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We provide brokerage services to
investors in the Middle East region,
empower our clients to make informed
decisions, and spread awareness
across our markets.

We are the leading brokerage house in | . . i
. e ot Untlie 3 Aeloell e ek
our markets; preferred by all investors | =& g Hhads % Abbsl Gpe 255
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Values
Building TRUST through INTEGRITY
and practicing DUE PROFESSIONAL
CARE.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of The Arab Financial Investments — Public Shareholding Company
Amman - Jordan

Report on the Audit of the Financial Statements

Opinion ,
We have audited the financial statements of The Arab Financial Investments Company (the
“Company”), which comprise the statement of financial position as at 31 December 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 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 2017, 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 fuffilled our other ethical responsibilities
in accordance with these requirements and the IESBA Code. We believe that the audit ewdence 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 for the current year. 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 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.

A member firm of Ernst & Young Global Limited
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Valuation of trade receivables

The determination as to whether a trade
receivable is collectable involves
management’'s  judgment. Management
considers several factors including the age of
the balance, existence of disputes, recent
historical payment patterns and any other
available  information  concerning the
creditworthiness of counterparties considering
that all the Company’s trade receivables are
guaranteed by customers’ portfolios.
Management uses this information to
determine whether a provision for impairment
is required either for a specific transaction or for
a customer’s balance overall. We focused on
this area since it requires a high level of
management's judgment and since the
allowance for doubitful receivables may have a
significant impact on the Company’s profit.

How the key audit matter was addressed in
the audit

We tested the aging of accounts receivable to
check that there are no indicators of impairment.
This included verifying if payments have been
received subsequent to the year-end, reviewing
historical payment patterns and any
correspondence with customers on expected
settlement dates.

We selected a sample of the key items of trade
receivable balances to assess the collectability
of trade receivables based on the rationale
behind management's judgment. We verified
whether balances were overdue, the customer’s
historical payment patterns and whether any
post year-end payments have been received up
to the date of completing our audit procedures.
Moreover, we selected a sample of trade
receivables to ensure that those trade
receivables are guaranteed by customers’
portfolios.

In assessing the appropriateness of the overall
provision for impairment, we considered the
consistency of management's application of
policy for recognizing provisions with the prior
year.

Disclosures that relate to the trade receivables
are included in note (4) to the financial
statements. Disclosures that relate to the
accounting policies of trade receivables are
included in note (2) to the financial statements.




Building a better
working world

Other information included in The Company’s 2017 Annual Report

Other information consists of the information included in The Company’s 2017 Annual Report other
than the financial statements and our auditor’s report thereon. Management is responsible for the
other information. The Company’s 2017 Annual Report is expected to be made available to us after
the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will 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 identified above when it becomes available 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.

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 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 Responsibilities 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 ISAs will always detect a material misstatement 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.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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 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 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 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 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
Company 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.

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.
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From the matters communicated with those charged with governance, 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 circumstances, we
T determine that a 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 Legal and Regulatory Requirements
The Company maintains proper books of accounting which are in agreement with the financial

statements.

Ernst & Young / Jordan

+ Waddah Isam Barkawi
M License No. 591
Amman - Jordan
5 March 2018
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THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
STATEMENT OF FINANCIAL POSITION
As AT 31 DECEMBER 2017

Notes 2017 2016
JD JD

ASSETS
Cash on hand and bank balances 3 12,677,708 15,973,049
Financial assets at fair value through profit or loss 2,824,722 728,885
Trade receivables, net 4 7,745,070 7,282,821
Other current assets 5 647,758 734179
Property and equipment, net 6 25,269 54,191
Trading clearing and settlement 8 117,543 166,373
Total Assets 24,038,070 24,929,498
LIABILITIES AND EQuITY
Liabilities
Trade payables 1,017,956 1,387,491
Income tax provision 9 150,889 82,796
Other current liabilities 10 1,003,567 1,487,724
Total Liabilities 2,172,412 2,958,011
Equity 11
Paid in capital 10,000,000 10,000,000
Share premium 7,500,000 7,500,000
Statutory reserve 3,750,000 3,750,000
Retained earnings 615,658 721,487
Total Equity 21,865,658 21,971,487
Total Liabilities and Equity 24,038,070 24,929 498

The attached notes from 1 to 21 form part of these financial statements
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THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

Notes 2017 2016
JD JD

Revenues -
i | Brokerage commission income 536,646 401,781
Interest income on margin accounts 751,459 690,665
Interest income on bank accounts 646,326 700,724
: Other income 73,742 13,694
Excess in various provisions 111,000 -
Total revenues 2,119,173 1,806,864
i Expenses -

(Losses) gains from financial assets at fair value

through profit or loss 12 (385,121) 7,805

Administrative expenses 13 (802,518) (858,294)

Bank commissions (19,008) (20,205)

Depreciation 6 (32,820) (57,552)

Board of directors remuneration (25,000) (25,000)

Total expenses (1,264,467) (953,246)

Profit for the year before income tax 854,706 853,618

Income tax expense 9 (260,535) (166,653)

Profit for the year 594,171 686,965

Add: other comprehensive income items - -

Total comprehensive income for the year 594,171 686,965

JD/Fils JD/Fils
Basic and diluted earnings per share from the
profit for the year 14 0/059 0/057

The attached notes from 1 to 21 form part of these financial siatements
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' THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

Notes 2017 2016
JD JD

Operating Activities
Profit for the year before income tax 854,706 853,618
Adjustments -
Depreciation 6 32,820 57,552
Change in fair value of financial assets at fair value through

Profit or loss 12 308,043 (11,234)
Excess in various provisions 111,000 -
Interest income on bank accounts (646,326) (700,724)
Working capital changes:
Financial assets at fair value through profit or loss (2,403,880) 449,095
Trade receivables (462,249) 2,584,469
Trading clearing and settlement 38,830 (857,144)
Other current assets 86,421 29,646
Trade payables (369,535) (831,588)
Other current liabilities (595,157) 395,141
Income tax paid 9 (192,442) (285,340)
Net cash flows (used in) from operating activities (3,237,769) 1,683,491
Investing Activities
Purchase of property and equipment 6 (3,898) (45,000)
Interest received 646,326 700,724
Net cash flows from investing activities 642,428 655,724
Financing Activities
Dividends paid to the shareholders 11 (700,000) . (750,000)
Decrease in capital 1 - (5,000,000)
Net cash flows used in financing activities (700,000) (5,750,000)
Net decrease in cash and cash equivalents (3,295,341) (3,410,785)
Cash and cash equivalents at the beginning of the year 3 13,472,049 16,882,834
Cash and cash equivalents at the end of the year 3 10,176,708 13,472,049

The attached notes from 1 to 21 form part of these financial statements



THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

(1) General

The Arab Financial Investments Company (the Company) was established and registered at the
Ministry of Industry and Trade on 6 May 1994 with registration number (247) as a public
shareholding Company. The Arab Financial Investments Company is considered the successor of
The Arab Financial Investments Company — Limited Liability after changing its legal status from
Limited Liability Company to a Public Shareholding Company. There were various changes to the
Company’s capital during the years in which the last one was upon the decision of the Company's
General Assembly in its extraordinary meeting which was held on 12 April 2016 as it was decided
to decrease the Company's paid in capital by JD 5,000,000 and to distribute it to the Company's
shareholders. According to that, the Company’s paid in capital amounted to JD 10,000,000 divided
at a par value of 1 JD per share. These procedures were completed at the Ministry of Industry and
Trade on 16 June 2016.

The Company’s main objectives are as follows:

- Act as a Commission broker in Amman Stock Exchange.

- Act as a registered broker for its own portfolio.

- Act as a broker in non-Jordanian stock markets.

- Invest its funds in the manner that best serves its goals.

- Managing issuance through out diligence.

- Work as secretary of issuance and secretary of investment and director of investments
advise.

- Work as custodian.

The Company address is Shmisane, Amman Hashmite Kingdom of Jordan.
The financial statements were authorized for issue by the company’s Board of Directors in their

meeting held on 5 March 2018 These financial statements require the General Assembly’s
approval.

(2-1) _ Basis of preparation

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

The financial statements of the Company have been prepared in accordance with historical cost
convention, except for financial assets at fair value through profit or loss that have been measured
at fair value on the date of the financial statements.

The financial statements have been presented in Jordanian Dinars (JD) which is the functional
currency of the Company.

.1-
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THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

(2-2) _Changes in accounting policies

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

2016 except for the followings:

Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

Limited amendments which require entities to provide disclosures about changes in their liabilities
arising from financing activities, including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses). However, the adoption of these amendments
have no impact on the Company'’s financial statements.

Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Un-
recognised Losses

Limited amendments to clarify that an entity needs to consider whether tax law restricts the sources
of taxable profits against which it may make deductions on the reversal of that deductible temporary
difference and some other limited amendments, the adoption of these amendments have no impact
on the Company'’s financial statements.

(2-3) 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.

(2-4) Summary of significant accounting ploicies

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are initially measured at fair value, transaction
costs are recorded in the statement of comprehensive income at the date of transaction the change
in fair value arising from non-monetary assets in foreign currencies.

Dividend and interest income are recorded in the statement of comprehensive income



THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

Trade receivables

Trade receivables are stated at original invoice amount less an allowance for any uncollectible
amounts. An estimate for doubtful receivable is made when collection of any amount is no longer
probable .

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated
impairment loss and is calculated using rates of 15% to 40%.

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.

The carrying values of property and equipment are reviewed for impairment when events or
changes in circumstances indicate the carrying value may not be recoverable.

Provisions

Provisions are recognized when the Company has a present obligation as a result of a past event
and the costs to settle the obligation are both probable and able to be reliably measured.

Income Tax
Income tax expense comprises of current tax and deferred taxes.

Current tax is based on taxable profits, which may differ from accounting profits published in the
statement of comprehensive income. Accounting profits may include non-taxable profits or tax
deductible expenses which may be exempted in the current or subsequent financial years.

Income tax provision is calculated in accordance with Income Tax Law No. (34) for the year 2014
and IAS (12).

Recognition date of financial assets

Purchases and sales of financial assets are recognized on the trading date.

Revenue and cost recognition

Brokerage commissions revenues are recognised when the financial securities are traded.
Interest is recognised using the effective interest rate method.

Other revenues are recognized on accrual basis.

Costs are recognized on accrual basis.



THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

Fair value measurement

The Company measures financial instruments at fair value at each statement of financial position
date. Also, fair values of financial instruments measured at fair value are disclosed in note (18).

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 asset or
transfer the liability takes place either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market for the asset or liability .

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate economic benefits 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, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities 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 lowest level
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 liabilities

¢ Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

e Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

The Company determines whether transfers have occurred between Levels in the hierarchy by re-
assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the assets or liability and the level
of the fair value hierarchy.



THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

Impairment of Financial Assets

The Company assesses, at each reporting date, whether there is objective evidence that a financial
asset or a Company of financial assets is impaired. An impairment exists if one or more events
that has occurred since the initial recognition of the asset (an incurred ‘loss event’), has an impact
on the estimated future cash flows of the financial asset or the Company of financial assets that
can be reliably estimated. Evidence of impairment may include indications that the debtors or a
Company of debtors is experiencing significant financial difficulty, default or delinquency in interest
or principal payments, the probability that they will enter bankruptcy or other financial
reorganization and observable data indicating that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Offsetting

Offsetting between financial assets and financial liabilities and presenting the net amount on the
statement of financial position is performed only when there are legally-enforceable rights to offset,
the settlement is on a net basis, or the realization of the assets and satisfaction of the liabilities is
simultaneous.

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprises cash on hand ,bank
balances and financial instruments which have maturity dates of three months or less , net of
outstanding bank overdrafts .

Foreign currencies

Transactions in foreign currencies are initially recorded in the functional currency at the rate of
exchange ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional
currency exchange rate pronounced by the Central Bank of Jordan at the statement of financial
position date.

Non-monetary items that are measured in terms of historical cost in a foreign currency are

translated using the exchange rate as at the dates of the initial transactions .

Gains and losses are recorded in the statement of comprehensive income.

Non-monetary items measured at fair value in a foreign currency (such as stocks) are recorded as
part of the change in value.



THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

(3) Cash on hand and bank balances

Details of this item are as follows:

2017 2016
JD JD
Cash on hand 4,875 38,369
Cash at banks 993,749 1,213,377
Investment agencies* 2,501,000 2,501,000
Term deposits** 9,178,084 12,220,303
12,677,708 15,973,049

This item represents investment in agencies maturing on 27 April 2018 with a murabaha rate
of 6.25%.

ke

This item represents short term deposits maturing within three months at an annual interest
rate of 5%.

Cash and cash equivalents in the statement of the cash flows represent the following:

2017 2016
JD JD
Cash on hand and bank balances 12,677,708 15,973,049
Less: investment agencies (2,501,000) (2,501,000)
10,176,708 13,472,049
(4) Trade Receivables, net
Details of this item are as follows: '
2017 2016
JD JD
Margin accounts 6,883,328 6,951,462
Trading receivables 3,264,972 2,731,839
Note receivables 244 464 247,214
10,392,764 9,930,515
Less: Allowance for credit risk (2,647,694) (2,647,694)
7,745,070 7,282,821




THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

Trading receivables analysis as at 31 December is as follows:

2017 2016
Allowance for Allowance
Gross credit risk Net Gross for credit risk Net
JD JD JD JD JD JD
Margin accounts 6,883,328  (1,650,000) 5,233,328 6,951,462  (1,650,000) 5,301,462
Trading receivables 3,264,972 (753,230) 2,511,742 2,731,839 (750,480) 1,981,359
Notes receivables 244,464 (244,464) - 247 214 (247,214) -

10,392,764  (2,647,694) 7,745,070 9,830,515 (2,647,694) 7,282,821

As at 31 December, the ageing analysis of unimpaired margin accounts, trading receivables
and note receivables were as follows:

Past due but not impaired

1-30 31-90 91-180 181-270 271 and
days days days days more Total
JD JD JD JD JD JD
2017 7,280,433 124,279 29,904 159,662 160,792 7,745,070
2016 6,464,258 111,304 132,755 432,952 141,552 7,282,821

Management believes that the unimpaired receivables are expected to be fully recoverable.
These receivables are guaranteed by customers' investment portfolios.

(5) Other Current Assets

< This item includes the following:

2017 2016
JD JD
Prepaid expenses 32,325 72,600
Cash margins for bank guarantees 80,596 79,750
Cash margins for bank facilities 500,000 502,359
Refundable deposits 34,837 79,470
647,758 734,179




THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

6 Property and Equipment, net
Office and
Furniture telecommunication
Vehicles and fixture equipment Total
2017 - JD JD JD JD
Cost -
Balance at 1 January 2017 147,251 111,062 257,791 516,104
Additions - - 3,898 3,898
Balance at 31 December 2017 147,251 111,062 261,689 520,002
Accumulated depreciation -
Balance at 1 January 2017 112,499 105,109 244,305 461,913
Depreciation for the year 16,750 5,777 10,293 32,820
Balance at 31 December 2017 129,249 110,886 254,598 494,733
Net book value at 31 December 2017 18,002 176 7.091 25,269
Office and
Furniture telecommunication
Vehicles and fixture equipment Total
JD JD JD JD
2016 -
Cost -
Balance at 1 January 2016 167,251 111,062 257,791 536,104
4 Additions 45,000 - - 45,000
Disposals (65,000) - - (65,000)
> Balance at 31 December 2016 147,251 111,062 257,791 516,104
Accumulated depreciation -
Balance at 1 January 2016 139,125 97,463 232,773 469,361
Depreciation for the year 38,374 7,646 11,532 57,552
Disposals (65,000) - - (65,000)
Balance at 31 December 2016 112,499 105,109 244 305 461,913
Net book value at 31 December 2016 34,752 5,953 13,486 54,191
Property and equipment include fully depreciated assets with a cost of JD 372,373 as at 31
: December 2017. These assets are still in use up to the date of these financial statements (31
December 2016: 349,868).
-8-
A
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THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

(7) Bank Overdrafts

The Company has an overdraft account granted from the Housing Bank for Trade and Finance with
a ceiling of JD 2,000,000 and from Jordan Kuwait Bank with a ceiling of JD 1,000,000 at an annual
interest rates ranging between (8.5% - 9.5%). These facilities were guaranteed by cash margins of
JD 500,000. The Company has no utilized bank overdrafts as at 31 December 2017 and 2016.

(8) Trading clearing and settlement

This item represents total amounts owed to the Company from the Security Depository Center
resulting from the operations of the last day of trading for the year ending 31 December.

(9) _Income Tax

A- Income Tax Provision

The provision for income tax for the years ended at 31 December 2017 and 2016 has been
calculated in accordance with the Income Tax Law No. (34) of 2014.

The Company has reached a final settlement with the Income Tax Department up to the year 2014.

Tax returns for the years 2015 and 2016 were submitted to the Income Tax Department but not
reviewed yet up to the date of these financial statements.

Movement on the income tax provision was as follows:

2017 2016
JD JD
Balance at 1 January 82,796 201,483
Income tax paid (192,442) (285,340)
Income tax expense for the year 260,535 166,653
Balance at 31 December 150,889 82,796

B-  The reconciliation between taxable profit and accounting profit is as follows:

2017 2016
JD JD
Accounting profit 854,706 853,618
Less: Non- taxable profit (167,055) (288,013)
Add: Non- deductible expenses 397,913 128,777
Taxable profit 1,085,564 694,382
Income tax for the year 260,535 166,652
Effective income tax rate - 30.5% 19.5%
Statutory income tax rate 24% 24%



THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2017

{10) __Other Current Liabilities

This item includes the following :

2017 2016
JD JD

Unearned revenues 551,899 551,899
Shareholders deposits 325,575 650,911
Accrued expenses 52,660 63,195
End of service and employees bonus provision 48,341 96,558
Board of directors remuneration 25,000 25,000
Lawsuit provision - 100,000
Deposits to others 92 161

1,003,567 1,487,724

11) Equi

Paid in capital

Paid in capital amounted to JD 10,000,000 and divided into 1 0,000,000 shares at a par value of
JD 1 per share as at 31 December 2017 and 2016.

Share premium

This item represents share premium resulting from issuing 5,000,000 shares in 2008 at a rate of
JD 1.5 per share.

Statutory reserve

This item represents accumulated transfers by 10% of the annual profit before tax .The Company
may discontinue such annual transfers after the reserve equals 25% of its paid in capital .This
reserve is not available for distribution to shareholders .

Dividends paid

The general assembly resolved in its ordinary meeting held on 2 April 2017 to distribute JD 700,000
as dividends to shareholders which represent 7% from its paid in capital.

The general assembly resolved in its ordinary meeting held on 19 April 2016 to distribute JD

750,000 as dividends to shareholders which represented 5% from its paid in capital at the time of
distribution.
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5 dyErhe

12 Losses) Gains from Financial Assets at Fair Value through Profit or Loss

This item includes the following:

2017 2016
JD JD
Realized losses (77,078) (3,429)
Change in fair value (308,043) 11,234
b (385,121) 7,805
13 Administrative Expenses
; This item includes the following :
2017 2016
JD JD
Salaries and wages 541,935 538,718
Company’s contribution in Social Security 64,489 62,651
ﬂ Professional and consultancy fees 37,296 49,420
S Subscriptions and fees 50,655 44,855
i Rent 25,937 40,700
Employees bonus - 38,000
Water, electricity and heating expenses 12,823 14,052
Brokers commissions 326 13,682
5 Vehicles expenses 15,248 11,489
Post and telephone 7,637 9,627
Maintenance 18,201 8,581
Donations 9,197 7,247
. Health insurance 5,983 5,160
: Hospitality 3,170 - 3,373
Board of directors meeting expenses 2,681 3,233
Stationary and printing 1,138 1,384
Travel and distribution 1,418 1,165
Trading errors 1,348 397
Others 3,036 4,560
802,518 858,294
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(14) __Basic And Diluted Earnings Per Share From Profit For The Year

This item includes the following : 2017 2016
Profit for the year (JD) 594,171 686,965
Weighted average number of shares (Share) 10,000,000 11,972,603
JD/ Fils JD/ Fils
Basic and diluted earnings per share from the profit for the year 0/059 0/057

(15) _ Related Party Transactions

Related parties represents major shareholders directors and key management personnel of the
Company, entities controlled, jointly controlled or significantly influenced by such patrties. Pricing
policies and terms of the transactions with related parties are approved by Company'’s Board of
Directors and it has to be in compliance with the Securities Commission Law and the Securities
Exchange Commission's instructions.

Compensation of key management personnel:

Compensation of executive management personnel of the Company amounted to JD 340,900 for
the year ended 31 December 2017 (2016: JD 365,250).

Recommendation was made to compensate Board of Directors’ with an amount of JD 25,000 for
the year ended 31 December 2017 (2016: JD 25,000).

Trading Commission:

Total trading commission received from Board of Directors’ members amounted to JD 3,345 for the
year ended 31 December 2017 (2016: JD 66).

(16) Commitments and Contingencies

As at 31 December 2017, the Company has a bank guarantee for the Securities Depository Center
with an amount of JD 200,000 (31 December 2016: JD 350,000). In addition to that, the Company
has a bank guarantee for the Jordan Securities Commission with an amount of JD 1,040,000
(31 December 2016: JD 1,040,000) in which its related cash margins amounted to JD 80,596 as of
31 December 2017 (31 December 2016: JD 79,750).

-12-



THE ARAB FINANCIAL INVESTMENTS COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES To THE FINANCIAL STATEMENTS
31 DECEMBER 2017

17 Risk Management

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.

The Company is exposed to interest rate risk on its financial assets and liabilities that carry interest
such as deposits at banks.

The sensitivity of the statement of comprehensive income is represented by the effect for the
possible expected changes in interest rates on the Company’s profits for one year. It is calculated
based on the financial assets and liabilities that carry a variable interest rate as of 31 December.

The following table shows the sensitivity of the statement of comprehensive income for the

reasonable possible changes on interest rates as at 31 December wi

ith the other factors remaining

constant.
2017-
Increase in Effect on
Currency basis points profit
(Point) JD
JD 100 116,790
Decrease in Effect on
Currency basis points profit
(Point) JD
JD 100 (116,790)
2016-
Increase in Effect on
Currency basis points profit
(Point) JD
JD 100 147,213
Decrease in Effect on
Currency basis points profit
(Point) JD
JD 100 (147,213)
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Risk of changes in Fair Values of Stocks prices

The following table illustrates the statement of comprehensive income sensitivity and the
cumulative change in fair value while assuming that all other variables remain constant:

Change in
indicator Effect on profit for the year
% 2017 2016
JD JD
Amman Stock Exchange 10% 282,472 72,889

In the event of a negative change in the indicator, the effect will remain constant but with an
opposite sign.

Credit Risk

Credit risk is the risk that the counterparty will not meet its obligations under a financial instrument
or a customer contract.

The Company believes it is not exposed to significant credit risk as it sets credit limits to its

customers and monitors the outstanding receivables regularly. The company maintains its
balances and deposits in reputable financial institutions.

The Company manages the investments and the brokerage activities for many customers. The
largest 2 customers form 25% of total receivables as at 31 December 2017 (2016: 29%).

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations- as they
fall due.

Liquidity risk management requires ensuring availability of funds to meet its obligations. The
company's approach to managing liquidly is to ensure that it will always have sufficient liquidity to
meet its liabilities when due.
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The table below summarises the maturities of the Company’s undiscounted financial liabilities
based on contractual payment dates and current market interest rates.

Less than
3 months Total
JD JD
31 December 2017 -
Trade payables 1,017,956 1,017,956
31 December 2016 -
Trade payables 1,387,491 1,387,491

Foreign Currency Risk
Most of the Company's transactions are in Jordanian Dinars and U.S. Dollars. The Jordanian Dinar

exchange rate is fixed against the US Dollar (1/41 Dollar for each JD). Accordingly, the Company
is not exposed to significant currency risk on the financial statements.

(18) Fair Values

Fair Values of Financial Instruments

Financial instruments consist of financial assets and financial liabilities.

Financial assets consist of cash and bank balances, financial assets at fair value through profit or
loss, trade receivables and some other current assets. Financial liabilities consist of trade payables
and some other current liabilities. '

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

At the date of financial statements, the Company owns financial instrument represented in financial
assets at fair value through profit or loss. The Company determined the fair value of these assets

are within level one of the fair value hierarchy. The fair value of these assets amounted to JD
2,824,722 as 31 December 2017 (2016: JD 728,885).
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(19)  Maturity Analysis of Assets and Liabilities

The table below shows an analysis of assets and liabilities analyzed according to when they are

expected to be recovered or settled:

31 December 2017-

Assets -

Cash on hand and bank balances

Financial assets at fair value through profit or loss
Trade receivables, net

Other current assets

Property and equipment, net

Trade clearing and settlement

Total Assets

Liablilities -

Trade payables
Income tax provision
Other current liabilities

Total Liabilities
Net

31 December 2016-

Assets - _

Cash on hand and bank balances

Financial assets at fair value through profit or loss
Trade receivables, net

Other current assets

Property and equipment, net

Trade clearing and settlement

Total Assets

Liabilities -

Trade payables
Income tax provision
Other current liabilities

Total Liabilities
Net

-16-

More
Within one than one
year year Total
JD JD JD
12,677,708 - 12,677,708
2,824,722 - 2,824,722
7,745,070 - 7,745,070
647,758 - 647,758
- 25,269 25,269
117,643 - 117,543
24,012,801 25,269 24,038,070
1,017,956 - 1,017,956
150,889 - 150,889
1,003,567 - 1,003,567
2,172,412 - 2,172,412
21,840,389 25,269 21,865,658
More
Within one than one
year year Total
JD JD JD
15,973,049 - 15,973,049
728,885 - 728,885
7,282,821 - 7,282,821
734,179 - 734,179
- 54,191 54,191
156,373 - 156,373
24,875,307 54,191 24,929,498
1,387,491 - 1,387,491
82,796 - 82,796
1,487,724 - 1,487,724
2,958,011 - 2,958,011
21,917,296 54,191 21,971,487
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20 Capital Management

The primary objective of the Company's capital management is to ensure that it maintains capital
ratios in order to support its business and maximize owners’ equity.

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 the
current or the previous year.

Capital comprises of paid in capital, share premium, statutory reserve and retained earnings and
is measured at JD 21,865,658 as at 31 December 2017 (31 December 2016: JD 21,971,487).

(21) 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, if applicable, when they become effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS
39 Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS
9 brings together all three aspects of the accounting for financial instruments project: classification
and measurement, impairment and hedge accounting. 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 is effective for annual periods beginning on or after 1 January 2018,
with early application permitted. Except for hedge accounting, retrospective application is required;
however, the entities are exempted from restating their comparative information.

The Company plans to adopt the remaining phases on the effective date and will not restate
comparative information.

(a) Classification and measurement

The Company does not expect a significant impact on its balance sheet or equity on applying the
classification and measurement requirements of IFRS 9.

Loans as well as trade receivables are held to collect contractual cash flows and are expected to
give rise to cash flows representing solely payments of principal and interest. The Company
analysed the contractual cash flow characteristics of those instruments and concluded that they

meet the criteria for amortised cost measurement under IFRS 9. Therefore, reclassification for
these instruments is not required
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(b) Impairment
IFRS 9 requires the Company to record expected credit losses on all of its debt securities, loans
and trade receivables, either on a 12-month or lifetime basis.

The Company will apply the simplified approach and record lifetime expected losses on all trade
receivables.

The Company has estimated that the additional provision to be recorded resulting from the
expected credit loss from its trade receivables will not be significant compared to the current
requirements of provisioning for doubtful trade receivables.

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 enter into contracts to provide goods or services to their customers,
unless the contracts are in the scope of other IFRSs, such as IAS 17 Leases. IFRS 15 supersedes
IAS 11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyaity Programmes, IFRIC
15 Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers;
and SIC-31 Revenue—Barter Transactions Involving Advertising Services. The standard is
effective for annual periods beginning on or after 1 January 2018, and early adoption is permitted.

During 2017, the Company has performed an impact assessment of IFRS 15. This assessment is
based on currently available information and may be subject to changes arising from further
reasonable and supportable information being made available to the Company in 2018 when the
Company adopts IFRS 15, whereas, the Company does not expect a material impact on its balance
sheet or equity on applying the requirements of IFRS 15.

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and
Its Associate or Joint Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or joint venture. The amendments
clarify that the gain or loss resulting from the sale or contribution of assets that constitute a
business, as defined in IFRS 3, between an investor and its associate or joint venture, is recognised
in full. Any gain or loss resulting from the sale or contribution of assets that do not constitute a
business, however, is recognised only to the extent of unrelated investors' interests in the associate
or joint venture.

IFRS 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
effects of vesting conditions on the measurement of a cash-settled share-based payment
transaction; the classification of a share-based payment transaction with net settlement features
for withholding tax obligations; and accounting where a modification to the terms and conditions of
a share-based payment transaction changes its classification from cash settled to equity settled.

Entities may apply the amendments prospectively and are effective for annual periods beginning
on or after 1 January 2018, with early application permitted.
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IFRS 16 Leases
During January 2016, the 1ASB 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 IAS 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.

IFRS 16 introduced a single lessee accounting model and requires a lessee to recognize assets
and liabilities for all leases with a term of more than 12 months, unless 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 liability representing its obligation to make lease payments.

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

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 contracts (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 allocation approach.

The new standard will be effective for annual periods beginning on or after 1 January 2021. Early
application is permitted.

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
property and there is evidence 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.
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Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance
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 amendments introduce two alternative options for entities issuing contracts within the scope
of IFRS 4, a temporary exemption from implementing IFRS 9 to 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 other 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 1AS 39 to these designated financial assets.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

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

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve
uncertainty that affects the application of IAS 12 and does not apply to taxes or levies outside the
scope of IAS 12, nor does it specifically include requirements relating to interest and penaities
associated with uncertain tax treatments. An entity must determine whether to consider each
uncertain tax treatment separately or together with one or more other uncertain tax treatments. The
interpretation is effective for annual reporting periods beginning on or after 1January 2019, but
certain transition reliefs are available.
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