: deposits at banks due after more than three
months to one year® (7,999,948) (30,359,224)

5,923,599 8,438,240

Deposits maturities are from three months to one year bearing annual interest rates ranging from
4% to 6.35% for the period ended 30 September 2020 (30 September 2019: 4.5% to 6.35%).

12 LAWSUITS (UNAUDITED)

A. There are number of labor lawsuits against the Group amounting to JD 26,891 as at 30
September 2020 (31 December 2019: JD 26,891). In the opinion of the Group’s management
and legal consultant, provisions for these lawsuits are sufficient.

B. There are Custom lawsuits against the Group amounting to JD 19,648 as at 30 September
2020 (31 December 2019: JD 19,648). In the opinion of the Group’s management and legal
consultant, provisions for these lawsuits are sufficient.
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13 : SEGMENTAL INFORMATION (UNAUDITED) :i
Below schedule summarizes the segments in formation based on geographical areas for the %‘
Group's sales: : 3
North of South of Kingdom f
Amman Kingdom Kingdom center Total i
JD JD JD JD JD
For the nine months ended 30 September 2020 _
Net sales 3,303,953 481,113 8,331,530 12,157,245 24,273,841
Cost of sales (2,093,667) (272,233) (4,776,880) (6,854,134) (13,996,914) :
Unallocated expenses (10,118,704)
Other income and interest income 1,303,864
Pri ‘or lhe period before income tax 1,462,087
For the nine months ended 30 September 2019
Net sales 6,152,251 1,452,802 16,339,059 35,318,401 59,262,513
Cost of sales (3,821,802) (870,807) (8,988,600) (20,587,848) (34,269,057)
Unallocated expenses (8,923,424)
Other income and interest income 2,102,375
Profit for the period before income tax 18,172,407

14 TRANSACTIONS WITH RELATED PARTIES

Related parties represent key management personnel and Board of Directors of the Group. Pricing
policies and terms of these transactions are approved by the Group's management.

Bz 1ces with related parties included in the interim consolidated statement of financial position were

as follows:

30

Nature of September 31 December
relationship 2020 2019
JD JD
(Unaudited) (Audited)

CASH AT BANKS:
Current accounts — Jordan Investment Bank Shareholder 2,622,711 . 6,716,380
Deposits — Jordan investments Bank Shareholder 3,000,000 4,000,000
Cash margins on Bank guarantees- Jordan Shareholder 2,193,151 -
Investments Bank
TRADE PAYABLES Shareholders 3,400 135,449
OFF BALANCE SHEET ITEMS:
Bank guarantees- Jordan Investments Bank Shareholder 2,812,063 3,032,717

%, 2
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Transactions with related parties included in the interim consolidated statement of comprehensive
income were as follows:

For the nine months ended
30 September

2020 2019
JD JD

(Unaudited) (Unaudited)
Interest income —Jordan Investment Bank (shareholder) 205,507 395,096
Purchases (shareholders) 466,380 952,899
Salaries, wages and other benefits- Group executive
management 430,929 428,008
Salaries, wages and other benefits- Board of Directors members 335,955 440,243

15 CONTINGENT LIABILITIES

At the date of the financial statements, the Group has outstanding letters of guarantee amounting
to JD 2,812,063 as at 30 September 2020 (31 December 2019: JD 3,032,717) with JD 2,193,151
cash margins as at 30 September 2020 (31 December 2019: zero).

16 LEGAL RESERVES

The Group did not transfer to the statutory reserve as required by the Jordanian Companies Law
as those are interim financial statements.

17 SPREAD OF CORONAVIRUS (CoVID-1 9) AND ITS EFFECT ON THE GROUP

Subsequent to year-end, the Coronavirus outbreak has impacted the global macroeconomy and
caused significant disruption in the global economy and different business sectors. Accordingly,
the Commodity trading sector and related industries have been affected by mass business
closures, large-scale quarantines, and other government procedures.

. The Prime Minister of Jordan resolved, on 17 March 2020, to enforce a mandatory curfew law and

to suspend all business activity in Jordan until further notice as part of the precautions taken by the
government to combat the spread of Coronavirus. The majority of the Jordan's business activity
has halted since the resolution as a result. By the end of the second quarter of the year 2020, the
Prime Minister resolved to amend the cerfew law by allowing the industries to reopen the business
activities taking into account the precautions procedures. By the end ot the third quarter of the year
2020, the number of Corona cases were increased that resulted in expanding precautions
measures. As at 30 September 2020, most of land boarders are still closed while the extent and
duration of such impacts remain uncertain and dependent on future developments that cannot be
accurately predicted at this time, such as the transmission rate of the coronavirus and the extent
and effectiveness of containment actions taken. Given the ongoing economic uncertainty, a
reliable estimate of the impact cannot be made at the date of approval of these interim condensed
consolidated financial statements. These developments could impact the Group'’s future financial
results, cash flows and financial condition.

Management is also preparing a detailed study to determine the impact of the coronavirus on the
Group's operations, its ability to recover its assets and meeting its obligations for both the medium
and long terms.
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