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m PAYROLL 790,116 1,385,581 1,337,142
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B Al Assaf Building Mo, 52
3" Floor, Office No. 310
Jubilee (Al Waha) Circle
gk e Amman — Jordan
SOLUTIONS P.O Box 954179, 11954

AUDIT | TAX | COMNSULTING Tel: +96265525040

Fax: +O0265525020

w

INDEFPENDENT AUDITOR'S REPORT

To the Shareholders of Winter Valley Tourism Investment Company

Public Shareholding Company

Amman — Jordan

Report on i Financial Statements

Opinion

We have audited the financial statements of Winter Valley Tourism Investment Company - Public Shareholding
Company (the "Company™), which comprise the statement of financial pasition as at 31 December 2020, 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 2020, and its financial performance and its cash flows for the year then
ended in accordance with Intemational Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Audiling (1SAs). Our responsibilities under
those standards, are further described in the Auditor's Responsibilities for the Audit of the financial statemenis
section of our report. We are independent of the Company in accordance with the Intemational 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 | ESBA Code. We believe that the audit
evidence we have obltained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matiers are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements for the current year. These matlers 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 malters. 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 to 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
matter below, provide the basis for our audit opinion on the accompanying financial statements.

Revenue Recognition

We have considered revenue recognition as key audit matter as there is a risk of misstatement of revenue due
to high volume of transactions. In addition, we focus on this area because there is a risk that billing to guests and
customers may be done for services that are not rendered or services rendered but not billed or recarded and
hence may result in an overstatement or understatement of revenue. The Company focuses on revenue as key
performance measure, which may create an incentive for revenue to be recognized before rending the service.

How the key audit matter was addressed in the audit

Our audit procedures included evaluating the Company's revenue recognition accounting policies in accordance
with IFRS 15 "Revenue from contracts with customers’. We tested the Company's controls over revenue
recognition and key controls in the revenue cycle. We performed analytical procedures for gross margin for
rooms and food and beverage departments. Having built expectations about revenue figures for the year we
performed analytical procedures using financial and non-financial information. We selected and tested a
representative sample of journal entries.

Disclosures that relate to the accounting policies of revenue recognition are included in note (3) to the financial
statements.

Other Information included in the Company's 2020 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 cther information. Our opinion on the
financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other infermation and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or ctherwise 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 concem, 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.
Auditor's Responsibilities for the Audit of the Financial statements

Qur 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
apinion.

Reasonable assurance is a high level of assurance, butis not a guarantee that an audit conducted in accordance
with [SAs will always detect a material misstatemnent 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 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 professicnal judgment and maintain professional
scepticism throughout the audit. We also:

e |dentify 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 inveolve
collusion, forgery, intentional omissions, misrepresentations, or the override of internat control.

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

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

¢ Conclude on the appropriateness of management's use of the going concem 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 concem. If we conclude
that a material uncertainty exist, we are required to draw atfention in our auditor's report to the related
disclosures in the Financial statements or, if such disclosures are inadequate, to modify our opinion. Cur
conclusions are based on the audit evidence obtained up fo the date of our auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

o Evaluate the overall presentation, structure and confent of the Financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and evenis 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 intemal 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, relaled safeguards.

From the matters communicated with those charged with govermnance, 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 circumslances, we determine that a matlter should nol 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.

R her Legal and Regqul Requirements

The Company maintains proper books of accounts and the accompanying financial statements are in agreement
therewith. We recommend the general assembly to approve these financial statements.

The partner in charge of the audit resulting in this auditor's report was Ahmed Ramadan, license number 942,

Business Solutions for Auditing
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Amman — Jordan

14 March 2021



WINTER VALLEY TOURISM INVESTMENT COMPANY- PUBLIC SHAREHOLDING COMPANY

STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2020

Assets

Non-current Assets-
Property and equipment
Right of use assets
Deferred tax asseis

Current Assets-
Inventories

Accounts receivable

Other receivables

Cash on hand and at banks

Total Assets

Equity and Liabilities
Equity-

Paid in capital
Accumulated losses
Total Equity

Liabilities-
Non-current Liabilities-
Lease liabilities

Current Liabilities-
Lease liabilities — due within one year

Other payables
Cheques payable
Accounts payable
l.oan

Total Liabilities
Total Equity and Liabilities

The attached notes from 1 to 23 form part of these financial statements
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2020 2019
JD JD
9,499,215 10,155,821
- 63,260
184,874 234,874
9,684,089 10,453,955
27,030 62,815
70,332 303,845
74,922 146,154
18,842 87,560
191,126 600,374
9,875,215 11,054,329
9,033,938 9,033,938
(3,194,872) (1,694,3986)
5,839,066 7,339,542
- 57,159
- 57,159
- 9,933
556,939 497,861
333,844 200,912
750,720 626,096
2,394,646 2,322,826
4,036,149 3,657,628
4,036,149 3,714,787
9,875,215 11,054,329




WINTER VALLEY TOURISM INVESTMENT COMPANY- PUBLIC SHAREHOLDING COMPANY

STATEMENT OF COMPREHENSIVE INCOME

FOR YEAR ENDED 31 DECEMBER 2020

Revenue from hotel departments
Rooms

Food and beverage

Other departments

Total revenue from hotel departments

Cost of hotel departments
Rooms

Food and beverage

Other departments

Administrative departments

Total cost of hotel departments

Net operating {loss) income

Administrative expenses

Depreciation of property and equipment
Depreciation of right of use asset
Finance costs

Lease liabilities finance costs

Other expense

Loss for the year before income tax

Income tax expense
Loss for the year

Add: Other comprehensive income items

Total comprehensive income for the year

Basic and diluted loss per share for the year

The attached notes from 1 to 23 form part of these financial statements

Note 2020 2019

JD JD
509,166 1,900,423
403,898 1,360,508
35,252 148,259
1,038,316 3,409,180
(249,597) {476,005)
(357,649) {827,882)
(54,164) {106,058)
(1,061,511) {1,696,105)
{1,722,921) {3,106,050)
{684,605) 303,140
14 (70,725) (70,323)
5 {410,594) {540,069)
6 {5,760) (11,487)
(71,845) (69,510}
6 {2,533) (5,842)
15 {204,414) {178,284)
(1,450,4786) {572,375)

16 {50,000) -
(1,500,4786) (572,375)
{1,5600,476) (572,375)

JD/Fils JD/Fils
17 (0/166) {0/063)




WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY

STATEMENT OF CHANGES IN EQUITY
FOR YEAR ENDED 31 DECEMBER 2020

2020-
Balance at 1 January 2020
Total comprehensive income for the year

Balance at 31 December 2020

2019-
Balance at 1 January 2019

impact of IFRS 16 adoption

Adjusted balance at the beginning of
the period

Total comprehensive income for the year

Balance at 31 December 2019

Accumulated

Paid in capital losses * Total
JD JD JD
9,033,938 {1,694,398) 7,339,542
- {1,500,476) (1,500,476)
9,033,938 (3,194,872) 5,839,066
9,033,938 (1,120,518) 7,913,420
. (1,503) {1.503)
9,033,938 (1,122,021) 7,911,917
- (672,375) {572,375)
9,033,938 (1,694,396) 7,339,542

* Accumulated losses include amounts related to deferred tax assets by the amount of JD 184,874

which can not be used as at 31 December 2020.

The attached notes from 1 to 23 form part of these financial statements



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019

JD JD
OPERATING ACTIVITIES
Loss for the year before income tax {1,450,476) {572,375)
Adjustments for:
Depreciation of property and equipment 5 410,594 540,068
Depreciation of right of use assets 6 5,760 11,487
Loss from sale of property and equipment 15 123,414 -
Disposat of right of use assets {4,625) -
Provision for expected credit losses 8 8,006 15,720
Finance costs 74,353 75,352

{832,974) 70,253
Changes in working capital:
Inventories 35,785 (26,444)
Accounts receivable 225,507 (147,845)
Other receivables 71,232 (22,695)
Cheques pavyable 132,932 200,912
Accounts payable 124,624 (53,979)
Other payables 59,078 102,133
Lease liabiliies paid 6 (7,500) (15,001)
Net cash flows (used in} from operating activities (191,316) 107,334
INVESTING ACTIVITIES
Purchase of property and equipment 5 {55,704) (59,221)
Proceeds from sale of property and equipment 178,302 -
Net cash flows from (used in) investing activities 122,598 (59,221)
Net (decrease) increase in cash and cash equivalents {68,718) 48,113
Cash and cash equivalents beginning of the year 10 87,560 39,447
Cash and cash equivalents ending of the year 10 18,842 87,560

The attached notes from 1 to 23 form part of these financial statements



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

(1) GENERAL

Winter Valley Tourism Investment Company - Public Shareholding Company (the "Company”)
was incorporated on August 29, 2005 with a paid in capital of JD 1,500,000 distributed over
1,500,000 shares at a par value of JD 1 per share. Subsequently the paid in capital increased
sevearal times throughout the years to become JD 39,000,000 distributed over 39,000,000 shares
at a par value of JD 1 per share.

During 2018, the Company reduced its paid capital by JD 29,966,062 to hecome JD 8,033,938 in
addition to reducing the share premium by JD 350,000, discount premium by JD 19,067,815 and
statutory reserve by JD 28,511 for the purpose of setting off accumulated losses.

The Company's main objectives are constructing, owning, operating, managing and investing in
hotels, resorts, commercial and residential buildings and everything else related to hote! activities,
tourism, commercial and residential buiidings and properties for development.

The Company's address is Amman - Jordan, and the Company operates in the Dead Sea
through Ramada Hotel - Dead Sea.

The financial statements were approved by the Board of Directors on 14 March 2021 and
requires the approval of the General Assembly.

Investors with significant influence on the Company:

Amman Gate Investment Company and Mrs. Rana Ahmad Abdel Karim Abu Shanab and Mrs.
Noha Jamil Aref Barakat owns 38.7% and 38.7% and 9.1% of the Company's issued shares
respectively.

{2) ACCOUNTING POLICIES

2-1) BASIS OF PREPARATION
The financial statements have been prepared on a historical cost basis.

The financial statements have been prepared in accordance with the International Financial
Reporting Standards (IFRS).

The financial statements are presented in Jordanian Dinars which is the Company’s functional
currency.

(2-2) CHANGES IN ACCOUNTING POLICES

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
2019 except for the adoption of new standards effective as of 1 January 2020 as shown below:

Amendments to IFRS 3: Definition of a Business

The amendment to IFRS 3 Business Combinations clarifies that to be considered a business, an
integrated set of activities and assets must include, at a minimum, an input and a substantive
process that, together, significantly contribute to the ability to create output. Furthermore, it
clarifies that a business can exist without including all of the inputs and processes needed to
create outputs. These amendments had no impact on the financial statements of the Company,
but may impact future periods should the Company enter into any business combinations.

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

1



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

Amendments to IAS 1 and [AS 8: Definition of "Material"

The 1ASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors to align the definition of
‘material’ across the standards and to clarify certain aspects of the definition. The new definition
states that, 'Information is material if omitting, misstating or obscuring it could reasonably be
expected to influence decisions that the primary users of general-purpose financial statements
make on the basis of those financial statements, which provide financial information about a
specific reporting entity. These amendments had no impact on the financial statements of, nor is
there expected to be any fuiure impact to, the Company.

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

Amendments to IFRS 7,and IFRS 9 Interest Rate Benchmark Reform

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.

These amendments have no impact on the financial statements of the Company.

Amendments to IFRS 16 Covid-19 Related Rent Concessions

On 28 May 2020, the 1ASB issued Covid-19-Related Rent Concessions - amendment to IFRS16
Leases. The amendments provide relief to lessees from applying IFRS 16 guidance on lease
modification accounting for rent concessions arising as a direct consequence of the Covid-19
pandemic. This relates to any reduction in lease payments which are originally due on or before
30 June 2021. As a practical expedient, a lessee may elect not to assess whether a Covid-19
related rent concession from a lessor is a lease modification.

The amendment applies to annual reporting periods beginning on or after 1 June 2020. Earlier
application is permitted.
The Company did not have any leases impacted by the amendment.

(2-3} GOING CONCERN

This financial statement of the Company indicates the existence of certain events and conditions
related to COVID-19 pandemic that may cast a significant doubt on the Company's future
performance. These include the following:

The Company incurred losses amounted to JD 1,500,476 during the year ended 31 December
2020 (31 December 2019: dD 572,375).

The Company's accumulated losses amounted {o JD 3,194,872 as of 31 December 2020 which is
equivalent 35.4% of the paid in capital (31 December 2019: JD 1,694,396 which is equivalent to
18.8% of paid in capital).

The Company has a deficiency in working capital as of 31 December 2020 by JD 3,845,023 (31
December 2019: JD 3,057,254).

In order to mitigate these conditions and ensure the continuity of the Company, The Board of
Directors restructured the executive management of the hotel and owing company by appointing
an experienced executive director for the owning company. The new appointment is expected to
increase the operational efficiency of the hotel and positively affect the operating profit and loss of
the hotel also the new management recommended to the board of directors to increase the
capital of the Company during the year 2021. Accordingly, the management has prepared the
financial statements based on the going concern basis.



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

{3) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property and equipment

Property and equipment are stated at cost, net of accumulated depreciation and any impairment
value. 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.

Depreciation (except for land) is computed on a straight-line basis over the estimated useful lives
of assets at the following annual rates:

%
Buildings 2
Furniture and decorations 10-25
Vehicles 15
Electrical and office equipment 10-25
Computers and software 25

When the carrying values exceed the estimated recoverable amounts of the property and
equipment, the assets are written down to their recoverable amounts of the property and
equipment, and the impairment is recorded in the statement of comprehensive income.

The usefu! life and depreciation method are reviewed pericdically to ensure that the method and
period of depreciation are consistent with the expected pattern of economic benefits from items of
property and equipment.

Accounts receivable

Trade receivables are measured at the transaction price determined under [FRS 15. The
Company recognises an allowance for expected credit losses (ECLs) for trade receivables. The
Company applies a simplified approach in calculating ECLs. The Company 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-locking
factors specific to the debtors and the economic environment.

Revenue

{a) Sale of goods:

The Company’s contracts with customers for the sale of goods generally include performance
obligations. The Company has concluded that revenue from sale of goods should be recognised
at the point in time when control of the asset is transferred to the customer.

{b) Rendering of services

Under IFRS 15, the Company concluded that revenue from services will continue to be
recognised over time, because the customer simultaneously receives and consumes the benefits
provided by the Company. Revenue from the services received will continue to be recognised at
a point in time.



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

(c) Advances received from customers

The Company will not adjust the promised amount of the consideration for the effects of a
financing component 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 will 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.

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

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.

Loans

After initial recognition, loans are subsequently measured at amortised cost using the effective
interest rate method. Gains and losses are recognised in statement of profit or loss when the
liabilities are derecognised as well as through effective interest amortisation process. Amortised
cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest. The effective interest amortisation is included in
finance costs in the statement of profit and loss.

Cash and cash equivalents

For the purpose of the preparation of statement of cash flows, cash and cash equivalents
consists of cash and short-term deposits are defined abaove, net of outstanding bank overdraft
and restricted cash.

Fair value
The fair value of financial assets traded in active markets is determined by reference to closing

prices at the balance sheet date.

Fair value represents the price to be abtained when the asset is sold or to be paid to settle a
liability in an organized transaction between market participants on the measurement date.

Fair value is measured based on the assumption that the asset sale or settlement of the
obligation is made through the major markets for the asset and liability. In the absence of the
primary market, the most appropriate market for assets or liabilities is used. The company needs
to have access to the main market or the most convenient market.

The Company measures the fair value of assets and liabilities using assumptions used by market
participants when pricing assets or liabilities on the assumption that market participants are acting
in their economic interest.

The measurement of the fair value of non-financial assets takes into account the ability of market
participants to generate economic benefits by using assets in the best way or selling them to
another participant who will use the assets in the best way.

The Company uses appropriate and appropriate valuation techniques, provides adequate

4



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

information to measure fair value, clarifies the use of observable inputs directly and minimizes the
use of inputs that can be observed indirectly.

The Company uses the following arrangement of valuation methods and alternatives in
determining and presenting fair value of financial instruments.

All assets and liabilities where fair value is measured or disclosed in the financial statements or
written off using the following levels of fair value and based on the lowest level of inputs that have
an important impact on the measurement of fair value as a whole:

Level 1: quoted market prices in active markets for similar assets and liabilities.

Level 2: assessment techniques that take into account inputs with significant impact on fair
value and can be observed directly or indirectly.

Level 3: valuation techniques where inputs are used that have an important impact on fair
value but are not based on observable market information.

The Company determines whether any assets and liabilities are transferred between fair value
levels through reclassification of the classifications (based on the lowest level of inputs that have
a material effect on the fair value measurement as a whole) at the end of each financial period.
For the purpose of clarifying fair value, the Company determines classifications of assets and
liabilities by nature, asset or liability risk and fair value.

Income tax
Current income tax is calculated in accordance with the Income Tax Laws in Jordan.
Tax expense comprises current tax and deferred taxes.

Current tax is calculated based on taxable profits, which may differ from accounting profits
appearing in the financial statements. Accounting profits may include non-taxable profits or
expenses which may not be tax deductible in the current but in subsequent applicable years or
taxible accumulated losses or non taxible nor deductible items.

Deferred income tax is provided using the liability method on temporary differences at the
financial statements date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes. Deferred income tax is measured at the tax rates that
are expected to apply to the year when the tax liability is settled or the tax asset is realized.

The carrying amount of deferred income tax assets is reviewed at each financial statement date
and reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred income tax asset to be utilized.

Offsetting

Financial assets and financial liabilities are only offset and the net amount reported in the
statement of financial position when there is a legally enforceable right to set off the recognized
amounts and the Company intends to either seftle on a net basis, or to realize the asset and
settle the liability simultaneously.

Inventories
Inventories are valued at the lower of cost and net realizable value.



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually
for impairment. Assets that are subject to amortization are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the assef's carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to
sell and value in use.

For the purposes of assessing impairment, assets are compared at the lowest levels for which
there are separately identifiable cash flows (cash-generating units).Non-financial assets that
suffered impairment are reviewed for possible reversal of the impairment at each reporting date.

Foreign currencies

Transactions in foreign currencies are initially recorded in the functional currency rate ruling at the
date transaction. Monetary assets and liabilities dominated in foreign currency are retransiated at
the functional currency rate of exchange ruling at the statement of financial position date. Profit or
loss resulting from transactions in foreign currencies are recorded in the consolidated statement
of profit and [oss.

L.eases
The Company assesses at contract inception whether a contract is, or contains, a lease. That is.
if the contract conveys the right to control the use of an identified asset for a period of time in

exchange for consideration.

The Company applies a single recognition and measurement approach for all leases, except for
short- term leases and leases of low-value assets. The Company recognizes lease liabilities to
make lease payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the
date the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities.

The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless the Company is reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recognised right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful life and the lease term. Right-of-use
assets are subject io impairment.

Lease liabilities

At the commencement date of the lease, the Company recognises iease liabilities measured at
the present value of lease payments to be made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual

value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Company and payments of penalties for terminating a
lease, If the lease term reflects the Company exercising the option to terminate.

The variable lease payments that do not depend on an index or a rate are recognised as expense
in the period on which the event or condition that triggers the payment occurs.



WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

In calculating the present value of lease payments, the Company uses the incremental borrowing
rate at the lease commencement date if the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease paymenis made. In addition, the carrying
amount of lease liabilities is remeasured If there is 2 modification, a change in the lease term, a
change in the in-substance fixed lease payments or a change in the assessment to purchase the
underlying asset.

Significant judgement in determining the lease term of contracts with renewal options

The Company determines the lease term as the non-cancellable term of the lease, together with
any periods covered by an option to extend the lease if it is reasonably certain to be exercised, or
any periods covered by an option to terminate the lease, If it is reasonabiy certain not to be
exercised.,

The Company has the option, under some of its leases to lease the assets for additional terms.
The Company applies judgement in evaluating whether it is reasonably certain to exercise the
option to renew,

That is, it considers all relevant factors that create an ecenomic incentive for it to exercise the
renewal. After the commencement date, the Company reassasses the lease term if there is a
significant event or change in circumstances that is within its control and affects its ability to
exercise (or not to exercise) the option to renew (e.g., a change in business strategy).

The Company included the renewal period as part of the lease term for leases of plant and
machinery due to the significance of these assets to its operations. These leases have a short
non-cancellable period and there will be a significant negative effect on production if a
replacement is not readily available.

(4) USE OF ESTIMATES

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

Useful fife of properties and equipment

The Company’s management estimates the useful life for property, plant and equipment for the
purpose of calculating depreciation by depending on the expected useful life of these assets.
Management reviews the remaining book value and useful life annually. Future depreciation
expense is adjusted if management believes that the remaining useful life of the assets differs
from previous estimations.

Expected credit losses

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.
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Income tax provision

The Company calculates tax expense for the year based on reasonable estimates, for possible
consequences of audit by the Income and Sales tax department. The amount of tax provision is
based on various factors, such as experience of previous tax audits. Additionally, the Company
engages an independent tax specialist to review the tax provision calculations.

Deferred tax assets are recognized for all deductible temporary differences such as unused tax
expenses and losses to the extent that it is probable that taxable profit wili be available against
which the loses can be utilized. Management judgment is required to determine the amount of
deferred tax assets that can be recognized, based upon the likely timing and the level of fufure
taxable profits.
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WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

{6} RIGHT OF USE ASSETS

The table below shows the book value of right-of-use assets recognized and the movement
during the year ended December 31, 2020, as the company canceled this contract on July 1,

2020.

Right of use assets

At 1 January 2019
Depreciation
At 31 December 2019

Depreciation
Disposal
At 31 December 2020

lease contracts

JD

74,747
(11,487)

63,260

(5,760)
(57,500)

The table below shows the book value of lease liabilities recognized and the movement during

the year ended December 31, 2020

Lease liabilities

At 1 January
Interest expense
Payments

Disposal
At 31 December

Lease liabilities — due within a year

| ease liabilities — due over onhe year

{7} INVENTORY

Food

Drinks
Consumables
Cther

2020 2019
JD JD
67,092 76,250
2,533 5,842
(7,500) (15,000)
(62,125) -
- (67,002)
- 9,933
- 57,159
- 67,002
2020 2019
JD JD
6,328 25,674
9,581 18,638
11,054 18,429
67 74
27,030 62,815
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WINTER VALLEY TOURISM INVESTMENT COMPANY ~ PUBLIC SHAREHOLDING COMPANY

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

{8) ACCOUNTS RECEIVABLE

Accounts receivable
Expected credit loss allowance

2020 2019
JD JD
182,207 407,714
(111,875) (103,869)
70,332 303,845

The following is the accounts receivable ageing as of December 31 using expected credit loss

provision matrix:

Weighted average Accounts Expected credit
loss rate receivable loss allowance
JD JD

2020-
Less than 30 days 5% 9,479 474
31 -60 days 6.6% 4,701 310
61 - 80 days 11% 8,783 966
91 - 120 days 15% 2,527 379
121 - 150 days 20% 7,200 1,440
151 - 365 days 35% 63,402 22,191
More than 365 days 100% 86,115 86,115
182,207 111,875
Weighted average Accounts Expected credit
loss rate receivable loss allowance

JD JD

2019~
Less than 30 days 5% 95,422 4,909
31 - 60 days 6.6% 129,502 4,644
61 - 90 days 11% 59,377 2,735
91 - 120 days 15% 14,386 2,197
121 - 150 days 20% 18,011 3,112
151 - 365 days 35% 5,682 838
More than 365 days 100% 85,434 85,434
407,714 103,869

12




WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

The movement on the expected credit loss provision is as follows:

2020 2019

JD JD
At 1 January (103,869) {88,149)
Expected credit losses for the year (8,008) {15,720}
At 31 December (111,875) (103,869)

Unimpaired receivables are expected to be fully recoverable based on the Company's
management opinion. The Company does not obtain any guarantees against these receivables.

{9) OTHER DEBIT BALANCES
2020 2019
JD JD
Advance payments to suppliers 65,887 8,414
Prebid expenses 2,785 130,964
Refundable deposit - 150
Others 6,250 6,626
74,922 146,154
{10} CASH_ ON HAND AND BANKS
2020 2019
JD JD
Bank current accounts 12,592 75,603
Cash on hand 6,250 11,957
18,842 87,560
11 LOAN
Currency Interest 2020 2019
JD JD
L.OAN
Al Gandoul Investments Company usD 3% 2,384,646 2,322,826

Al Gandoul Investments Company Loan:

The Company signed a loan agreement on April 26, 2015 with Al Gandoul Investments Company
with a value of USD 4,500,000 at an interest rate of 3% per annum to repay all obligations due on
the Company or any business related to the Company. If was agreed to pay the full amount of the
loan and interest due by one payment after one year of the date of full withdrawal of the loan
amount. On 25 November 2015, the Company signed an addendum to the agreement to increase
the loan amount to USD 7,733,167 provided that all terms between the two parties on 26 April
2015 remain the same except for what has been agreed under this addendum.

The Loan includes unpaid interests by the amount of JD 407,819 as of December 31, 2020
(336,099 as of December 31, 2019).

13
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

{12} OTHER CREDIT BALANCES

2020 2019
JD JD
Accrued operator management fegs 272,025 223,210
Sales tax payable 131,192 36,393
Accrued expenses 94,984 161,071
Withholding tax payable 26,100 56,400
Income tax payable 16,623 4,269
Shareholders payable 15,937 15,937
Other 78 581
556,939 497,861

(13} EqQuiTy HOLDERS OF THE COMPANY

Paid in capital -
The Company's authorized and paid in capital as of 31 December 2020 is JD 9,033,938 divided
into 9,033,938 shares at a par value of JD 1 per share.

Statutory reserve -

Accumtulated balances in this account represent 10% of the pretax income transferred to statutory
reserve. This reserve is not available for distribution to the shareholders. Moreover, transfers
might be stopped when the statutory reserve reaches 25% of the Company’s paid-in capital.

{14} ADMINISTRATIVE EXPENSES

2020 2019

JD JD
Withholding tax expenses 26,659
Salaries and benefits 13,835 16,560
Professional fees 9,500 9,500
Provision for expected credit losses (Note 8) 8,006 15,720
Governmental expenses 7,208 7,701
Rent expense 2,083 2,500
Company's share of social security confribution 1,346 2,360
Telecommunication 1,157 1,509
Water and electricity 434 489
Other 497 13,894

70,725 70,323

{15} OTHER EXPENSES

2020 2019

JD JD
Loss from sale of property and equipment (123,414) -
Lawsuit expenses (81,000) -
Loss from recovery of sold lands (Note 6) - {178,284)

(204,414) {178,284)
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WINTER VALLEY TOURISM INVESTMENT COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

{16) INCOME TAX

A) Reconciliation between the taxable profit and the accounting profit is as follows:

2020 2019
JD JD
Accounting loss {1,450,476) {572,375)
Nondeductible expenses 8,006 194,004
Taxable losses {1,442,470) {378,371)
Current year income tax - -
Statutory income tax rate 5% 5%

Effective tax rate - -

B) Income tax expense

The income tax expense as in the statement of comprehensive income is as follows:

2020 2019
JD JD
Income tax expense - -
Deferred tax assets amortization {50,000) -
Assets Amoitization {50,000) -

No income tax was calculated for the period ended 31 December 2020 and 2019 due to the
excess of deductible expenses over taxable revenues according to the income tax law no. (38) for
the year 2018.

The Income Tax Department has reviewed the Company’s income tax returns for the years from
2012 to 2015 and issued its decision to accumulate losses by JD 4,697,491, The Income Tax
Department has reviewed the Company's income tax returns for the years from 2016 to 2018 and
issued its decision to accumulate losses by JD 1,800,000.

The company submitted 2019 tax return to Income Tax department and they are waiting to be
approved.

C) Deferred tax assets

statement of financial statement of profit or statement of changes in
position loss equity
2020 2019 2020 2019 2020 2019
JD JD JD JD JD JD

Deferred tax assets resulting
from accumulated losses
of the Company 184,874 234,874 - - - -

Deferred tax assets resulting from
temporary tax differences - -

184,874 234,874 - - . -
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

{17} Loss PER SHARE

2020 2019
JD JD
Loss for the year (JD) {1,500,476) (572,375)
Weighted average number of shares 9,033,938 9,033,938
JD{Fils JD/Fils
Basic and diluted loss per share for the year (0/166) (0/063)

{18) SEGMENT REPORTING

An operating segment is a component of the Company affected by risks and returns that
distinguish it from others and engages in producing products or services known as operating
segments or engages in producing products or services within economic environments known as
geographical segment.

When providing information on a geographical basis, segment revenue is based on the
geographical location of the customers and the segment's assets are based on the geographical
location of the asset.

The Company operates in the Hashemite Kingdom of Jordan through Ramada Hotel in the Dead
Sea; Therefore, all the revenues and costs of the Company are through the hotel's operations in
the Dead Sea.

(19) CONTINGENT LIABILITIES

Bank Guarantees-
Bank guarantees by the amount of to JD 3,000 were outstanding as of 31 December 2020 (31

December 2019: JD 4,500).

Lawsuits-

The company is a defended in lawsuits cases related to its normal course of operations by the
amount of JD 317,039 as of 31 December 2020. In the opinion of the management and its legal
advisor the Company do not have any obligation as a result of these lawsuits.

(20} CAPITAL MANAGEMENT

The primary objective of the Company's capital management is to ensure that it maintains
appropriate 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.

Capital comprises paid in capital and accumulated losses and is measured at JD 5,838,066 as at
31 December 2020 {2019: JD 7,339,542).
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

{(21) RISK MANAGEMENT

CREDIT RISK

Credit risk is the risk that one party to a financial insfrument will fail to discharge an obligation and
cause the other party to incur a financial loss. The Company is exposed to credit risk through its
operational activities (accounts receivable) and financing activities {Deposits at banks) and other
financial instruments included in the consolidated statement of financial position.

The Company seeks to limit its credit risk with respect to customers by monitoring outstanding
receivables and with respect to banks by only dealing with reputable banks.

INTEREST RATE RISK
Interest rate risk is the risk that the fair value of future cash fiow of a financial instrument will
fluctuate because of changes in market interest rate.

The company is exposed to inferest rate risk on its financial assets and liability that carry interest
such as loans.

The sensitivity of the statement of profit or loss is the effect of the assumed changes in interest
rates on the Company’'s profit for one year, based on the floating rate financial assets and
financial liabilities held at 31 December.

The following table illustrates the sensitivity of the statement of profit or loss as of 31 December
{o reasonably possible changes in interest rates, with all other variables held constant.

Increase in Effect on
interest rate loss before tax
2020~ (Basis points) JD
Currency
usD 100 {19,864)
Increase in Effect on
interest rate loss before tax
2019- (Basis points) JD
Currency
usbh 100 (19,864)

The effect of decrease in interest rate is expected to be equal and opposite to the effect shown
above.
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31 DECEMBER 2020

LIQUIDITY RISK
Liquidity risk is the risk that the Company will not be able to meet its financial obligating as they

fall due.
The Company limits its liquidity risk by insuring bank facilities are available.

The table below summarizes the maturities of the Company’s (undiscounted) financial liabilities
as at 31 December, based on contractual payment dates and current market interest rates.

Less than 31012 1to0 5
Ondemand 3 months months years Total
JD JD JD JD JD

31 December 2020

Loan 2,394,646 - - - 2,394,646
Post dated cheques 175,962 75,000 82,882 - 333,844
Accounts payable - 750,720 - - 750,720
Other current liabilities - 556,939 - - 556,939
Total 2,570,608 1,382,659 82,882 - 4,036,149
31 December 2019

Loan 2,322,826 - - - 2,322,826
Lease liability - 2,483 7,450 57,159 67,092
Post dated cheques - 200,912 - - 200,912
Accounts payable - 626,006 - - 626,096
Other current liabilities - 497,861 - - 497,861
Total 2,322,826 1,327,352 7,450 57,159 3,714,787

CURRENCY RISK
Most of the Company's fransactions are in JOD and US Dollars. The JOD is pegged to a fixed
rate with the US dollar, thus the impact of currency risk is not material to the financial statements.

22 FAIR VALUES
Fair value hierarchy

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

L.evel 1: quoted prices (unadjusted) in active markets for financial asssts.

Level 2: inputs other than quoted prices included within Level | that are observable for the asset
or liability, either directly (i.e., as prices) or indirectly {i.e., derived from prices). This
category includes instrument evaluated based on: Prices quoted in active markets for
simifar instruments or through the use of valuation model that includes inputs that can
be traced to markets, these inputs could be defend directly or indirectly.

Level 3: inputs for the asset or liability that are not based on observable market data.

18
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Financial assets and liabilities that are not measured af fair value:

Book value Level 1 Level 2 Level 3
JD JD JD JB

As at 31 December 2020

Cash on hand and at banks 18,842 18,842 - -
Accounts receivable 70,332 - - 70,332
Other receivables 74,922 - - 74,922
Loan 2,304,646 2,394,646 - -
Cheques payable 333,844 - . 333,844
Other payables 556,939 - - 556,939
Accounts payable 750,720 - - 750,720
As at 31 December 2019

Cash on hand and at banks 87,660 87,560 - -
Accounts receivable 303,845 - - 303,845
Other receivables 146,154 - - 146,154
Loan 2,322,826 2,322,826 - -

Lease liabilities 67,092 - - 67,092
Cheques payable 200,912 - - 200,912
Other payables 497,861 - - 497,861
Accounts payable 626,096 - - 626,096

The management believes that the book value of financial assets and liabilities are not materially
different from its fair values.

{23) 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 to adopt these
standards when they become effective.

IFRS 17 Insurance Contracts

IFRS 17 provides a comprehensive model for insurance contracts 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 contracis (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
aliocation approach.

The new standard will be effective for annual periods beginning on or after 1 January 2023 with

comparative figures required. Early application is permitted provided that the entity also applies
IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2020

Amendments to IAS 1: Classification of Liabilities as Current or Non-current

In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify:

- what is meant by a right to defer settlement,

- the right fo defer must exist at the end of the reporting period,

- that classification is unaffected by the likelihood,

- that an entity will exercise its deferral right,

- and that only if an embedded derivative in a convertible liability is itself an equity
instrument would the terms of a liability not impact its classification.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023
and must be applied retrospectively.

Reference to the Conceptual Framework — Amendments to IFRS 3

In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations -Reference to the
Conceptual Framework. The amendments are intended to replace a reference to the Framework
for the Preparation and Presentation of Financial Statements, issued in 1989, with a reference to
the Conceptual Framework for Financial Reporting issued in March 2018 without significantly
changing its requirements.

The Board also added an exception to the recognition principle of IFRS 3 to avoid the issue of
potential ‘day 2' gains or losses arising for liabilities and contingent liabilities that would be within
the scope of IAS 37 or IFRIC 21 Levies, if incurred separately. At the same time, the Board
decided to clarify existing guidance in IFRS 3 for contingent assets that would not be affected by
replacing the reference to the Framework for the Preparation and Presentation of Financial
Statements.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022
and apply prospectively.

The amendments are not expected to have a material impact on the Company.
Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16

In May 2020, the IASB issued Property, Plant and Equipment - Proceeds before Intended Use,
which prohibits entities from deducting from the cost of an item of property, plant and equipment,
any proceeds from selling items produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. Instead, an
entity recognises the proceeds from selling such items, and the costs of producing those items, in
profit or loss.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022
and must be applied retrospectively to items of property, plant and equipment made available for
use on or after the beginning of the earliest period presented when the entity first applies the
amendment.

The amendments are not expected to have a material impact on the Company.

Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

in May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity needs to
include when assessing whether a contract is onerous or loss-making.
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31 DECEMBER 2020

The amendments apply a “directly related cost approach”. The costs that relate directly to a
coniract to provide goods or services include both incremental costs and an allocation of costs
directly related to contract activities. General and administrative costs do not relate directly to a
contract and are excluded unless they are explicitly chargeable to the counterparty under the
contract.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022.
The Company will apply these amendments to contracts for which it has not yet fulfilled all its
obligations at the beginning of the annual reporting period in which it first applies the
amendments.

The amendmants are not expected to have a material impact on the Company.

IFRS 9 Financial Instruments — Fees in the 10 per cent’ test for derecognition of financial
Liabilities

As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued
amendment to IFRS 9. The amendment clarifies the fees that an entity includes when assessing
whether the terms of a new or modified financial liability are substantially different from the terms
of the original financial liability. These fees include only those paid or received by the borrower
and the lender, including fees paid or received by either the borrower or lender on the other’s
behalf. An entity applies the amendment to financial labilities that are modified or exchanged on
or after the beginning of the annual reporting period in which the entity first applies the
amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022
with earlier adoption permitted. The Company will apply the amendments to financial liabilities
that are modified or exchanged on or after the beginning of the annual reporting period in which
the entity first applies the amendment.

The amendments are not expected to have a material impact on the Company.
IBOR reform Phase 2

IBOR refarm Phase 2, which will be effective on 1 January 2021, includes a number of reliefs and
additional disclosures. The reliefs apply upon the transition of a financial instrument from an IBOR

to a risk-free-rate {RFR).

Changes to the basis for determining contractual cash flows as a result of interest rate
benchmark reform are required as a practical expedient to be treated as changes to a floating
interest rate, provided that, for the financial instrument, the transition from the IBOR benchmark
rate to RFR takes place on an economically equivalent basis.

IBOR reform Phase 2 provides temporary reliefs that allow the Company’s hedging relationships
to continue upon the replacement of an existing interest rate benchmark with an RFR. The reliefs
require the Company to amend hedge designations and hedge documentation. This includes
redefining the hedged risk to reference an RFR, redefining the description of the hedging
instrument and / or the hedged item to reference the RFR and amending the method for
assessing hedge effectiveness. Updates to the hedging documentation must be made by the end
of the reporting period in which a replacement takes place. For the refrospective assessment of
hedge effectiveness, the Company may elect on a hedge by hedge basis to reset the cumulative
fair value change to zero.
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The Company may designate an interest rate as a noncontractually specified, hedged risk
component of changes in the fair value or cash flows of a hedged item, provided the interest rate
risk component is separately identifiable, e.g., it is an established benchmark that is widely used
in the market to price loans and derivatives. For new RFRs that are not yet an established
benchmark, relief is provided from this requirement provided the Company reasonably expects
the RFR to become separately identifiable within 24 months. For hedges of groups of items, the
Company is required to transfer to subgroups those instruments that reference RFRs. Any
hedging relationships that prior to application of IBOR reform Phase 2, have been discontinued
solely due to IBOR reform and meet the qualifying criteria for hedge accounting when [BOR
reform Phase 2 is applied, must be reinstated upon initial application.
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