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Independent Auditors Report

To Chairman and Board of Directors
Palaces Real Estate and Development Company
Public Shareholding Company

Report on the Audit of the financial Statements

Opinion

We have audited the financial statements of Palaces Real Estate and Development Company (Public
Shareholding Company), which comprise the statement of financial position as at December 31, 2017,
and the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and notes to financial statements, including summary of significant ac-
counting policies.

In our opinion, the accompanying financial statements present fairly, in all material aspects, the finan-
cial position of the Company as at December 31, 2017, and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing. Our responsibilities

under those standards are further described in the Auditors' Responsibilities for the Audit of the Finan-
cial 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 re-
quirements that are relevant to our audit of the financial statements, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

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 of the current period. 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. We have determined that there are no key audit matters to
communicate in our report. Except disclosure # (4) pertaining investment property under development
where as no revaluation of lands.
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Other Information

Management is responsible for the other information. The other information comprises the [informa-
tion included in the annual report, but does not include the consolidated financial statements and our
auditors’ report thereon.)

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

Respongibility of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair preparation of the financial statements in ac-
cordance with International Financial reporting Standards, and for such internal control as manage-
ment determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

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

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

Auditor's Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance 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 International Standards on Auditing (ISAs) will always detect a material
misstatement when it exist. Misstatements can arise from fraud or error and are considered material if,
individually or in aggregate, they could reasonably be expected to influence the economic decision of
users taken on this basis of these financial statements.

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

» [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 evi-
dence 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 one resulting from error, as fraud may in-
volve collusion, forgery, intentional omission, misrepresentations, or the override of internal control.
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» 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 effec-
tiveness of the company's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting esti-
mates and related disclosures made by management.

e Conclude on the appropriateness of the management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the company's ability to continue as a going concern, If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors' 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 auditors'
report. However, future events or conditions may cause the company to cease to continue as a going
concern.

» Evaluate the overall presentation, structure and the content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions end 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
the internal control that we identify during our audit.

Report on other Lepal and Regulatory Requirements

The Company has proper accounting records which are, in all material respects, consistent with the

accompanying financial statements, accordingly, we recommend to approve these financial statements
by the general assembly.

Audit Bureau

o

Ibrahim Salim Yassin
(Licensel# 255)

Amman - January 25, 2018
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Palaces Real Estate and Development

Public Shareholding Company

Statement of financial position as at December 31, 2017

31 December

31 December

Notes 2017 2016
D D
ASSETS
Non Current Assets
Property, plant and equipment - net 3 31,304 42,271
Investment property under development 4 2,163,379 2,163,379
2,195,283 2,205,650
Current Assets
Investment property for sale 5 - 1,724,900
Trade receivables 6 - 136,701
Other debt balances 7 20,919 17,974
Cash and cash equivalents 8 1,907,416 506,048
1,928,335 2,385,623
TOTAL ASSETS 4,123,618 4,591,273
EQUITY AND LIABILITIES
Equity
Capital 4,000,000 4,000,000
Statutory reserve 135,062 135,062
Voluntary reserve 224,251 224,251
Retained earnings (losses) (238,623) 225,456
Total Equity 4,120,690 4,584,769
Liabilities
Current Liabilities
Trade payables - 1,000
Other credit balances 9 2,928 5,504
Total Liabilities 2,928 6,504
TOTAL EQUITY AND LIABILITIES 4,123,618 4,591,273

- Notes from number 1 to 16 are an integral part of these financial statements-



Palaces Real Estate and Development

Public Shareholding Company

Statement of comprehensive income for the year ended December 31,2017

Sales (Areej building)
Cost of sales (Areej building)
Gross profit

Administrative expenses
Areej building expenses
Other revenue

Profit (loss) for the period
Belongs to :

Shareholders

Non controlling interest

Earnings per share (JD / Share)

- Notes from number 1 to 16 are an integral part of these financial statements-

31 December

31 December

Notes 2017 2016
JD D
1,343,254 468,400
(1,724,900) (530,784)
(381,646) (62,384)
10 (125,473) (109,366)
(16,300) (29,058)
59,340 13,432
(464.079) (187.376)
(464,079) (187,376)
(464,079) (187,376)
11 (0.116) (0.047)
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Palaces Real Estate and Development

Public Shareholding Company

Statement of cash flows for the year ended December 31, 2017

Operational Activities
Loss for the year
Amendments:
Depreciation

Change in Working Capital
Trade receivables
Other debt balances
Trade payables
Other credit balances

Net cash flow from operational activities

Investment Activity
Sales of Investment property for sale

Net cash flow from investment activities
Net cash flow from finance activities

Changes in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

31 December
2017

D

(464,079)

10,367

136,701
(2,945)
(1,000)
(2,576)

31 December
2016

(323,532)

D

(187,376)

13,226

(127,848)
(338)
1,000
3,750

1,724,900

(297,586)

1,724,900

530,784

530,784

1,401,368
506,048

1,907,416

233,199
272,849

506,048

- Notes from number 1 to 16 are an integral part of these financial statements-



Palaces Real Estate and development
Public Shareholding Company

Notes to the financial statements
December 31, 2017

(1) General

Palaces Real Estate and Development Public Shareholding Company "the Company" was estab-
lished in April 17" 2006 as a public shareholding company and registered at the Ministry of
Trade and Industry under registration number (400) .The Company’s authorized capital is JD
4,000,000.

Principal activities of the company are acquired of land and real-estate, constructed for sale or
rental and maintaining commercial agencies.

The company head office is located in Amman — Hashemite kingdom of Jordan.

The condensed interim financial statements have been approved by the Board of Directors.

(2) Summary of Accounting Policies

Basis of Preparation

- The condensed interim financial statements for Palaces Real-Estate and development Public
Shareholding Company have been prepared in accordance with International Accounting Stan-
dard 34, "Interim Financial Reporting" (IAS 34), as issued by the International Accounting Stan-
dards Board (IASB). These condensed interim financial statements do not include all of the in-
formation and disclosures required for full annual financial statements and should be read in con-
junction with the company's audited financial statements for the year ended 31 December 2016.
The results of operations for the interim period reported are not necessarily indicative of results
expected for the year.

- The condensed interim financial statements are prepared under the historical cost convention.

- The condensed interim financial statements are presented in Jordanian Dinars which represent
the functional currency of the company.

Application of new and revised International Financial Reporting Standards

The following new and revised IFRSs became effective for annual periods beginning on or after

1 January 2016. The application of these revised IFRSs may not affect the accounting for future
transactions or arrangements.

IFRS 9: Financial Instruments. January 1% 2018.

IFRS 11: Joint arrangements .January 1% 2018.

IFRS 14: Regulatory Deferral Accounts. January 13 2016.

IFRS 15: revenues from contracts. January 1* 2018.

IAS 16: Property, Plant and Equipment. and IAS 38: Intangible Assets. methods of depreciation
and amortization. January 1* 2016.

IAS 27: Separate Financial Statements relating to using the equity method. January 1* 2016.
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Palaces Real Estate and development
Public Shareholding Company
Notes to the financial statements
December 31, 2017

Property, plant and equipment

Property, plant and equipment are stated at cost net of accumulated depreciation. Depreciation
is calculated on a straight — line basis of useful lives of the assets as follows:

Furniture and Fixtures 10%
Electrical Equipment 15%
Computer hardware and software 20%
Vehicles 15%

When the carrying value property, plant and equipment indicate that it may not be recoverable,
assets are written down to their recoverable amount. Gains or losses arising from derecognizing
of property, plant and equipment are recognized in the income statement.

Estimated useful lives are reviewed at each year end, with the effect of any changes in esti-
mates accounted for on a prospective basis.

Fair Value

The fair value of financial assets represents listed prices in an active market. When listed prices
are not available, fair value is assessed by comparison with the market value of a very similar
instrument or, by analysis of future cash flows discounted by a rate used in a very similar instru-
ment. Financial Assets with not fair value are recorded at cost.

Financial assets

Financial assets sales and purchases are recognized at the date of commitment to sell or buy a
financial asset.

Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand and at banks with a maturity of three
months or less.

Trade receivables

Trade receivables are stated at cost net of reserve for doubtful amounts, Uncollectible amounts
are deleted from the reserve, and later, if collected will be recognized as revenues.

Trade payables and other credit balances

Trade payables and other credit balances are recognized when services or goods are received by
the company, regardless claimed by vender or not.



Palaces Real Estate and development
Public Shareholding Company
Notes to the financial statements
December 31, 2017

Provisions

Provisions are recognized when the company has a present or probable obligation as a result of a
past event, and its probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and reliable estimates can be made of the amount of the obliga-
tion. Provisions are reviewed at the date of financial statements and adjusted according to latest
information available for the company.

Offsetting

Financial assets and financial liabilities are offset , and the net amount is reported in the financial
statements, only when legal enforceable rights exist or when company intend to settle on a net
basis or realize the assets and settle of the liability simultaneously.

Revenue recognition

Revenues are realized when contract is signed and cash received in full, or upon signing official
documents at the Departments of Lands and Survey.

Income tax

Income tax expense is calculated on net income subject to tax. Taxable income differs from in-
come declared in the consolidated financial statements, because the later includes non-taxable
revenues or non—deductible expenses in the current year but deductible in subsequent years, ac-
cunulated losses acceptable by the tax authorities, as well as unallowable and non taxable items.
Taxes are calculated on the basis of tax rates prescribed according to the prevailing laws, regula-
tions and instructions.

10



Palaces Real Estate and development
Public Shareholding Company

Notes to the financial statements
December 31, 2017

3)

Property, plant and Equipment

Net Book  Net Book Accumulated
Value Value Deprecialion
31/12/2016 31/12/2017 31/12/2017 Cost
D D D D
227 191 28,534 28,725
102 59 3,511 3,570
692 304 10,401 10,705
41,250 31,350 34,650 66,000
42,271 31,904 77,096 109,000

(4) Investment property under development

31 December

31 December

1,696,419 Khalda Land

466,960 Al Dumeineh Land

2016 2017
ID D
1,696,419
466,960
2,163,379

2,163,379 Total

Type

Furniture and decoration
Electrical Equipment

Computer hardware and software
Vehicles

Total

- Fair value of real estate investments (land) 2,163,379 JD as at the end of 2017.
- Land is not assessed for 2017, and the cost of land extends as it was in the previous year.

The costs of the Areej project have been closed as the remaining offices have been sold

- Aregj building owners society
- Accounts receivables

(5) Real estates held for sale
out of the project this year.
(6) Trade receivables
31 December 31 December
2016 2017
D D
5,701
131,000
136,701

- Total

11



Palaces Real Estate and development
Public Shareholding Company

Notes to the financial statements
December 31, 2017

(7)  Other Debt Balances

31 December

31 December

2016 2017
JD D
4,096 4,096 Refundable deposits
7,871 7,871 Prepaid expenses
6,005 6,005 Income tax deposits
2 2 Social security deposits
17,974 17,974 Total

(8) Cash and cash equivalents

31 December

31 December

2016 2017
D JD
116 241 Cash on hand
501 - Cash at banks
505,431 1,907,175 Time deposits
506,048 1,907,416 Total
.(9) Other credit balances
31 December 31 December
2016 2017
D JD
1,752 1,303 Shareholders deposits
188 81 Tax department- contracts
3,564 1,544 Accrued professional fees
5,504 2,928 Total

12



Palaces Real Estate and development
Public Shareholding Company
Notes to the financial statements

December 31, 2017
(10) Administrative expenses
31 December 31 December
2016 2017
D D
49,374 48,547 Salaries and wages
6,774 6,833 Social security
4,784 4,475 Governmental fees
2,440 2,187 Electricity, water and telephone
17,920 17,920 Rent
7,500 6,500 Professional fees
1,665 1,510 Stationary and printing
1,708 2,009 General Assembly meeting
13,226 10,367 Depreciation
570 21,164 Department of Lands and Survey fees
2,000 2,000 Lawyer fees
36 174 Bank charges
1,369 1,787 Others
73,268 107,494 Total

(11) Basic and diluted losses per share

31 December 31 December
2016 2017
ID D
(187,376) (464,079) Loss for the year attributable to shareholders
4,000,000 4,000,000 Weighted average number of shares
{0,047) (0,116) Loss per share

(12) Tax status

- The company has settled its tax liability with income tax departments up to the year ended
2015.

- The income tax return for the year 2016 has been filed with the income tax departments but the
department has not reviewed the company’s records till the date of this report.

- No income tax provision has been taken on the company’s results of operations for the year
2017 as the company’s expenses exceeded its taxable revenues.

13



Palaces Real Estate and development
Public Shareholding Company

Notes to the financial statements
December 31, 2017

(13) Legal advisor
According to the company's legal adviser, there are no cases raised by the company against third
party cases raised against the company by others.

(14) Financial instruments

Financial instruments comprise of financial assets and financial liabilities. Financial assets con-
sist of cash and cash equivalents, accounts receivable and other debt balances. Financial liabili-
ties consist of accounts payable, loans and other credit balances.

Fair value

The fair value of financial instruments are not materially different from their carrying values at
year end.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. The company does not foresee any major losses
resulting from other parties failing to commit to their obligation.

Financial risk elements

The company is exposed to various financial risks through its' business cycle. Overall risk man-
agement program is intended to reduce the probable negative impacts on financial results to the
minimum.

Market risk

Most of the company transactions are in Jordanian Dinars, so the impact of currency risk is not
material to the financial statements.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to provide the necessary funding to
meet its obligations on due dates. To avoid these risks, the Company diversifies its sources of
financing, manages assets and liabilities, adjusts its terms and maintains sufficient cash and cash
equivalents.

Impairment in financial assets
Financial assets are reviewed at the date of interim financial statements for indications on im-

pairment in value individually or in a form of portfolio. Recoverable value is estimated so as to
determine the impairment loss.

(15) Capital management

The company manages its capital structure with the objective of safeguarding the entity’s ability
to continue as a going concern and providing an adequate return to shareholders by keeping a
balance between shareholders equity and total debt.

(16) Comparative figures
Some of year 2016 balances have been reclassified to conform to adopted classification in year
2017, with no effect on equity or profit for the year.

14



