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JORDAN WOOD INDUSTRIES COMPANY

A PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 SEPTEMBER 2019




Ernst & Young Jordan
P.0.Box 1140
Amman 11118
Building a better seraan
working world Tel : 00 962 6580 0777/00 962 6552 6111

Fax: 00 962 6553 8300
www.ey.com/me

Report on Review of Interim Condensed Consolidated Financial Statements

To the Board of Directors of Jordan Wood Industries Company — Public Shareholding
Company

Amman - Jordan

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of Jordan
Wood Industries Company and its subsidiaries (together “the Group”) as at 30 September 2019,
comprising of the interim condensed consolidated statement of financial position as at 30 September
2019 and the related interim condensed consolidated statements of comprehensive income,
changes in equity and cash flows for the nine-month period then ended and explanatory information.
The Board of Directors is responsible for the preparation and presentation of these interim
condensed consolidated financial statements in accordance with International Accounting Standard
34 (interim Financial Reporting). Our responsibility is to express a conclusion on these interim
condensed consolidated financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity”.
A review of interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in all material
respects, in accordance with 1AS 34.

A member lirm of Ernst & Young Global Limited
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Emphasis of a matter

Without qualifying our conclusion, we draw attention to note (16) to the interim condensed
consolidated financial statements. The Group has incurred losses of JD 2,435,531 during the nine-
month period ended 30 September 2019, in addition to recurring losses during the previous years.
Also, the Group's current liabilities as at 30 September 2019 exceeded its current assets by JD
2,481,166. These conditions indicate the existence of a material uncertainty, which may cast
significant doubt about the Group’s ability to continue as a going concern. The Group’s ability to
continue as a going concern depends on its ability to generate operating profits in addition to securing
sufficient funds in order to meet its obligations as they fall due.

Amman - Jordan
28 October 2019

Bonst+



JORDAN WOOD INDUSTRIES COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 30 SEPTEMBER 2019
30 September 31 December
Notes 2019 2018
ASSETS JD JD
(Unaudited) (Audited)
Non-Current Assets -
Property and equipment 3 4,932,912 5,248,730
Projects in progress 4 63,387 25,952
Right of use assets 1,262,244 -
Intangible assets 36,207 49,548
Checks under collection - 15,845
Deferred tax assets 15 403,634 390,726
6,698,384 5,730,801
Current Assets -
Inventories 1,959,872 2,244 257
Accounts receivable and other current assets 5 1,695,919 1,364,264
Checks under collection 140,273 273,536
Cash on hand and at banks ’f 85,595 178,990
3,881,659 4,061,047
Total Assets 10,580,043 9,791,848
EQuUITY AND LIABILITIES
Shareholders’ Equity -
Paid in capital 1 5,000,000 5,000,000
Statutory reserve - 1,135,018
Voluntary reserve - 226,947
Accumulated losses 16 (3,439,819) (2,366,253)
Total Equity 1,560,181 3,995,712
Non-Current Liabilities -
Lease liabilities 1,301,381 -
Long term loan 8 1,355,656 -
~ 2,657,037 -
Current Liabilities -
Current portion of long term loan 8 144,344 -
Due to banks 7 1,780,735 2,002,968
Notes payable 10,555 200,559
Accounts payable 9 1,674,352 1,375,209
Advanced payments from customers 1,929,362 1,257,317
Provisions and other current liabilities 10 823,477 960,083
6,362,825 5,796,136
Total Liabilities 9,019,862 5,796,136
Total Equity and Liabilities 10,580,043 9,791,848

The attached notes 1 to 17 form part of these interim condensed consolidated financial statements



JORDAN WOOD INDUSTRIES COMPANY — PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS AND NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

Net sales
Cost of sales

Gross profit

Selling and marketing expenses

Administrative expenses

Provision for expected credit losses

Provision for Employees’ end of
service indemnity

Release from lawsuits provision

Release from vacations provision

Finance cost

Other (expenses) income, net

Loss before tax for the period

Income tax benefit for the period

Loss for the period

Add: other comprehensive income items

Total comprehensive income for

the period

Basic and diluted loss per share

for the period

For the three months
ended 30 September

For the nine months
ended 30 September

Note 2019 2018 2019 2018
JD JD JD JD
1,791,393 1,427,681 3,926,003 4,327,635
(1,589,926)  (1,327,486)  (3,758,833) (3,919,500
201,467 100,195 167,260 408,135
(471,175) (478,077)  (1,479,135)  (1,360,469)
(187,361) (200,544) (616,861) (573,747)
- (14,440) - (83,885)
(2,149) (5.252) (6,712) (15,765)
- - 90,083 -
1,707 4,048 12,188 17,433
(95,093) (27,247) (293,873) (52,823)
11 (331,537) 2,322 (321,389) 3,048
(884,141) (618,995)  (2,448,439)  (1,658,073)
1,180 11,511 12,908 11,511
(882,961) (607,484)  (2,435,531)  (1,646,562)
(882,961) (607,484)  (2,435,531)  (1,646,562)
JO/Fils JDfFils JD/Fils JD/Fils
12 (0/1177) (0/1122) (0/487) (0/329)

The attached notes 1 to 17 form part of these interim condensed consolidated financial statements
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JORDAN WOOD INDUSTRIES COMPANY ~ PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE NINE MIONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

30 September 30 September
Note 2019 2018
JD JD

OPERATING ACTIVITIES
Loss for the period before tax (2,448,439) (1,658,073)
Adjustments:
Depreciation and amortization 561,633 642,708
Depreciation of right of use assets 72,849 -
Finance costs 293,873 52,823
Provision for expected credit losses - 83,885
Released from vacations provision (12,188) (17,433)
Released from Lawsuits provision (90,083) -
Provision for employees' end of service indemnity 6,712 16,765
Loss (Gain) from sale of property and equipment 326,842 (2,013)
Working capital adjustments:
Checks under collection 149,108 (116,711)
Accounts receivable and other current assets (331,655) 261,633
Inventories 284,385 38,631
Accounts payable 299,143 36,110
Advanced payments from customers 672,045 (207,666)
Notes payable (190,004) -
Provisions and other current liabilities 39,668 281,526
Balances due from related parties - 7,167
Litigations provision paid (80,480) -
Net cash flows used in operating activities (446,591) (581,648)
INVESTING ACTIVITIES
Purchase of property and equipment (601,567) (156,564)
Proceeds from sale of property and equipment 42,251 35,014
Projects in progress (37,435) (25,952)
Purchase of intangible assets - (5,052)
Establishment expense of new subsidiary - (28,791)
Net cash flows used in investing activities (596,751) (181,345)
FINANCING ACTIVITIES
Loan proceeds 1,500,000 -
Lease payments (107,063) -
Dividends paid (235) -
Finance costs paid (220,522) (52,823)
Net cash flows from (used in) financing activities 1,172,180 (562,823)
Net increase (decrease) in cash and cash equivalents 128,838 (815,816)
Cash and cash equivalents, beginning of the period (1,823,978) (693,907)
Cash and cash equivalents, end of the period 7 (1,695,140) (1,509,723)

The attached notes 1 to 17 form part of these interim condensed consolidated financial statements
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(1) GENERAL

Jordan Wood Industries Company / JWICO was established as a Jordanian public shareholding
company in accordance with the Jordanian Companies’ Law no. 176 on November 15, 1982 with paid
in capital of JD 1,500,000. The Company'’s paid in capital has increased over the years with the last
increase made during 2011 making the Company's capital JD 5,000,000 at par value of JD 1 per share.
The address of the Company is Amman, Mugabalain, Telephone 06/4201171. P.O Box 5272, Amman
11183 — Jordan.

The Company’s main objectives are:

- Manufacturing of wooden kitchens (ready to use kitchens)

- Manufacturing of wooden office furniture

- Manufacturing of wooden doors and windows — carpentry

- Investing in other companies to help them achieve their goals

- Establishing, managing and acquiring movable and immovable assets as well as establishing the
necessary facilities needed for Company’s main operations.

The financial statements were authorized for issue by the Company’s Board of Directors in their meeting
held on 24 October 2019.

(2) BASIS OF PREPARATION AND ACCOUNTING POLICIES

(2-1) BASIS OF PREPARATION

The interim condensed consolidated financial statements are prepared as of 30 September 2019 in
accordance with International Accounting Standard 34, Interim Financial Reporting.

The interim condensed consolidated financial statements are presented in Jordanian Dinars, which
represents the functional currency of the Company.

The interim condensed consolidated financial statements have been prepared on a historical cost basis.

The interim condensed consolidated financial statements do not contain all information and disclosures
required for full financial statements prepared in accordance with International Financial Reporting
Standards, and should be read in conjunction with the Group’s annual financial statements as of 31
December 2018. In addition, results of the nine month period ended 30 September 2019 are not
necessarily indicative of the results that may be expected for the financial year ending 31 December
2019.
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(2-2) BAsis OF CONSOLIDATION

The interim condensed consolidated financial statements comprise the financial statements of Jordan
Wood Industries Company (the “Company”) and its subsidiaries together (the “Group”) as at 30
September 2019. The Company'’s subsidiaries included in the interim condensed consolidated financial
statements are as follows:

Ownership percentage

Country of 30 September 31 December
Company Name The main activity ~ Capital Currency incorporation 2019 2018

Trading stocks

JWICO Investment Company and bonds 50,000 Bahraini Dinar Bahrain 100% 100%
Importing and
JWICO Furniture Trading LLC* selling furniture 150,000 AED UAE 49% 49%

* The financial statements of JWICO Furniture Trading LLC have been consolidated within the Group's
interim condensed consolidated financial statements as the Group has control over the subsidiary
as defined in IFRS 10.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary.

The financial statements of the subsidiary are prepared for the same financial year of the Company,
using consistent accounting policies. The transactions, balances, revenues, expenses, and unrealized
profits and losses between the parent company and the subsidiary companies are eliminated.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction. If the Group loses control over the subsidiary, it:

e Derecognises the assets (including goodwill) and liabilities of the subsidiary
e Derecognises the amount of any non-controlling interests

o Derecognises the cumulative translalion differences recorded in equity

o Recognises the fair value of the consideration received

e Recognises the fair value of any investment retained in subsidiary

e Recognises the gain or loss resulted from loss of control
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(2-3) CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted in the preparation of the interim condensed consolidated financial
statements are consistent with those foliowed in the preparation of the Company’s annual consolidated
financial statements for the year ended 31 December 2018, except for the adoption of new standards
effective as of 1 January 2019:

IFRS 16 Leases

IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease,
SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease. The standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to account for most leases under a single
on-balance sheet model.

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue to
classify leases as either operating or finance leases using similar principles as in IAS 17. Therefore,
IFRS 16 did not have an impact for leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective approach with the date of initial
application of 1 January 2019 accordingly, prior year financial statements were not restated. The Group
elected to use the transition practical expedient allowing the standard to be applied only to contracts
that were previously identified as leases applying IAS 17 and IFRIC 4 at the date of initial application.
The Group also elected to use the recognition exemptions for lease contracts that, at the
commencement date, have a lease term of 12 months or less and do not contain a purchase option
(‘short-term leases'), and lease contracts for which the underlying asset is of low value (‘low-value
assets’).

The effect of adoption IFRS 16 is as follows:

Impact on the interim condensed consolidated statement of financial position (increase/(decrease)) as
at 1 January 2019:

2019
JD
(Unaudited)
Non-current assets -
Right of use assets 1,029,971
Non-current liabilities
Lease liabilities (1,029,971)
Total equity -
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a) Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of property. Before the adoption of IFRS 16, the Group
classified each of its leases (as lessee) at the inception date as either a finance lease or an operating
lease. A lease was classified as a finance lease if it transferred substantially all of the risks and rewards
incidental to ownership of the leased asset to the Company; otherwise it was classified as an operating
lease. Finance leases were capitalised at the commencement of the lease at the inception date at the
fair value of the leased property or, if lower, at the present value of the minimum lease payments.

Lease payments were apportioned between interest (recognised as finance costs) and reduction of the
lease liability. In an operating lease, the leased property was not capilalised and lhe lease payments
were recognised as rent expense in profit or loss on a straight-line basis over the lease term. Any
prepaid rent and accrued rent were recognised under Prepayments and Trade and other payables,
respectively.

Upon adoption of IFRS 16, the Group applied a single recognition and measurement approach for all
leases, except for short-term leases and leases of low-value assets. The standard provides specific
transition requirements and practical expedients, which have been applied by the Group.

+ Leases previously accounted for as operating leases

The Group recognised right-of-use assets and operating lease liabilities for those leases previously
classified as operating leases, except for short-term leases and leases of low-value assets. The right-
of-use assets for most leases were recognised based on the carrying amount as if the standard had
always been applied, apart from the use of incremental borrowing rate at the date of initial application.
In some leases, the right-of-use assets were recognised based on the amount equal to the lease
liabilities, adjusted for any related prepaid and accrued lease payments previously recognised. Lease
liabilities were recognised based on the present value of the remaining lease payments, discounted
using the incremental borrowing rate at the date of initial application.
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The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments as of
31 December 2018 as follows:

JD
Operating lease commitments as at 31 December 2018 2,126,799
Less: Commitments relating to short-term leases 454,599
Less: Commitments relating to low-value assets 3,000
Weighted average incremental borrowing rate as at 1 January 2019 8.75%
Discounted operating lease commitments at 1 January 2019 1,029,971
Lease liabilities as at 1 January 2019 1,029,971

b) Amounts recognised in the interim condensed consolidated statement of financial position and
interim condensed statement of comprehensive income

Set out below, are the carrying amounts of the Company'’s right-of-use assets and lease liabilities and
the movements during the period:

Right to use Lease
assets liabilities
JD JD
At 1 January 2019 1,029,971 1,029,971
Additions 305,122 305,122
Amortization (72,849) -
Interest expense - 73,351
Payments - (107,063)
At 30 September 2019 (Unaudited) 1,262,244 1,301,381

The Group recognised rent expense from short-term leases of JD 454,482 and leases of low-value
assets of JD 2,475 for the nine months ended 30 September 2019.

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 penalties 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.

These amendments do not have an impact on the Company'’s interim condensed consolidated financial
statements.
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Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through other
comprehensive income, provided that the contractual cash flows are ‘solely payments of principal and
interest on the principal amount outstanding’ (the SPPI criterion) and the instrument is held within the
appropriate business model for that classification. The amendments to IFRS 9 clarify that a financial
asset passes the SPPI criterion regardless of the event or circumstance that causes the early
termination of the contract and irrespective of which party pays or receives reasonable compensation
for the early termination of the contract.

These amendments do not have an impact on the Company's interim condensed consolidated financial
statements.

Amendments to IAS 28: Long-term interests in associates and joint ventures

The amendments clarify that an entity applies IFRS 9 to long-term interests in an associate or joint
venture to which the equity method is not applied but that, in substance, form part of the net investment
in the associate or joint venture (long-term interests). This clarification is relevant because it implies
that the expected credit loss model in IFRS 9 applies to such long-term interests.

The amendments also clarified that, in applying IFRS 9, an entity does not take account of any losses
of the associate or joint venture, or any impairment losses on the net investment, recognised as
adjustments to the net investment in the associate or joint venture that arise from applying IAS 28
Investments in Associates and Joint Ventures.

These amendments do not have an impact on the Company'’s interim condensed consolidated financial
statements.

(3) PROPERTY AND EQUIPMENT

During the nine months period ended 30 September 2019, the Group purchased property and
equipment with cost of JD 601,567 (30 September 2018: JD 156,564). The Group also disposed
property and equipment in an amount of JD 971,851 and recognized loss of JD 326,842 (30 September
2018: proceeds of JD 35,014 and recognized a gain of JD 2,013).
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(4) PROJECTS IN PROGRESS

This item represents cost of implementing the new ERP system. During the nine-month period ended
30 September 2019, the Group has added projects in progress at a cost of JD 37,435 (30 September
2018: JD 25,952). The total cost of completion of the projects in progress is estimated at JD 67,000
as at 30 September 2019 and the Group’s management expects to complete the project during the

first quarter of 2020.

(5) ACCOUNTS RECEIVABLE AND OTHER CURRENT ASSETS

Local sales receivables
Foreign sales receivables
Retentions

Provision for expected credit losses

Prepaid expenses

Employees receivables

Advance payments to suppliers
Refundable deposits

Income and sales tax receivables
Letters of guarantees

30 September

31 December

2019 2018
JD JD
(Unaudited) (Audited)

1,092,689 673,179
298,841 261,031
456,440 568,579
1,847,970 1,502,789
(434,698) (434,698)
1,413,272 1,068,091
83,778 66,977
27,241 35,105
55,699 81,929
69,710 67,475
37,148 40,197
9,071 4,490
1,695,919 1,364,264
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(6) RELATED PARTY TRANSACTIONS

Related parties represent major shareholders, associated companies, directors and key management
personnel of the Group, and entities controlled, jointly controlled or significantly influenced by such
parties. Pricing policies and terms of the transactions with related parties are approved by the Group's
management.

Following is a summary of balances due to/ from related parties included in the interim condensed
consolidated statement of financial position:

30 September 31 December

2019 2018
JD JD
(Unaudited) (Audited)
Current assets
Due from related parties
DEPA Jordan Investment Company (associate company) 346,639 346,639
Deduct: Provision for doubtful debts for related parties (346,639) (346,639)

The salaries and benefits for the key management personnel amounted JD 140,672 for the period
ended 30 September 2019 (2018: JD 173,700).

(7) CASH ON HAND AND AT BANKS

30 September 31 December

2019 2018
JD JD
(Unaudited) (Audited)
Cash and checks on hand 50,796 34,843
Cash at banks 34,799 144 147
85,595 178,990
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Cash and cash equivalents in the interim condensed consolidated statement of cash flows consist of
the following:

30 September 30 September
2019 2018
JD JD
(Unaudited) (Unaudited)

Cash on hand and at banks 85,595 372,626
Due to banks* (1,780,735) (1,882,349)

(1,695,140) (1,509,723)

*

This item represents the utilized amount of the bank overdraft facilities granted to the Group as

follows:
Utilized balance
30 September 31 December
Bank Currency Ceiling Interest rate 2019 2018
JD % JD JD
(Unaudited) (Audited)
Arab Bank Jordanian Dinar 600,000 10.5 384,018 577,886
Arab Bank US Dollar 400,585 4.5 390,051 368,673
Etihad Bank Jordanian Dinar 900,000 9.5 864,332 916,072
Etihad Bank US Dollar 142,000 5.5 142,334 140,337

1,780,735 2,002,968

(8) LONG TERM LOAN

On 23 January 2019, the Group entered into a loan agreement with Arab Bank for an amount of JD
1,500,000 to finance the preparation and opening of the new show room. The loan bears an interest
rate of 9.5%, calculated based on the daily loan balance, as well as an annual commission of 1%. The

loan is payable in equal monthly installments of JD 27,415 starting 12 months from the date of the loan
agreement.
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(9) ACCOUNTS PAYABLE

Local suppliers

Foreign suppliers

(10) PROVISIONS AND OTHER CURRENT LIABILITIES

Postdated checks

Provision for employees’ end of service indemnity
Provision for employees’ vacation

Accrued expenses

Sales tax payable

Dividends payable

Letters of credit

Warranties provision

Sales tax provision

Provision for lawsuits and obligations (Note 13)

-10-

30 September

31 December

2019 2018
JD JD
(Unaudited) (Audited)
1,475,370 1,232,162
198,982 143,047
1,674,352 1,375,209

30 September

31 December

2019 2018
JD JD
(Unaudited) (Audited)

345,147 -
30,774 100,712
89,277 101,466
174,774 393,546
68,007 127,562
41,061 40,125

48,328 -
17,215 17,215
8,894 8,894
- 170,563
823,477 960,083
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(11) OTHER EXPENSES

This item includes loss from disposal of leasehold improvements and furniture related to the old
showroom as the group has moved to a new showroom during 2019 which has caused the disposal of

certain assets.

(12) EARNINGS (LOSSES) PER SHARE

Loss for the period (JD)
Weighted average number of shares (shares)

Basic and diluted loss per share for the period

(13) CONTINGENT LIABILITIES

Letters of guarantee

Lawsuits*

For the nine months
ended 30 September

2019 2018
(Unaudited) (Unaudited)
(2,435,531) (1,646,562)
5,000,000 5,000,000
JD/Fils JD/Fils
(0/487) (0/329)

30 September

31 December

2019 2018
JD JD
(Unaudited) (Audited)
1,384,294 609,977
- 170,563

The Group is defendant in a number of lawsuits representing legal actions and claims related to its

ordinary course of business. On 28 February 2019, the Group reached a final settlement with the
Jordan Customs Office whereby it has paid JD 80,480 and released JD 90,083 of the remaining
amount of the legal provision previously recorded. The Group's management and its legal advisor
believe that no provision is required, since there is no indication of any obligations that may arise
from legal claims against the Group. The Group is plaintiff in lawsuits amounting to JD 590,226 as

of 30 September 2019 (2018: JD 670,805).

-11-
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(14) SEGMENT INFORMATION

Geographical Information
This note represents the geographical distribution of the Company's business.

The Company conducts its operations mainly in Hashemite Kingdom of Jordan, in addition to some
activities in neighboring countries.

Net sales and assets by geographical segment as follows:

Inside Jordan Qutside Jordan Total

For the three months ended 30 September

2019 2018 2019 2018 2019 2018

JD JD JD JD JD JD
(Unaudited) (Unaudited)

Net sales 1,698,798 1,371,877 92,595 55,804 1,791,393 1,427,681

Inside Jordan Outside Jordan Total

For the nine months ended 30 September

2019 2018 2019 2018 2019 2018
JD JD JD JD JD JD
(Unaudited) (Unaudited)

Net sales 3,731,335 4,185,718 194,758 141,917 3,926,093 4,327,635

Inside Jordan Outside Jordan Total

30 September 31 December 30 September 31 December 30 September 31 December
2019 2018 2019 2018 2019 2018

JD JD JD JD JD JD
(Unaudited) (Audited)

Total Assets 10,500,959 9,719,306 79,084 72,542 10,580,043 9,791,848

-12-
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(15) INCOME TAX

No provision for income tax was calculated by the Group for the period ended 30 September 2019 in
accordance with the Income Tax Law No. (38) of 2018 due to the excess of deductible expenses over
taxable income.

The Company is subject to a statutory income tax rate of 15% in addition to a 1% National Contribution
tax in accordance with the new Income Tax Law No. (38) of 2018 which took effect on 1 January 2019.
The statutory income tax rate will increase by 1% for every year thereafter until it reaches 21% in 2024.

Deferred tax assets

Movements on deferred tax assets were as follows:
30 September 31 December

2019 2018
JD JD
(Unaudited) (Audited)
Balance at the beginning of the period/year 390,726 342,738
Additions during the period/year 12,908 47,988
Balance at the end of the period/year 403,634 390,726

(16) ACCUMULATED LOSSES

The Group’s accumulated losses amount to JD 3,439,819 at 30 September 2019. The Group also
incurred losses in the amount of JD 2,435,531 during the nine-month period ended 30 September 2019.

The interim condensed consolidated financial statements have been prepared on a going concern
basis as management has prepared a detailed 5-year financial budget as well as an action plan which
are expected to move the Group towards positive operating cash flows within 1.5 years. This includes
the signing of several project agreements inside of Jordan as well as neighboring countries totaling to
JD 3.15 million which will materialize during the fourth quarter of 2019 as well as during next year.
The management is also in final negotiations on project with values totaling JD 3.8 million expected to
finalize during the fourth quarter of this year and the first half of 2020.

The Company expects operating revenue of JD 9.9 million with an expected EBITDA of JD 950,000.
Management'’s plan will put the Group at around breakeven in 2021.
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The Group is also seeking long term financing through several available options which it expects to be
used to settle its current liabilities and allow for a solid financial position and healthier working capital
which can be used by the Group to finance its current and upcoming projects and is expected to help
in generation of positive operating cash flows.

The Group’s general assembly resolved in its extraordinary meeting held on 25 April 2019 to extinguish
JD 1,361,965 of accumulated losses as at 31 December 2018 against JD 226,947 of the Group's
voluntary reserve and JD 1,135,018 of its statutory reserve.

The Group’s general assembly also resolved in its extraordinary meeting held on 29 April 2018 to
extinguish JD 4,617,003 of accumulated losses as at 31 December 2017 against JD 3,736,582 of the
Group's share premium and JD 880,421 of its voluntary reserve.

(17) COMPARATIVE FIGURES

Some of 2018 figures have been reclassified in order to conform with the presentation of 2019 figures.
Such classification does not affect previously reported losses or equity.

-14-
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