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INDEPENDENT AUDITOR'S REPORT

To the Sharehoiders of

Jordan Hotels and Tourism Company - 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 2016, 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 conducted 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 fulfiled 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 approptiate 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 2016. 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 responsibiiities 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 matters below, provide the basis for our audit opinion
on the accompanying financial statements.

Ravenue Recognition

Wae focus on this area as there is a risk of misstatement of revenue due to high volume of revenues
with relatively low value transactions. Also, because there is a risk that billing to customers may
be done 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,

How the Key Audit Matter was addressed.

We tested the Company's controls around revenue recognition and key manual controls in the
revenue cycle. We performed detaited analytical procedures for the gross margin on a monthly
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
journal entries on revenue accounts.

Refer to Note (2) for significant accounting policies and significant judgements and estimates
applicable to revenue account.
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Other information included in the Company’s 2016 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 after the date of this auditor's
report.

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 materiaty 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
materia! misstatement of this other inforration; 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 contro! as rmanagement determinas 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, managemen! is responsible for assessing the Company’s
ability to continue as a going concern, disciosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company of 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 Financilal Statements

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

Reasonable assurance is a high level of assurance, but is not a guarantee that an aydit conducted
in accordance with 1SAs 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 siatements.

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

. Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to thase risks, and
obtain audit evidence that is sufficient and apprapriate to provide a basis far our apinion. 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 gaing concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
refated to events or conditions that may cast significant doubt on the Company's ability to
continue as a gaing concern. If we conclude that a material uncertainty exist, 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 madify our opinion. OQur conclusions are based 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.



EY

Auilding a better
working workd

« 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 mast 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 @ 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 Leqal and Requlatory Requirements

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

Ernst & Young/ Jordan

LN 5
M + % (’/Bishr Ibrahim Baker

License No. 592
Amman - Jordan
23 March 2017




JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2016

ASSETS

Non-current assets -

Lands

Property, plant and equipment
Projects in progress

Financial assets at fair vaiue through other

comprehensive Income

Current assets -
Inventories

Accounts receivable

Cther current assets

Cash on hand and at banks

TOTAL ASSETS

EQuity AND LIABILITIES

Equity -

Paid in capital
Share premium
Statutory reserve
Voluntary reserve
Retained earnings

Total Equity

Liabilities -

Current liabilities -

Current portion of lang term Inans
DCue to banks

Accounts payable

Due to related parties

Other current liabilities

Provision for income tax
Total Liabilities
TOTAL EQUITY AND LIABIWLITIES

Notas 2018 2015

JD JD
368,573 368,973
3 26,680,588 29,011,555
4 - 1,803
5 30,000 30,000
27,079,561 29,412,331
113,220 112,948
6 914,617 1,312,415
7 906,421 468,033
8 5,643,882 3,617,015
7.578,140 5,511,462
34 657,701 34,923,793

9

10,000,000 10,000,000
505,173 505,173
2,569,247 2,569,247
3,800,824 3,800,824
14,368,739 13,755,804
31,243,983 30,631,138
11 - 1,683,334
12 7.828 3,658
1,128,844 455,635
13 150,152 90,776
14 1,750,272 1,545,560
16 376,621 513,394
3.413,718 4,292,655
34,657,701 34,923,793

The accompanying notes from 1 to 22 form part of these financial statements



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2016

Noles 2016 2015
JD JD
Operating revenues - intercontinental Hotel Jordan 21,664,859 23,504,147
Operating expenses - intercontinental Hotel Jordan (14,964,769) (16,400,629)
Gross operating income from the hotel 6,700,090 7,103,518
Rent income 194,893 187,603
interest income 79,778 38,171
Other income 15,862 25681
Finance costs (50,044) (164,131)
Depreciation of property, piant and equipment 3 (3,649,699) (3,664,018)
Administraiive expenses 15 (691,021} (664,267)
Board of Directors' remuneration (45,000) (45,000)
Profit before income tax 2,554,859 2,818,559
income tax expense 16 (442,114) {538,974)
Profit for the year 2,112 845 2,279,585
Other comprehensive income items - -
Total comprehensive income for the year 2,112,845 2,279,585
JD { Fils JD / Flis
Basic and diluted earnings per share 17 Q211 Q1228

The accompanying notes from 1 to 22 form part of these financial statements
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JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY

STATEMENT OF CASH FLOWS
For THE YEAR ENDED 31_ DECEMBER 2016 o

Operating Activities
Profit hefore income tax

Adjustments for:

Depreciation of property, plant and equipment
Finance costs

Interest income

{Reversal of) provision for doubtful accaunts

Loss (gain) on sale of property, plant and equipment

Changes In working capital
Inventories

Accounts receivable

Cther current assets
Accounts payable

Due to related parties

Other current liabilities
Income tax paid

Net cash flows from operating actlvitles

Investin Ities

Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Project in progress

interest received

Net cash flows used in investing activitles

Financing Activities
Dividends paid
Interest paid
Repayments of loans

Net cash flows used in financing activities

Net increase 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

MNotes 2016 2015

30 JD
2,554,959 2,818,558
3 3,649,699 3,664,016
50,044 164,131
{79,778) (39,171)
6 (88,199) 162,327
6,362 (2,504)
{221) {19,616)
485,897 390,655
{435,530) 271,525
672909 24,146
59,376 (93,902}
225,385 {645,828)
16 (578,887) {342,840}
6,522,116 6,351,408
3 (1,365,780) {383,976)
40,686 158,542
1,803 {1,803}
77,920 36,903
{1,245,371) (333,334)
(1.514,336) {1,484,053)
(58,381) {170,634}
(1,683,334) {1,683,333)
{3,254,051) {3,338,020}
2,022,694 2,680,144
3,613,359 833,215
8 5,636,053 3,613,359

The accompanying notes from 1 to 22 form part of these financial statements



JoroAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER gqjﬁ

1. GENERAL

Jordan Hotels and Tourism Company {the “Company’) was registered in 1955 as a public
sharehaiding company located in Amman, The Company increased its capital throughout the years
to reach JO 10,000,000 divided into 10,000,000 shares with a par vaiue of JD 1 per share, The
Company’s main objectives are to invest in real estate and tourism activities, specifically.

The Company owns intercontinental Hotel Jordan {the “Hotel"} which is operated and managed by
the Intercontinental Hotel Corporation in accordance with tha operating and management agreement
signed in 1972 and its subsequent amendments. The Company signed a new agreement effective
from 1 January 2008 to 31 December 2017,

The financial statements were approved by the Company's Board of Directors on 22 March 2017,
These financial statements require the approvai of the General Assembly of the sharehoiders of the
Company.

2. ACCQUNTING POLICIES
2.1 BASIS OF PREPARATION

The financial statements have been prepared In accordance with International Financlal Reporting
Standards (IFRS) as issued by the internationat Accounting Standard Board {IASB).

The financial statements have been prepared on a historical cost convention except for the financial
assels 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.

2.2 CHANGES IN ACCOUNTING PQLICIES

The accounting policies used in the preparation cf the financial statements are consistent with those
used in the preparation of the annual financlal statements for the ysar ended 31 December 2015
except for the followings:

Equity Method in Separate Financial Statements {Amendments to 1AS 27 and IFRS 1)

in August 2014, the IASB amended 1AS 27 Separate Financial Statements which restore the option
for entities, in the separate financial statements, to account for investments in subsidiaries,
associates and joint ventures using the equity method as described in IAS 28 Investmenis in
Associates and Joint Ventures. A conseguentlal amendment was also made to IFRS 1 First-time
Adoption of International Financial Reporting Standards. The amendment to iIFRS 1 allows a first-
time adopter accounting for investments In the separate financial statements using the equity
method, to apply the IFRS 1 exemption for past business combinations to the acquisition of the
investment.

-1-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 20186

iAS 1 Presantatlon of Financial Statements - Amendments te IAS 4
The amendments to 1AS 1 inglude nammow-focus improvements related te:

* Materiality

+ Disaggregation and subtotals

« Notes structure

« Disclosure of accounting policies

« Preseptation of items of other comprehensive income (OCI) arising from equity accounted
investments

Investment entities (Amendments to IFRS 10 and IAS 28)

The amendments address the issues arising in practice in the application of the investment antities
consolidation exception and clanfy that:

« The exemption from presenting consclidated financial statements applies to a parent entity that
is a subsidiary of an investment entity, when the investment antity maasuras all of its subsidiaries
at falr value.

« Subsidiary that Is not an investment entity itself and provides suppont sarvices to the investment
entily is consolidated. All other subsidiaries of an investment entity are measured at fair value.

« Application of the equity method by a non-investment entity that has an interest in an associate
orjoint venture that is an investment entity: The amendments to 1AS 28 Investments in Asscciales
and Joint Ventures allow the investor, when applying the equity method, to retain the fair value
measurement applied by the Investment entity associate or joint venture to its interests in
subsidiarias.

Amandments to |AS 48 and iAS 38: Clarification of Acceptable Methods of Depreclation and
Amortization

The amendments clarify the principle in IAS 16 and 1AS 38 that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part) rather
than the economic benefits that are consumed through usa of the assel. As a result, a ravenue-
based method cannct be used to depreciate property, plant and equipment and may only be used in
very limited circumstances tc amortize intangible assets.

Amendmants to IFRS 44 Joint Arrangements: Accounting for Acquisitions of Interests

The amendments to IFRS 11 requirs that a joint operator accounting for the acquisition of an intsrest
in a joint operation, in which the activity of the joint operation constitutes a business, must apply the
relevant IFRS 3 principles for busingss comblnations accounting. The amendments alse clanify that
a previously held interest in a joint operation is not remeasured on the acquisition of an additional
interest in the same joint operation while joint control is retained. In additicn, a scope exclusion has
besan added to [FRS 11 to specify that the amendments de not apply when the parties sharing joint
contral, including the reporting entity, are under commen control of the same ultimate controlling

party.

The amendments apply to beth the aequisition of the inilial interest in a jeint operation and the
acquisition of any additional interests in the same joint operation .

The implementation of the new amendments did not have impact on the Cempany's financial position
or performance and became effective for annual periods which started from 1 January 2016.

2



JoroAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

2.3  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES :
Land
Land is stated alt cost less any impairment losses, if any, and is not depreciated.
Property, plant and equipment

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

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

o

Buitdings 2 j
Electromechanical works 15 !
Elevators 10 '
Decorations 15
Equipment and machinery 15
Furniture and fixtures 15
Togls 15
Computers 20
Vehicles 15

The carrying values of property and equipment ara reviewed periodically for impalirment when events
or changss in circumstances indicate that the assets are recorded at values exceed the eslimated
recoverable amount, consequently, the assels are writlen down to their recoverable amount, and
impairment losses are reccgnized in the statemant of comprehensive income.

The assets residual values, usefu! lives and methods of depreciation are reviewed at each financial
year end and adjusted prospectively, if appropriate.

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 tha statement of
comprehensive income.

Projects in progress
Projects In pragress are stated at cost, which rapresents cost of constructions, equipment and direct

costs. Projects in progress are not depreciated until thay became ready for use and transferred to
property, plant and equipment,



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMEBER 2016

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 foraign currencles. In case of sale of such assets or part of it, the gain
or loss is recorded at the statemenl of comprehensive Income and in the statement of change in
squity 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.

Falr value

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 assel or transfer the liability takes place
either:

- 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.

The principal or the most advantageous market musl be accessible to by the Company.

The falr value of an asset or a liability is measured using the assumptions that market participants

would use when pricing the asset or liability, assuming Lhat market participants act in their sconomic
bast interest.

A fair value measurement of a non-financial asset takes into account a markst particlpant's ability to
generate economic benefils 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.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

All assets and liavilities 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 lawest leve! 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 ltabilities
Level 2 - Valuation technigues for which the lowest leve!l input lhat is significant to the fair value
measurement Is directly or indirectly observable

Level 3 - Valuation techniques for which the lowest leve! input that is significant to the fair value
measurement is uncbservable

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

Inventories

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

Accounts raceivable

Accounts receivable are stated at original invoica amount less any provision for any uncoliectible
amounts. An astimate for doudtful debts is made when collection of the full or part of the amount is
no longer probable. Bad debts are written off whan thera is no possiblity of recovary.

Cash on hand and at banks

Cash on hand and at banks in the statement of financiai position comprise cash on hand and at
banks and short term deposits with an original 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 bank, 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.

-5~



JORDAN HOTELS AND TOURISM COMPANY ~ PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

Loans and borrowings

Loans and borrowings are measured at amartized cost using the effective interest rate method. Gains
and losses are recognized in the statement of comprehensive income when the liabilities are
derecognized as well as through the effective interest rate method (EIR) amorlization process.

Amartized cost is calculated by laking inta account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The £IR amortization is included in finance costs in the
statement of comprehensive income.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized
as pant of the cost of the respective assels. All ather barrowing costs are expensed in the period thay
occur. Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrewing of funds.

Accounts payable and accruals

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

Income taxes

The income tax for the years ended 31 December 2016 and 31 December 2015 is accounted for in
accordance with the Income Tax Law No. (34) of 2014. Tax expenses comprises of current tax and
deferred taxes.

Deferred tax is provided on temparary differances at each reporling date between the tax bases of
assats 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 pericd when the assat
is realized or the liabllity is settled. The carrying values of deferred income tax assels are reviewed
at each reporting date and reduced to the extent that it is no fonger probable that sufficienit taxable
profit will be available to allow all or part of the deferred income tax asset to be utilized.

Revenue recognition

Revenue is recognized when it becames posstble econamic benefits will flow ta the Company as 2
resuit of reciprecal transaction that can be reliable measured.

Holel operating revenue is recognized when services are performed or when food and beverages
are sold and invoice is issued.

Other revenues are recognized in accordance with accrual basis.

-6-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NAGTES TQ THE FINANCIAL STATEMENTS
3 DEg_E__MBER 2016

Foreign currancy

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

2.4 USE OF ESTIMATES

The preparation of financial statement and applying of accounting policles 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 resuiting time of circumstances of these future estimates. Such estimates
are based on assumptions and necessarily multiple factors with varying degrees of appreciation and
uncertainty and that actual results may differ from estimates and as a result of changes in future
conditions and circumstances of the provision.

Estimates and assumptions used in financial statements are detailed below:

- Provision is made for account receivable based on principies and assumptions developed by the
Company's managed to value the pravision that should be taken.

- The financial year is held analysis reiates from income tax expense, per accounting statements,
principles and regulations, deferred tax, tax expenses and tax provision is calcuiated.

- The Company's management revaluate productivity of properly, and equipment periodicaily to
calcuiate annual depreciation, based on the general status of these assels and the perspective
productive age.

. A provision on fitigation, cases made against the Company is made based on a legal a made by

the Company’s attorney, by which the future possibility of risk, these analysis are periodically
reassessed.
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JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

4. PROJECTS INPROGRESS

This item represents the rencvation works for the Company and the Holel. Movemnent on projects
in progress is as follows:

Transfers to
Beginning property, plant Ending
balance Addilions  and equipment balance
2016 - JO JD JO JD
Projects In progress 1,803 452548 {454,351} -
2015-
Projects in progress - 1,803 - 1,803

During 20186, the Company completed the chillers replacement project for JO 454,351.

8. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2016 2015

JO JD
Jordanian Hospitality & Tourism Education Company (Not Listed} 30,000 30,000

6. ACCOUNTS RECEIVABLE
2018 2015

JO JO
Accounts receivable 1,214,935 1,700,932
Provision for doubtful accounts {300,318) {388,517)

914,617 1312415

-10-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

Movement on the provision for doubtful accounts is as follows:

216 2015
JD JD
Beginning balance 388,517 226,180
{Reversal of) provision for doubtful accounts, net (88,199) 162,327
Ending balance 300,318 388,517
As at 31 December, the aging of unimpaired receivables is as follows:
Past dua but hot impalrad
Neither past due 1-30 31 -850 91—~ 120
nor impaired days days days » 121 days Total
JD JD JD JD JD JD
2016 88,770 511,712 286,494 839 26,802 914,617
2015 154,352 547,570 565,629 609 44 255 1,312,415

The Company’s management expects unimpaired recelvables, on the basls of past experience,
to be fully recoverable. It is not tha practice of the Company to obtain gollateral over receivables.

7. OTHER CURRENT ASSETS

2016 2015
JD JD
Refundable deposits 15,662 68,532
Prepaid expenses 171,458 184,334
Advanced payments 338,838 141,589
Othars 380,463 74,578
906,421 469,033
8.  CASHONHAND AND AT BANKS
2016 2015
JD JD
Cash on hand and at banks 1,860,926 2,003,434
Term daposit® 3,782,956 1,613,581
5,643,882 3.817,15

* Term deposit is made for varying period of between one day and 3 months, and bearing annual

interest rate ranging from 1% to 4%.

-11-



JORDAN HOTELS AND TOURISM COMPANY - PugLIC SHAREHOLDING COMPANY
NOTES To THE FINANCIAL STATEMENTS
31 DeECEMBER 2018

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

2018 2015
JD JD
Cash on hand and at banks 5,643,882 3,617,015
Due to banks (Nate 12) (7.829) (3,656)

5,636,053 3,613,308

9, Equiy

Paid-in capital -
The Company's subscribed 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 -

As required by the Jordarian Companies’ Law, 10% of the netincome before tax is transferrad to
statutory reserve. This item represents the balance of what has been transferred over the past
years. This reserve is not avallable for distribution to shareholders. The Company may stop this
transfer to Statutory reserve when its balance reachas 25% of its capital.

Voluntary reserve -

The accumulated amourits in this account represent the cumulative appropriations not exceeding
20% of net income throughout the years. This reserve is available for distribution to the
sharehoiders.

10. DWIDENDS

The General Assembly appraved in its meeting held on 27 April 2018, the distribution of cash
dividends amounted to JB 1,500,000 (15% of the paid in capital) as cash dividends to
shareholders for 2015 results (2015: JD 1,500,000).

The Board of Directors resalved 1o recom mend to the General Assembly meeting that will be held

during 2017 to distribute an amount of JD 2,200,000 (22% of the paid in capital) as cash dividends
to shareholders for 2016 results.

12-



JORDAN HOTELS AND TQURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TC THE FINANCIAL STATEMENTS

11, LOANS
2018 2015
Current Lang Current Long
portion tarm Total porlion tarm Tolal
JO JO JD JD JO JD
Syndicated Loan - JD - - - 500,000 - 500,000
Syndicated Loan - USD - - - 1,183,334 - 1,183,334
- - - 1,683,334 - 1,683,334

Dua! Currency Syndicated Loan

On 8 June 2009 The Company was granted a dual currency syndicated and unsecured loan from
three participants banks {Arab Bank, Bank Al Etihad and Cairo Amman Bank) to finance the
renovation of blocks A & B of the fntercontinental Jordan Hotel. The Jordanian Dinar tranche
amounting JD 3,000,000 bears a floating interest rate due every six months according to Arab
Bank prime lending rate pius margin, both margin and interest rates B.375%. The USD tranche
amounting USD 10,000,000 bears a floating interest rate due every six months equal to LIBOR
plus a margin of 2.25%, which should not decrease from 4.5%. During 2010, the loan was fully
utilized for both JD and USD, and the first repayment was made on 8 June 2011,

The loan is repayable over 12 semi-annual aqual installments; the first one is due after 24 months
from the date of signing the agreament. On 7 August 2018, the last loan insialiment was paid
earlier than the scheduled payments without any commissions or penalties.

12. DuUETO BANKS

This item represents the ulilized overdraft facilities as follows:

2016 2015
JO JD

Arab Bank 7,829 3,656
Bank Al Etihad - -

Arab Bank:
This item represents the used part from the given facilities from Arab Bank wilh a ceiling
amounting, JD 1,000,000 bearing annual interest and commission of B.375% starting from 16

February 2015. The ulilised balance amaounted 1o JD 7,829 as of 31 December 2016 {2015: JD
3,656).

Bank Al Etihad:

This item represents the utilised amount of Bank Al Etihad facilities with a ceiling of
JD 2,000,000, bearing an annual interest rate of 8.375% and without commission starting from
1 February 2015.

13-



JOROAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES To THE FINANCIAL STATEMENTS
31 DECEMBER 2016

13. RELATED PARTIES

Related pariies represent major sharehoiders, Boara of Directors, key management personnel of
the Company and other related pariies. The Company management sets the pricing and the
trading transaction between the relaled parties

Balances with related parties included in the statement of financial position.

2016 2015
Due to related parties: JD JO
Zara Investment Holding Company {main shareholder) 150,152 60,662
Amman Taurism Investment Company (sister campany) - 30,114
150,152 90,776
Other current assets — Jordan Hotels Suppiies Trading Company 130,689 107,430
Due to banks — overdraft (Arab Bank) 7.829 3,656
Loans — Syndicated (Bank Al Etihad, Arab Bank and
Cairo Amman Bank) - 1,683,334

Bank balances (Bank Al Etihad, Arab hank and Cairo Amman Bank) 5622252 3,803,215

Transactions with related parties included in the statement of comprehensive income are as
follow:

2016 2015
JD JD

Administrative expenses - Zara Investment Hoiding Company

(main shareholder) 109,502 6,677
Rent expenses— Zara Investment Holding Company

(main shareholder) 26,790 26,790
Board of Directors transportations Holding and remunerations 151,000 153,000
Finance costs — Bank Al Etihad and Arab Bank 50,044 164,131
Rent income — Arab bank 5,500 5,500
interest incame — Bank Al Etihad, Arab bank and Cairo Amman Bank 79,778 39,171

Summary of key management salaries, remunerations and other benefits is as foliows.

2016 2015
JO JD
Key management salaries and remunerations 55,060 66,400

14-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE FINANCIAL STATEMENTS

31 DECEMBER 2016

14. OTHER CURRENT LIABILITIES

Accrued expenses

Dividends payable

Accrued interest

Advances from customers

Board of Directors’ remunerations
Contractors’ retentions

Due to sales tax

Unearned rent revenue

Others

15.  ADMINISTRATIVE EXPENSES

Salaries, wages and other benefits
Board of Directors' transportation
Prafessional and legal fees

Hotel insurance

Social security - Company share
Offices and warehouse renl
Praperty laxes

Subscriptions

Credit cards commissions

Parent company expenses

Other

2016 2015

JD JD
397,915 223,384
162,466 176,802
- 8,337
244,774 239,117
45,000 45,000

1,910 ;
429,377 367,794
23,770 73,958
445,060 413,168
1750272 1,545,560
2018 2015

JD JD
129,577 118,236
106,000 108,000
40,474 74,729
76,714 123,792
16,430 14,466
32,394 40,240
60,075 50,019
10,630 10,012
52,754 41,483
109,502 8,677
56,471 66,613
691,021 664,267
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JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31Decemser2016

16. INCOME TAX

The income tax is calculated for lhe years ended 31 December 2016 and 2015 in accordance with
the Income Tax Law No. {34) of 2014.

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

2016 2015
JD JD
Current year income tax : 442 114 £538,974

The Company reached a final seitlement with the income Tax Depariment up to the year 2014.

The Income and Sales Tax Depariment has not reviewed the Company's records for the year
ended 31 December 2015 up to the date of these financial slatements.

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

2018 2015
JD JD
Beginning balance 573,394 37,260
Current year income tax 442 114 538,974
Income tax paid {578,887) {342,840)
Ending balance 376,621 £13,394

The reconciliation batween accounting profit before income tax and taxable income is as follow:

2016 2015
JD JD
Accounting profit before tax 2,554,959 2,818,559
Add: Non-deductible expetises 12,946 165,808
Less: Non-taxable profit {140,129) {17,410)
Deprecialion temporary differences {217,205} (272,088)
Taxable profit 2,210,571 2,694,869
income tax for the year 442114 538,974
Statutory income tax rate 20% 20%
Effective income tax rate 17.3% 19.1%
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JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

17, BASIC AND DILUTED EARNINGS PER SHARE

___2:8 2015
Profit (JD) 2,112,845 2,279,585
The weighted average for the number of shares (Share) 10,000,000 10,000,000
Eamings per share (JD / Fils) 0211 07228

Basic and diluted earnings per share for the year are equai.

18, CONTINGENT LIABILITIES

in the nomai course of business, the Company appears as a defendant in a number of lawsuils
amourting to JD 80,781 as at 31 December 2016. The Company and its legal advisor belleve that
the Company’s position is strong against these tfawsuits and there is no need for any provision
against these lawsuits.

19, FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financiai liabilities.

Financial assets consist of cash on hand and banks, short term deposits, accounis recalvable,
some other current assets and financial assels at fair vaiue through other comprehensive income.
Financial liabiiities consist of accounts payable, due to banks, loans and some other cumrent
liabilities.

The fair values of financial instruments are not materialiy different from their carrying values.

20. RISk MANAGEMENT

interest rate risk

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

A7-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
E?"_. DECEMBER 2016

The following table demonsirates the sensitivity of the statement of comprehensive income to

reasonably possible changes in interest rates at 31 December, with ail other variables heid
constant.

Effect on profit
ncrease In for the year
interest rate befora tax

20186- % JD
Currency

JD 1 37,751
usD 1 -
2015-

Currency

D 1 11,008
usD 1 (11,833}

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

Equity price risk
Equity price risk is the risk that may result from a change In Amman Exchange Markel index, the
Company does not belfieve this would have a material impact on the profit or its equity, since the

financial assets at fair value through othar comprehensive income of JO 30,000 are stated at cost
and no market value is available.

Credit risk

Cradit risk is the risks that may results from the faiiure or inability of debtors or other parties o
fuifiil their obligations.

The Comparny seeks to limit its credit risk with respect o customers by setling credit limits for
individual customers and menitaring cutstanding receivables.

No single customer account balance is mare than 10% of the outstanding accounts receivable at
31 December 2016 and 2015.

18-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE FINANCIAL STATEMENTS

Liquidity risk

The Company limits its fiquidity risk by ensuring bank facilities are availabie.

The table beiow summarizes the maturities of the Company’'s undiscounted financial liabilities at
11 December 2016 and 2015, based on contractual payment dates and current market Interest

rates.

As at 31 December 2016

Due to banks

Payables and other current liabiities
Due to related parties

Loans

Total

As at 31 December 2015

Due to banks

Payables and other current liahiiities
Due to related parties

Loans

Totai

Currency risk

On Less than 3tc12
__demand_’__ 3 months months Total
JD JD JD JD
7,829 - - 7,829
- 1,481,728 1,128,844 2,610,572

150,152 150,152

7,629 1,481,728

1,278,996 2,768,553

3,656 -
- 1,232,485

- 3,656
455,935 1,688,420
90,776 90,776
1,758,307 1,758,307

3,656 1,232,485

2,305,018 3,641,159

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

-19-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

21. CAPITAL MANAGEMENT
The primary objective of the Company's capital management is to ensure that it maintains capital
ratlos 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, statutory reserve, voluntary reserve and
retained earnings, and is measured at JO 31,243883 as at 31 December 2016 (2015:
JD 30,631,138).

22. STANDARDS ISSUED BUT NOT YET EFFECTIVE

IFRS 9 Financial instruments

During July 2014, the IASB lssued IFRS § “Finandial Instruments” with all the three phases. IFRS
g sets out the requirements for recognizing and measuring financial assets, financial liabilities and
some contracts to buy or sell non-financial items. IFRS 9 replaces IAS 39 "Financial Instrumants:
Recognition and Measurement”. The Company has 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 new version of IFRS 9 will be Implemented at the mandatory date on 1 January 2018,
which will have an Impact on the recognition and measurement of financial assets. '

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.

IERS 16 Introduced a single lesses accounting model and requires a lessee to recognize assets
and liabilities for all leasas with a term of more than 12 months, uniass 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 Fability representing its obligation to make lease payments.

The new standard wiil be effective for annual periods beginning on or after 1 January 2019, Early
application is permitted.

-20-



JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
K3 DECEMQER 2q1__§_

IFRS 15 Revenue from Contracts with Customers

IFRS 15 specifies the accounting treatment for all revenue arising from contracts with customers.
it applies to all entities that entsr into contracts to provide gocds or services to their customers,
unless the contracts are in tha scope of other IFRSs, such as IAS 17 Leases. IFRS 15 supersedes
IAS 11 Construction Contracts, IAS 18 Revenus, IFRIC 13 Customer Loyalty Programmes, IFRIC
15 Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customars;
and SIC-31 Revenue—Barier Transactions Involving Advertising Services. The standard i3
effective for annual pericds beginning on or after 1 January 2018, and early adoption is permitted.

IAS 7 Disclosure Initiative — Amendments to1AS 7

The amendments to 1AS 7 Statement of Cash Flows are part of the IASB's Disclosure Initiative
and require an entity to provide disclosures that enable users of financial statements o evaluate
changes in liabilities arising from financing activities, including both changes arising from cash
fliows and non-cash changes. On initial appiication of the amendment, antitles are not required o
provide comparative information for preceding pericds. The amendments will be affective for
annual periods beginning on or after 1 January 2017, with early application permitted. The
application of amendments will result in adding limited amount of disclosure information.

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

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas:
the sffacts of vesting conditions on the measurement cf a cash-settled share-based payment
transaction; the classification of a share-basad payment transaction with net settlement features
for withholding tax obligations; and accounting where a modification to the temms and conditions
of a share-based payment transaction changes its classification from cash settlad to equity settled.
Entities may apply the amendments prospectively and are effective for annual perieds baginning
on or after 1 January 2018, with early application permitted.

Amendments to IFRS 4 Applying IFRS 9 Financial [nstruments with IFRS 4 [nsurance
Contracts

In September 2016, the IASB issued amendments to IFRS 4 to address issues arising from the
different effective dates of IFRS 9 and the upcoming new insurance contracts standard (IFRS 17).
The amendmeants introduce two altemative options for entities issuing contracts within the scope
of IFRS 4, a temporary exemption from implementing IFRS 8to annual periods beginning before
1 January 2021 at latest and an overlay approach that allows an entity applying IFRS 9 to
reclassify between profit or loss and cther comprehensive income an amount that results in the
profit or loss at the end of the reporting period for the designated financial assets being the same
as if an entity had applied IAS 38 to these designated financial assets.
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JORDAN HOTELS AND TOURISM COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
‘31 DECEMB_ERNZQjIﬁ _

Transfers of Investment Property (Amendments to IAS 40}

The amendments clarify when an entity should transfer property, including property 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
aroperty and there is evidencs 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.

Entities should apply the amendments prospectively and effective for annual periods beginning
on or after 1 January 2018, Early application of the amendments is permitted and must be
disclosed.

IFRIC interpretation 22 Foreign Currency Transactions and Advance Consideration

The interpretation clarifies that in determining the spot exchange rate to use on initial recogrnition
of the related asset, expense or income (or part of it} on the derecognition of a non-monetary asset
or non-monetary ilapility relating to advance consideration, the date of the transaction is the date
on which an entity initially recognises the nonmonetary asset or non-monetary liabliity arising from
the advance consideration. Entities may apply the amendments on a fully retrospective or
prospactive basis. The new interpretation will be effective for annual pariods beginning on or after
1 January 2018, Early application of interpretation is permitted and must be disclosed.





