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INDEPENDENT AUDITOR’S REPORT

To the Investment Manager of The Housing Bank For Trade and Finance/ Jordanian
Securities Fund

Amman- Jordan

Opinion

We have audited the financial statements of The Housing Bank For Trade and Finance / Jordanian
Securities Fund (The Fund), which comprise the statement of assets and liabilities as at 31
December 2016, and the statement of operations, statement of changes in net assets 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 fund as at 31 December 2016, and its financial performance and its cash
flows for the year then ended in accordance with accounting policies in note (3).

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 fund 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 appropriate to provide a hasis for our opinion.

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 accounting policies in note (3), 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.
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In preparing the financial statements, management is responsible for assessing the fund’s abilily
to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the fund's financial reporting
process.

Auditor's Responsibiiities for the Audit of the Financial Statements

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

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with 1ISAs will always detect a material misstatement when it exist. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements,

As part of an audit in accordance with 1SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

« Obtain an understanding of internal 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 fund's internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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« Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the fund’s ability to continue
as a going 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 modify our opinion. Our 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 fund to cease to continue as a going concern.

+ 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.

? ] £ Mw“fui
Amman -Jordan Y ij
-_-;)}an
31 January 2017 fﬁ {



THE HOUSING BANK FOR TRADE AND FINANCE FUND/ JORDANIAN SECURITIES FUND

OPEN INVESTMENT FUND
STATEMENT OF ASSETS AND LIABILITIES
AS OF 31 DECEMBER 2016

ASSETS

Cash at banks
Financial assets
Other Assets

Total Assets

LIABILITIES

Accrued expenses and other Liabilities
Total liabilities
Net Assets

Net Assets includes

Paid in capital
Accumulated increase in net assets

Net Assets
Unit's value (JD)

Number of units

The attached notes 1 to 7 form part of these financial statements

2016 2015
JD JD
829,430 559,139
1,764,091 2,242,728
11,524 17,593
2,605,045 2,819,460
8,337 26,626
8,337 26,626
2,596,708 2,792,834
739,000 842,000
1,857,708 1,950,834
2,596,708 2,792,834
87.845 82.923
29,560

33,680



THE HOUSING BANK FOR TRADE AND FINANCE FUND/ JORDANIAN SECURITIES FUND

OPEN INVESTMENT FUND
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED 31 DECEMBER 2016

Revenues from operations

Interest income

Net change in fair value of financial assets
Gain (Loss) on sale of financial asset
Dividends income

Other revenues

Total Revenues

Expenses

Fund management fees
Fund trustee fees
Performance fees

Brokerage commission
Advertisement expenses
Provisions

Other expenses

Total Expenses

Net increase in assets from operations

The attached notes 1 to 7 form part of these financial statements

H

2016 2016
JD Jo
36,514 91,020
84,134 (19,112)

234 (3,028)
104,195 101,513
1,003 2,647
226,080 173,040
13,439 15,487
6,719 7,744
39,497 23,850
2,418 2,448
4,137 6,877

. 11,194
6,804 6,865
73,014 74,465

153,066

98,676



THE HOUSING BANK FOR TRADE AND FINANCE FUND/ JORDANIAN SECURITIES FUND

OPEN INVESTMENT FUND

STATEMENT OF CHANGES IN NET ASSETS

FOR THE YEAR ENDED 31 DECEMBER 2016

2016 -

Balance as of 1 January 2016

Investment units redeemed

Investment units issued

Net increase in assets from operations
for the year

Balance as of 31 December 2016

2015 -

Balance as of 1 January 2015

Investment units redeemed

Investment units issued

Net increase in assets from operations
for the year

Balance as of 31 December 2015

Accumulated
Paid in increase in net Total net
capital assets assets
JD JD JD
842,000 1,950,834 2,792,834
(118,900) (283,246) (402,146)
15,900 37,054 52,954
- 153,066 - 717573,066
739,000 1,857,708 2,596,708
1,091,226 2,405,560 3,496,785
(253,075) (561,800) (814,875)
3,850 8,499 12,349
- 98575 98575
842,000 1,950,834 2,792,834

The attached notes 1 to 7 form part of these financial statements



THE HOUSING BANK FOR TRADE AND FINANCE FUND/ JORDANIAN SECURITIES FUND

OPEN INVESTMENT FUND
STATEMENT OF CASH FLOWS

Operating Activities

Net increase of assets from operations

Adjustments -
Net change in fair value of financial assets

Changes in assets and liabilities -
Financial assets

Other assets

Accrued expenses and other liahilities

Net cash flows from operating activities

Financing Activities

Investment units redeemed during the year
Investment units issued during the year

Net cash flows used in financing activities
Net increase (decrease) in cash and cash equivalents

Cash equivalents at the beginning of the year
Cash and cash equivalents — end of the year

The attached notes 1 to 7 form part of these financial statements

2016 2015
JD JD
153,066 98,575
(84,134) 19,112
562,771 641,545

6,069 2,523

©(18,289) 2430
619483 764,185
(402,146) (814,875)

52854 12,349
(349,192) (802,526)
270,291 (38,341)
569,139 597,480
829,430

559,139




THE HOUSING BANK FOR TRADE AND FINANCE FUND/ JORDANIAN SECURITIES FUND
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2016

(1) General

The Housing Bank for Trade and Finance Fund/ Jordan Securities Fund, ("the Fund"),
was established in Amman by The Housing Bank for Trade and Finance. The Fund is
registered with a modifiable capital in accordance with article number (44) of the
Jordanian Securities Laws number (23) for the year (1997), and the securities
commission approval letter (2/1/1104/1150) dated 27 June 2001.

The Fund began its operations on October 2001.

Jordan Kuwait Bank was appointed to act as the Fund's investment trustee.

The number investment units subscribed and paid are 29,560 units as of 31 December
2016 compared with 33,680 units as of 31 December 2015,

The Fund's assets are invested in Jordanian shares and securities that are related to
the shares and bonds issued by the Jordanian Government, Public entities and Public
Shareholding Companies listed and registered in the Jordanian market.

{(2)  Summary of Investment Objectives, Markets and General Rules for
Investment

Investment Objectives

The fund aims to achieve medium to long term net assets growth. It aims to achieve this
strategically by the increase of market prices of the securities invested in addition to the
realized interest income from bank deposits, debt instruments, and realized dividends
income from investments in public shareholding companies.

The fund aims to control the risk that is associated with the Jordanian capital market
through distributing the fund's investments among available diversified securities, in a
way that would decrease the investment risks and achieves the highest return of
income.



Investment policy
The fund invests its assets in the following investment instruments:

Shares and securities of public shareholding companies ftraded in the first,
second and third markets as well as newly established companies.

Public debt instruments issued by the Government of Jordan, public entities and
their sub-entities.

Bonds issued by registered public shareholding companies.
Banks deposits and certificates of deposits.
Other mutual investment funds.

Criteria’s and Controls for Funds Investments

To achieve the fund's objective of increasing its net assets value while decreasing the
various investment risks, the fund is committed to the following:

To invest at least 10% of its net assets in banks deposits and certificates of
deposits to guarantee an acceptable level of liquidity.

Not to invest more than 5% of its net assets in any single company or issuer,
except securities issued by the Government of Jordan or the Central Bank of
Jordan or guaranteed by either one of them.

Not to invest more than 10% of its securities issued by a single issuer.

Debts and Bank facilities should not exceed 10% of its net assets.

Not to invest more than 10% of its net assets in securities issued by other
investment funds.

Not to perform securities short-selling.

Not to invest in securities issued by the fund investment manager or any of its
subsidiaries,



(3) Summary of Significant Accounting Policies

The net assets value is calculated in Jordanian Dinars on each valuation day in
accordance with the following conditions:

Fund assets

Listed and traded securities are valued according to the closing market price of
the prior day or, if the closing market price of the prior day was nol available,
then they are valued according to the last closing market price published.

Non-listed and non-traded securities “that do not have a market price” are valued
at cost or by a valuation model from the investment trustee in cooperation with
the investment manager based on the lower value of the following:

1- Book value as per the financial statements of the issuer audited by an
external auditor.

2- Fair value of the issuer's assets according to its ability to generate revenue in
the future.

Cash balances and cash equivalents are valued at their book value with their
accrued interest at the end of each trading day.

Investment units or other investment portfolios are valued at their market net
assets value.

Assets in foreign currencies are valued in JD based on the average exchange
price rate on the date of valuation,

Cash dividends income is recorded once officially declared.

.3



Fund liabilities
Accrued interest from borrowings is calculated on a daily basis.
The cost of liquidating assets is estimated on each valuation date.

The fees of the Investment Manager and Investment Trustee as well as other
fees and expenses are calculated on valuation date.

Performance fee is calculated “if any” on the date of valuation.

Dividends policy

The fund will not distribute any dividends to investment unit's holders. Instead it
will re-invest the interest returns of bank deposits, certificates of deposits and
bonds as well as received dividends in order to increase the value of fund's
assels.

Income tax

The fund income tax is calculated as per the income tax law number (34) for the
year 2014.

Investment units redemption policy

Starting from the second year of the Fund, investment units are redeemable on a
monthly basis. The price is determined based on the net fund's assets value on
the last valuation day in the month of recall.



{4) Fund Management fees

This item represents the fees payable by the fund. Such fees consist of management
fees at 0.5% per annum of the fund's net assets value, and trusteeship fees at 0.25%
per annum of net assets at a minimum amount of JD 1,300 annually. All fees are
calculated and paid monthly based on net assets value of the fund at the end of each
month. The details of each fee are shown below:

- 2016 - 2016
JD JD
Fund management fee 13,439 156,487
Fund trustee fee 6,719 7,744
20,158 23,231
(5} Financial Assets
This item represents the following:
2016 2015
JD JD
Listed companies shares * 1,764,091 1,656,767
Treasury Bonds issued by the Jordanian Government - 585,961

1,764,091 2,242,728

* Shares are valued based on the closing prices of Amman Stock Exchange as of 31-
December-2016.



(6) Performance fee

This item represents the following:

206 2015
JD JD

39,497 23,850

The Investment Manager receives a performance fee of 20% of the average increase in
Fund’s net assets value growth of the Fund over any of the following indicators in their
respective order:

1. The average vyield price of the last two issues of 6 months certificate of deposits
issued by the Central Bank of Jordan.

2. If the Central Bank of Jordan stopped issuing 6 months certificate of deposits, the
weighted average annual return of the last issuance of 6 months Jordanian treasury
bills is used.

3. If the Government of Jordan did not issue such treasury bills for 3 subsequent

months, the average 3 months Jordan Interest Bank Offering Rate “JODIBOR" is
used.

(7) Income Tax

No Income tax provision is calculated for the year ended on 31 December 2016 as the
taxable expenses have exceeded the taxable income in accordance with income tax law
number (34) for the year 2014. Income tax provision was calculated for the year ended
on 31 December 2015 as per the income tax law number (34) for the year 2014.

A final settlement was reached with the Income and Sales Tax Department for the years
2013 and 2014. The income tax for the year 2012 has not been settled yet.



