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Independent Auditor's Report

AM/ 008513

To the Shareholders of

Jordan Worsted Mills Company

{A Public Shareholding Limited Company)
Rusaifeh - The Hashemite Kingdom of Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Jordan Worsted Mills
Company and its subsidiary (together “the Group”) which comprise the consoclidated
statement of financial position as at Decermber 31, 2019, and the consolidated
statement of income and comprehensive income, consolidated statement of
changes in equity, and the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information.

In our opinion, the accompanying consolidated financial statements present fairly,
in all material respects, the consolidated financial position of the Company as at
December 31, 2019, and its financlal performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion .

We conducted our audit In accordance with International Standards on Auditing.
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
together with the other ethical requirements that are relevant to our audit of the
Company's consolidated financial statements in Jordan, and we have fulfilled our
other ethical responsibilities. We believe that the audit evidence we have obtained
is suificient and appropriate to provide a basis for our opinion.
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Key Audit Matters

Key audit matters, in our professional judgment, are the most significant matters in
our audit of the consolidated financial statements of the current year. These
matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide

a separate opinion on these matters:

Valuation of Unquoted securities

Investments in securities includes
investments in unquoted shares in the
amount of JD 13,561,370 as at 31
December 2019, These instruments are
classified as financial assets at fair value
through other comprehensive income.

As disclosed in Note (4) significant
accounting judgements and uncertain
estimates, the valuation of investments
in unquoted securities uses inputs other
than observable market data and
therefore are inherently subjective. It
also requires significant judgement to
be applied Yy  management in
determining the appropriate valuation
methodology and use of various
assumptions like cash flows, discount
rates, market risk adjustments etc. The
valuations were performed by
management of the company.

Given the inherent subjectivity and
judgement required in the valuation of
such unguoted investments that are
classified under level (3) fair value
hierarchy, we determined this to be a
key audit matter.

Other Matter

How our audit addressed the key audit
matter.

We obtained an understanding of the
process adopted by management to
determine the fair value of unquoted
securities.

We assessed the design and implementation
of controls in this area of the audit.

We agreed the valuations performed by
management to the amount reported in the
financial statements.

We assessed the valuation methodology
and estimates used in the valuations.

We agreed the inputs into the valuation to
the latest audited or reviewed financial
statements, where applicable.

We reperformed the arithmetical accuracy
of the valuations. :

We assessad the disclosures in the financial
statements relating to this matter against
the requirements of IFRSs

The accompanying consolidated financial statements are a translation of the
statutory financial statements which are in the Arabic Language to which references

should be made.

Other Information

Management is responsible for other information which comprises information in
the annual report excluding the censolidated financial statements and the
independent auditor's report thereon. Furthermore, we expect the annual report to
be made available to us after the date of our audit report. Our opinion on the
consolidated financial statements does not cover other information, and we do not
express any form of assurance or conclusion thereon.

In connection with our audit of the consolidated financial staternents, our
responsibility is to read the other information when it becomes available to us. In
doing so, we consider whether the other information is materially inconsistent with
the consolidated 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 Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with IFRS, and for such internal
control as management determines necessary to enable the preparation of
consolidated financial statements that are free from material misstatement,

whether due to fraud or error,

-2-
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In preparing the consolidated financial statements, management is responsible for

assessing the Group'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 Group or to cease
operations, or has no realistic alternative but to do so.

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

Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the consolidated
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 leve! 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 consolidated
financial statements.

As part of an audit in accordance with ISA’s, we exercise professional judgement
and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated
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 basls for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than the one
resulting from error, as fraud may involve coilusion, forgery, intentional
omission, 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
expressing an opinion on effectiveness of 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 Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention
in our auditor's report to the related disclosures in the consolidated 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 Group to
cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

. Obtain sufficient and appropriate audit evidence regarding the consolidated
financial information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the Company’s
and its subsidiary’s audit. We remain solely responsible for our audit opinion.

-3-
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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
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguard
procedures.

From the matters communicated with those charged with governance, we
determine those matters of most significance in the audit of the consolidated
financial statements of the current year, and are therefore, the key audit matters.
We describe these matters in our auditor's report unless law and regulations
preclude public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such commmunication.

Report on Other Legal and Regulatory Requirements

The Group maintains proper accounting records duly organized and in line with the
accompanying consolidated financial statements. We recommend that the General
Assembly of Shareholders approve these consolidated financial statements.

‘ e
D%%«/z/ / A
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JORDAN WORSTED MILLS COMPANY
{A PUBLIC SHAREHOLDING [ IMITED COMPANY)
IFEH - THE HASH KINGDOM OF JORD,

CONSOLIDATED STATEMENT. OF FINANCIAL POSITION

December 31,

Note 2019 2018
ASSETS Jo D
Current Assets:
Cash on hand and at banks 5 5,864,207 4,180,618
Financial assets at fair value through statement of income 6 2,713,199 2,927,962
Accounts recejvable and other debt balances 7 144,688 268,076 :
Military and security receivables 8 2,054,615 2,607,280 :
Finished goods- Net 9 3,701,937 3,963,167
Goods under process 82,358 370,230
Yarn ) - 1,041,953 |
Spare parts and other tools - Net 10 40,235 178,675
Total Current Assets 14,601,239 15,537,961 |
Financial assets at falr value through other comprehensive income 11 48,563,546 52,169,886
Financial assets at amortized cost 12 1,500,000 1,500,000
Investmenit in affiliate company 13 1,428,480 1,428,480
Total Investments 51,892,026 55,098,366
Fixed Assets: i4
Land at cost 85,404 85,404
Fixed assets at cost 5,173,319 5,175,559
{Less): Accumulated depreciation ’ (5,024,658) {4,989,453)
Net fixed assets excluding land 148,661 186,106
Total Fixed Assets 234,065 271,510
Total Assets 66,727,330 70,907,837
: LIABILITIES
! Current Liabilities:
Due to banks 15 522,481 570,966
Short-term foan 16 416,141 640,498
Payables and other credit balances 17 625,715 456,561
Incomae tax provision 28 212,007 227,991
National Contribution tax Provision 29 22,855 - ;
! Total Current Liabilities 1,799,199 1,896,016 !
: End-of service indemnity provision 18 1,196,949 1,190,559 :
Total Liabilities 2,996,148 3,086,575
i OWNERS' EQUITY
: Authorized and Paid-up capital 19 15,060,000 15,000,000
Additional paid-in capital 50,000 50,000 |
Statutory reserve 19 12,532,243 12,532,243
Voluntary reserve - 19 10,000,000 10,000,000 !
Special reserve . 18 7,333,000 7,333,000
Yarn riging prices reserve 19 2,000,000 2,000,000
Investment revaluation reserve 381,705 3,628,610
Retained eamings 21 12,018,022 12,524,782
Total Shareholders’ Equity 59,315,970 63,068,635
Non-controlling Interests 22 4,415,212 4,752,627 ?
Total Owners' Equity 63,731,182 67 821 262
Total Liabilities and Owners' Equity 66,727,330 70,907,837
Chairman of Board of Directors General Manager

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE . !
CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM .
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JORDAN WORSTED MILLS COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY})

RUSAIFEH - THE HASHEMITE KINGDOM OF JORDAN

CONSOLIDATED STATEMENT OF INCOME

Net sales

Cost of Sales:
Finished goods-Beginning of the year
Cost of production
Cost of goods available for sale
Finished goods-End of the year
Cost of sales
Gross profit
Selling and distribution expenses
Profit from sales
General and administrative expenses
Operating Income

Net gain (loss) on financlal assets at fair value through statement of income
Dividends revenue from financial assets at fair value through other

comprehensive income
Returns from financial assets at amortized cost
Other Revenue {expenses) ~ net
Profit for the year before income tax
Income tax Expense
National contribution tax Expense
Profit for the year

Attributable to:

Shareholders

Non-controlling interests

Earnings per share for the year attributable to shareholders

Chairman of the Board of Directors

For the Year Ended
December 31,

Note 2019 2018
D D
6,331,274 6,027,577
9 4,213,167 3,498,783
23 3,848,070 4,011,671
8,061,237 7,510,454
9 (4,026,937)  (4,213,167)
4,034,300 3,297,287
2,296,974 2,730,290
24 (57,928) (79,973)
2,239,046 2,650,317
25 (1,219,059) __ (1,206,580)
1,019,987 1,443,737
26 7,698 395,777
2,438,358 2,347,715
82,500 82,500
27 60,246 (76,270)
3,608,789 4,193,459
28 (345,037) (305,000)
29 (22,855) -
3,240,897 3,888,459
2,869,240 3,455,285
371,657 433,174
3,240,897 3,888,459
30 -/190 -/230

Genera! Manager

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM .
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JORDAN WORSTED MILLS COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

RUSAIFEH - THE HASHEMITE KINGDOM OF JORDAN

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the Year Ended

December 31,

Note 2019 2018
D D
Profit for the Year 3,240,897 3,888,459
Other comprehensive income items:
Items not subsequently transferable to the Income statement:
Changes in investment revaluation reserve (3,455,977) (2,947,763)
Gains from sale of financlal assets at fair value through other
comprehensive income : - 30,117
Total Comprehensive Income (215,080) 970,813
Total comprehensive income is attributable to:
Shareholders (377,665) 703,254
Non-controlling interests 162,585 267,559
(215,080} 970,813
Chairman of the Board of Directors General Manager

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART

OF THESE CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.
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RDAN WOR COMPAN

A PUBLIC HOLDING LIMITED, PAN
RUSAIFEH - THE HASHEMITE KI M OF JORD,
LIDATED NT OF CAS! (8)
For the Year Ended
December 31,
Note 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES: D D
Profit for the year before income tax 3,608,789 4,193,459
Adjustments for:
Provision for spare parts and siow moving supplies 9 75,000 50,000
Provision for Prices for Slow Moving Finished Goods 10 95,000 -
Depreciation of flxed assets 14 38,021 47,469
{Gafn) Losses from revaluation of financial assets at fair value through statement of income 26 207,122 (209,774)
Dividends revenue from flnancial assets at fair value through other comprehensive income (2,438,358) (2,347,715)
End-of-service indemnlty provision 18 80,077 81,714
Cash Flows from Operating Activities before Changes in Working Capital items 1,665,651 1,815,153
Decrease (Increase) in current assets:
Financial assets at fair value through statement of income 7,641 38,120
Accounts receivable and other debit balances 123,388 98,585
Military and security recelvables 552,665 2,843,104
Finished goods 186,230 (714,384)
Goods under process 287,872 111,888
Yarn 1,041,953 1,681,213
Spare parts and other tools - Net 43,440 70,742
Goods in transit - 3,064
{Decrease) in current liabilitles:
Payables and other credit balances 169,154 (4,574)
Net Cash Flows from Operating Activities before Income tax and End-of-service Indemnity Paid 4,077,994 5,942,911
Income tax paid 28 (361,021) (359,346)
End-of-service Indemnity paid 18 {73,686% (22,359)
Net Cash Flows from Operating Activities 3,643,287 5,561,206
CASH FLOWS FROM INVESTING ACTIVITIES:
Financlal assets at fair value through other comprehensive income (249,639) (304,201)
Dividends from financial assets at fair value through cther comprehensive income 2,438,358 2,347,715
(Purchase) of fixed assets ) 14 (575) -
Net Cash Flows from Investing Activities 2,188,144 2,043,514
CASH FLOWS FROM FINANCING ACTIVITIES:
Increase (decrease} in due to banks {48,485) 485,183
{Decrease) increase in short-term loans (224,357) (432,107)
Non-Controlting Interest dividends pald (500,000) (500,000)
Dividends Paid (3,375,000) (3,351,478)
Net Cash Flows (Used in) Financing Activities (4,147,842} (3,798,402}
Net Increase in Cash 1,683,589 3,806,318
Cash on hand and at banks - Beginning of year 4,180,618 374,300
Cash on Hand and at Banks - End of year 5 5,864,207 4,180,618

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART
OF THESE CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.




JORDAN WORSTED MILLS COMPANY
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
RUSAIFH - THE HASHEMITE KINGDOM QF JORDAN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

. General

The Jordan Worsted Mills Company was registered as a public shareholding
limited company under number (41) on September 17, 1964 with its head
office located in Rusaifeh - Awajan District — The Hashemit Kingdom of
Jordan, P.0.BOX 6060 Amman 11118 - Jordan. The Company’s main
objectives are to invest in shares of listed and unlisted companies; to
manufacture and produce worsted in all shapes and types; to manufacture
worsted; and to build, equip, and manage a factory / factories to manufacture
worsted and trade in it.

The Company owns 80% of Jordan Fabric and Worsted Mills Private Limited
Shareholding Company, whose head office is in Rusaifeh, Awajan, The
Hashemit Kingdom of Jordan. Its postal address is P.O. Box 6060 Amman
11118 - Jordan. The main objectives of this company are to manufacture and
produce worsted, yarn, and mills in various shapes and kinds; to produce and
sew various kinds of finished clothes; to use them as well as their
accessories; and to trade in them. The main objectives also include building,
preparing, and managing a factory / factories to manufacture the
aforementioned and trade in them. The subsidiary had assets equal to
JD 23,663,509 and liabilities equal to JD 1,633,164 as of December 31, 2019,
Moreover, revenue equaled JD 7,199,895 and cost of sales and expenses
amounted to JD 5,341,610 for the year ended December 31, 201S.

The consolidated financial statements were approved and authorized by the
Board of Directors’ in its Meeting number (353) on February 12, 2020. These
financial statements are subject to the General Assembly’s approval.

. Basis of Consolidation

The consolidated financial statements encompass the financial statements of
Jordan Worsted Mills Company and the financial statements of its subsidiary,
Jordan Fabric and Worsted Mills Company, a private limited shareholding
company after eliminating intercompany balances and transactions.

The consolidated financial statements incorporate the financial statements of

the Company and entity controlled by the Company (its subsidiaries), the

consolidation of the subsidiary starts from the date of acquisition, which is the

date when the Company gain control upon its subsidiary, and the Company

Holds control until the date of disposing the control of its subsidiary. Control is

achieved when the Company:

» has the power over the investee;

¢ Is exposed, or has rights, to variable returns from its involvement with the
investee; and

« has the ability to use its power to affects its returns.

The Company reassesses whether or not it controls an investee, if facts and

circumstances indicate that there are changes to one or more of the three
elements of control listed above.
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When the Company has less than a majority of the voting rights of an
investee, it considers that it has power over the investee when the voting
rights are sufficlent to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Company considers all relevant
facts and circumstances in assessing whether or not the Company’s voting
rights in an investee are sufficient to give it power, including:

« the size of the Company’s holding of voting rights relative to the size and
dispersion of holdings of the other vote holders; ‘

« potential voting rights held by the Company, other vote holders or other
parties;

e rights arising from other contractual arrangements; and

» Any additional facts and circumstances that indicate that the Company has,
or does not have, the current ability to direct the relevant activities at the
time that decisions need to be made, including voting patterns at previous
shareholders’ meetings.

When the Company loses control over any of its subsidiaries, the Company:

» derecognizes the assets of the subsidiary (including goodwill) and
liabilities;

» derecognizes the carrying amount of any uncontrolled interest;

+ derecognizes the cumulative transfer differences recognized in equity;

« derecognizes the fair value of the consideration received;

¢ derecognizes the fair value of any investment held;

« derecognizes any surplus or deficit in the income statement; and

o Reclassifies the Company's equity previously recognized in other
comprehensive income to the statement of income or retained earnings, as
appropriate.

Preparation of the consolidated financial statements of the subsidiary that are
earned through institutions with special purposes (small or medium) for the
same period of preparing the company’s financial statements using the same
accounting policies.

Adjustments have been made to the subsidiary's consolidated financial
statements when needed, so its accounting policies becomes in line with the
accounting policies that are used by other affiliated companies.

Balances, movements, revenues and Internal expenses Is eliminated
completely between the affiliated companies during the financial statement
consolidation process.

3. Basis of Preparation of the Consolidated Financial Statements

- The consolidated financial statements have been prepared in accordance with
the standards issued by the International Accounting Standards Board and
interpretations issued by the International Financial Reporting Interpretation
Committee (IFRIC), and prevailing local laws.

- The consolidated financial statements have been prepared under the historical

cost principle except for financial assets and financial liabilities shown at fair
value at the date of the consolidated financial statements.
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- The consolidated financial statements of the Company are presented in
Jordanian Dinar, which is also its functional currency.

- The accounting policies adopted in the preparation of the consolidated
financial statements are consistent with those applied in the year ended
December 31, 2018 except for the effect what are stated in Note (35-a)
related to the consolidated financial statements.

The following are the most significant accounting policies adopted by the Company:

a. Inventory
Finished goods and spare parts are stated at cost (using the first — in, first -
out method) net of a provision for expired and slow-moving items or net
realizable value, whichever is lower. Moreover, work in process inventory and
yarn are stated at cost.

b. . Information Segment
Business sectors represents a group of assets and operations that jointly
provide products or services subject to risks and returns different from those
of other business sectors {measured in accordance with the reports sent to
the operations management and decision makers in the Company).

The geographical sector relates to providing products or services in a specific
economic environment subject to risk and returns different from those of
sectors functioning in other economic environments.

C. Dividends revenue
Dividend income is recognized when the right to receive payment is
established. This is the previous dividend date for listed equity securities, and
usually the date when shareholders approve the dividend for uniisted equity
securities,

The presentation of dividend income in the consolidated statement of income
depends on the classification and measurement of the equity investment, i.e.:

for equity instruments which are held for trading, dividend income is
presented in income Statement as Profit (losses) of Financial Assets at
fair value through the statement of income.; and

for equity- instruments designated at fair value through other
comprehensive Income, dividend income is presented in income
statement as Dividends income from financial assets through other
Comprehensive income; and

For equity instruments not designated at fair value through other
comprehensive income and not held for trading, dividend income is
presented as net income from other instruments at fair value through the
statement of income.

d.  Fipancial Instruments
Initial Recognition and Measurement: _
Financial assets and financial liabilities are recognized in the Company’s
consolidated statement of financial position when the Company becomes a
party to the contractual provisions of the instrument.

Recognized financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities are added to, or deducted
from, the fair value of the financial assets or financial liabilities, as
appropriate, on Initial recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities at fair value through
‘the statement of income are recognized immediately in income statement.

-12 -




If the transaction price differs from fair value at initial recognition, the Company will
account for such difference as follows:

e If fair value is proved by a quoted price in an active market for symmetric asset
or liability or based on a valuation technique that uses only data from
observable markets, then the difference Is recognized in the statement of
income on initial recognition (i.e. day 1 profit or loss);

e In all other cases, the fair value is adjusted to be in line with the transaction
price (i.e. day 1 profit or loss will be deferred by including it in the initial
carrying amount of the asset or liability).

After initial recognition, the deferred gain or loss will be released to the statement
of income on a rational basis, only to the extent that it arises from a change in a
factor (including time) that market participants would take into account when
pricing the asset or liability or when derecognizing the instruments.

g Financial Assets

Initial Recognition

All financial assets are recognized on the trading date when the purchase or
sale of a financial asset is under a contract whose terms require delivery of
the financial asset within the timeframe established by the market concerned.
They are initially measured at fair value, plus transaction costs, except for
those financial assets classified as at fair value through the statement of
income. Transaction costs directly attributable to the acquisition of financial
assets classified as at fair value through the statement of income are
recognized in the consolidated statement of income,

Subseguent Measurement

All recognized financial assets that are within the scope of IFRS 9 are required to be
subsequently measured at amortized cost or fair value on the basis of the entity’s
business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets. Specifically:

. Debt instruments held within a business model whose objective is to collect
the contractua! cash flows, and that have contractual cash flows that are
solely payments of principai and interest on the principal amount outstanding
(SPPI), are subsequently measured at amortized cost;

. Debt instruments held within a business model whose objective is both to
collect the contractual cash flows and to se!l the debt instruments, and that
have contractual cash flows that are SPPI, are subsequently measured at fair
value through other comprehensive income;

° All other debt instruments (e.g. debt instruments managed on a fair value
basis, or held for sale) and equity investments are subsequently measured at
fair value through the statement of income.

However, the Company may irrevocably make the following selection /designation
at initial recognition of a financial asset on an asset- by-asset basis:

. The Company may irrevocably select to present subsequent changes in fair
value of an equity investment that is neither held for trading nor contingent
consideration recognized by an acquirer in a business combination to which
IFRS (3) applies, in other comprehensive income; and

. The Company may irrevocably designate a debt instrument that meets the
amortized cost or fair value through other comprehensive income criteria as
measured at fair value through  the statement of income, if doing so
eliminates or significantly reduces an accounting mismatch (referred to as the
fair value option).

Debt Instruments at Amortized Cost or at Fair Value through Other Comprehensive
Income

The Company assesses the classification and measurement of a financial asset
based on the contractual cash flow characteristics of the asset and the Company’s
business mode! for managing the asset.
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For an asset to be classified and measured at amortized cost or at fair value
through other comprehensive income, its contractual terms should give rise to cash
flows that are solely payments of principal and interest on the principal outstanding
(SPPI).

For the purpose of SPPI test, principal is the fair value of the financial asset at
initial recognition. That principal amount may change over the life of the financial
asset (e.g. if there are repayments of principal). Interest consists of the
consideration for the time value of money, for the credit risk associated with the
principal amount outstanding during a particular period of time, and for other basic
lending risks and costs, as well as a profit margin. The SPPI assessment is made in
the currency in which the financial asset is denominated.

Contractual cash flows that are SPPI are consistent with a basic lending
arrangement. Contractual terms that introduce exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic lending arrangement, such as
exposure to changes in equity prices or commodity prices, do not give rise to
contractual cash fiows that are SPPI. An originated or an acquired financial asset
can be a basic lending arrangement irrespective of whether it is a loan in its legal
form.

Assessment of Business Models

An assessment of business models for managing financial assets is fundamental to
the classification of a financial asset. The Company determines the business models
at a level that reflects how groups of financial assets are managed together to
achieve a particular business objective. The Company’s business model does not
depend on management’s intentions for an individual instrument; therefore, the
business model assessment is performed at a higher level of aggregation rather
than on an instrument-by-instrument basis.

The Company has more than one business model for managing its financial
instruments, which reflect how the Company manages its financial assets in order
to generate cash flows. The Company's business models determine whether cash
flows will result from collecting contractual cash flows, selling financial assets, or
both.

The Company considers all relevant Information available when making the
business model assessment. However, this assessment is not performed based on
scenarios that the Company does not reasonably expect to occur, such as so-called
‘worst case’ or ‘stress case’ scenarios. The Company takes into account all relevant
evidence available such as:

. The stated policies and objectives of the portfolic and application of those
policies whether the management strategy focuses on obtaining contractual
revenues, maintaining specific profit rate matching the profit of financial
assets with the period of financial liabilities that finance those assets or
obtaining cash flow from selling assets. .

o How the performance of the business model and the financial assets held
within that business model are evaluated and reported to the entity’'s key
management personnel; and |

. The risks that affect the performance of the business modei (and the financial
assets held within that business model) and, in particular, the way in which
those risks are managed; and

o How the business managers are compensated {e.g. whether the compensation

is based on the fair value of the assets managed or on the contractual cash
flows collected).
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At .initial recognition of a financial asset, the Company determines whether newly
recognized financial assets are part of an existing business model or whether they
reflect the commencement of a new business model. The Company reassess its
business models each reporting period to determine whether the business modeis
have changed since the preceding period.

When a debt instrument measured at fair value through other comprehensive
income is derecognized, the cumulative gain/loss previously recognized in other
comprehensive income is reclassified from equity to the Consolidated Statement of
Income. In contrast, for an equity investment designated as measured at fair value
through other comprehensive income, the cumulative gain/loss previously
recognized in OCI is not subsequently reclassified to Consolidated Statement of
Income but transferred within equity.

Debt instruments that are subsequently measured at amortized cost or at fair value
through other comprehensive income are subject to impairment.

Financial Assets at fair Value through the Statement of Income
Financial assets at fair value through the statement of income are:

» Assets with contractual cash flows that are not SPPI; or/and

s Assets that are held in a business model other than held to collect contractual
cash flows or held to coliect and sell; or

» Assets designated at fair value through the statement of income using the fair
value option.

These assets are measured at fair value, with any gains/losses arising on re-
measurement recognized in the Consolidated Statement of Income.

Reciassifications

If the business model under which the Company holds financial assets changes, the
financial assets affected are reclassified. The classification and measurement
requirements related to the new category apply prospectively from the first day of
the first reporting period following the change in business model, which resuits in
reclassifying the Company’s financial assets. The changes in the contractual cash
flows are considered under the accounting policy on the modification and de-
recognition of financial assets described below.

Foreign Exchange Gains and Losses
The carrying amount of financial assets denominated in a foreign currency is
determined in that foreign currency and translated at the spot rate at the end of
each reporting period. Specifically:

« For financial assets measured at amortized cost that are not part of a
designated hedging relationship, exchange differences are recognized in the
statement of income; and

e For debt instruments measured at fair value through other comprehensive
income that are not part of a designated hedging relationship, exchange
differences on the amortized cost of the debt instrument are recognized in the
statement of income. Other exchange differences are recognized in other
comprehensive income in the investments revaluation reserve;

e« For financial assets measured at fair value through the statement of income

that are not part of a designated hedge accounting relationship, exchange
differences as Gain or losses are recognized in the statement of income .
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e For equity instruments measured at fair value through other comprehensive
income, exchange differences are recognized in other comprehensive income in
the investiments revaluation reserve.

f.  Impairment
The Company recognizes loss allowances for expected credit iosses on the
following financial instruments that are not measured at fair value through the
statement of income:

Balances and deposits at banks ;
Accounts Receivable; :

¢ Financial assets at amortized cost {Debt investment securities);

Financial assets at fair value through other comprehensive income;
Off statement of financial position exposure subject to credit risk (Financiai
guarantee contracts issued).

No impairment loss is recognized on equity investments.

With the exception of purchased or originated credit-impaired (POCI) financial
assets (which are considered separately below), ECLs are required to be
measured through a loss allowance at an amount equal to:

12-month ECL, i.e. lifetime ECL that results from those default events on the
financial iristrument that are possible within 12 months after the reporting
date, (referred to as Stage 1); or

12-month ECL, i.e. lifetime ECL that results from all possible default events
over the life of the financial instrument, (referred to as Stage 2 and Stage
3).

A loss allowance for full lifetime ECL is required for a financial instrument if the
credit risk on that financial instrument has increased significantly since initial
recognition, For all other.financial instruments, ECLs are measured at an
amount equal to the 12-month ECL

ECLs are a probability-weighted estimate of the present value of credit losses.
These are measured as the present value of the difference between the cash
flows due to the Company under the contract and the cash flows that the
Company expects to receive arising from the weighting of multiple future
economic scenarios, discounted at the asset’s EIR.

Credit-impaired Financial Assets

A financial asset is ‘credit-impaired’ when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset
have occurred. Credit-impaired financial assets are referred to as Stage 3
assets. Evidence of credit-impairment includes observable data about the
following events:

[ ]

Significant financial difficulty of the debtor or issuer;

« A breach of contract such as a default or past due Payment;
e The lender of the debtor, for economic or contractual reasons relating to the

debtor’'s financial difficulty, having granted to the debtor a concession that
the debtor would not otherwise consider;

The disappearance of an active market for a security because of financial
difficulties; or .
The purchase of a financial asset at a deep discount that reflecis the
incurred credit losses.

it may not be possible to identify a single discrete event. Instead, the
combined effect of several events may have caused financial assets to become
credit-impaired. The Company assesses whether debt instruments that are
financial assets measured at amortized cost or fair value through other
comprehensive income are credit-impaired at each reporting date. To assess if
sovereign and corporate debt instruments are credit impaired, the Group
considers factors such as bond yields, credit ratings.
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A receivable or the balance is considered credit-impaired when a concession is
granted to the debtor due to a deterioration in the debtor’s financial condition,
unless there is evidence that as a result of granting the concession, the risk of
not receiving the contractual cash flows has reduced significantly, and there are
no other indicators of impairment. For financial assets where concessions are
contemplated but not granted, the asset is deemed credit-impaired when there
is observable evidence of credit-impairment including meeting the definition of
default. The definition of defauit includes unlikeliness to pay indicators and a
back- stop if amounts are overdue for 90 days or more. However, in cases
where the assets impairment is not recognized after 90 days overdue are
supported by reasonable information.

g. Financial Liabilities and Equity :
Debt and equity instruments issued are classified as either financial liabilities or
as equity in accordance with the substance of the contractual arrangement.

A financial liability is a contractual obligation to deliver cash or another financial
asset, or to exchange financial assets or financial liabilities with another entity
under conditions potentially unfavorable to the Company, or a contract that will
or may be settled in the Company's own equity instruments and is a non-
derivative contract for which the Company is or may be obliged to deliver a
variable number of its own equity instruments, or a derivative contract over
own equity that will or may be settled other than by the exchange of a fixed
amount of cash (or another financial asset) for a fixed number of the Group's
own equity instruments,

Equity Instruments

Paid up Capital -

An equity instrument is any contract that evidences a residual interest in the
assets of an entity after deducting all of its liabilities. Equity instruments issued
by the Company are recognized at the proceeds received, net of direct issue
costs.

Treasury Shares

Repurchase of the Company’s own equity instruments is recognized and
deducted directly in equity. No gain or loss is recognized Consolidated
Statement of Income on the purchase, sale, issue or cancellation of the
Company’s own equity instruments. -

Financial_Liabilities
Financial liabiiities are classified as either financial liabilities ‘at fair value
through the statement of income or ‘other financial liabilities’.

-

. Fixed Assels
Fixed assets are stated at cost net of accumulated depreciation and any
accumulated Impairment. Moreover, fixed assets (except for land) are
depreciated, when ready for their intended use, according to the straight-line
method over their estimated usefu! lives using rates ranging from 2% to 20%.

When the expected recoverable amount of any fixed assets is less than its net
book value, the net book value is reduced to the expected recoverable amount,
and the impairment loss is taken to the consolidated statement of income.

Fixed assets useful lives are reviewed at the end of each year and if the
expected useful life differs from the previous estimate, the difference is
recorded in subsequent years as a change in accounting estimates.

Fixed assets are disposed of when there are no expected future benefits from
their use or disposal.

i. _Provision for end- of-service indemnity
End- of-service indemnity paid to terminated employees is charged to the end-
of-service indemnity provision. Mareover, a provision bocked for the end- of-
service indemnity liability is recorded in the consolidated statement of income.
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j. Income Tax
- Income tax expenses represent accrued taxes and deferred taxes.

Accrued tax expenses are accounted for on the basis of taxable income,
Moreover, taxable income differs from income declared in the consolidated
financial statements because the latter includes non-taxable revenue or tax
expenses not deductible in the current year but deductible in subsequent years,
accumulated losses acceptable by the tax authorities, items not accepted for
tax purposes or subject to.tax.

Taxes are calculated on the basis of the tax rates prescribed according to the
prevailing laws, regulations and instructions of the countries where the
Company operates.

Deferred taxes are taxes expected to be paid or recovered as a result of the
temporary timing differences between the value of assets or liabilities in the
consolidated financial statements and the value on the basis of which taxable
income is calculated. Moreover, deferred taxes (if any) are calculated based on
the liability method in the consolidated statement of financial position according
to the tax rates expected to be applied upon the settlement of the tax liability
or realization of the deferred tax assets. Moreover, the Company did not
recognize deferred tax assets because they were deemed immaterial and not
possible to use. The Company did not recognize deferred tax liability for the
investment revaluation reserve as the Company s investment revenue is not
taxable.

k. Offsetting
Financial assets and financial liabilities are offset, and the net amount reported
only in the consolidated statement of financial position, when there is a legally
enforceable right to offset the recognized amounts and the Company intends to
gither settle them on a net basis, or to realize the asset and settle the liability
simultaneously.

1. Fairvalue

Fair value is defined as the price at which an asset is to be sold or paid to
convert any of the liabilities in a structured transaction between the market
participants on the measurement date, irrespective of whether the price can be
realized directly or whether it is estimated using another valuation technique.
When estimating the fair value of an asset or liability, the Company takes into
consideration when determining the price of any asset or liability whether
market participants are required to consider these factors at the measurement
date. The fair value for measurement and / or disclosure purposes in these
financial statements is determined on the same basis, except for measurement
procedures that are similar to fair value procedures and are not fair value such
as fair value as used in IAS 36.

In addition, fair value measurements are- classified for the purposes of financial
reporting to level (1), (2) or (3) based on the extent to which the inputs are
clear concerning the fair value measurements and the importance of inputs to
the full fair value measurements. These are as follows:

Levél inputs (1) inputs derived from quoted (unadjusted) prices of identical
assets or liabilities in active markets that an enterprise can obtain on the
measurement date;

Input level (2) inputs derived from data other than quoted prices used at level
1 and observable for assets or liabilities, either directly or indirectly; and

Level inputs (3) are inputs to assets or liabilities that are not based on
observable market prices. '
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m. Provisions
Provisions are recognized when the Company has an obligation at the date of
the consolidated statement of financial position arising from a past event, and
the costs to settle the obligation are both probable and can be reliably
measured. |

n. Foreign Currency Transactions
Assets and liabilities denominated in foreign currencies are translated to
Jordanian Dinar at the exchange rates prevailing at year-end. Transactions in
foreign currencies are recorded at the exchange rates prevailing at the date of
the transactions. Exchange gains or losses resulting therefrom are recorded in
the consolidated statement of income.

0. Interest Revenue and Expenses _
Interest revenue and expense are taken to the consolidated statement of
income using the accrual basis. ‘ h ‘

p. Sales
Revenue from the sale of goods is recognized when all of the following

conditions are satisfied:

1. The Company has transferred to the buyer the significant risks and rewards
of ownership of the goods; and

2. The Company retains neither continuing managerial involvement to the
degree usually associated with ownership nor effective control over the
goods sold; and

3. Revenue can be caiculated reliably; and

4. It is probable that the economic benefits associated with the transaction
will flow to the Company; and

5. The costs incurred or to be incurred in respect of the transaction can be
measured reliably.

g.  Investment in Affiliate
Affiliate companies are companies over which the Company exercises

significant influence related to financial and operational policies but does not
control, with ownership between 20%- 50 % of voting rights. Investment in
affiliates is stated at an amount equal to the Company s share in the affiliates’
net assets and the degree of the Company’ s participation in the affiliate. This
is done by adjusting the investment account for the change in the affiliate’s
net assets caused by the change in the Company's share in the affiliate’s
profit or loss according to the latest audited or reviewed financial statements.

4, _Significant Accounting_ Judaments and key Sources of Uncertainty Estimates
Preparation of the consolidated financial statements and application of the
accounting policies require management to make judgments, estimates, and
assumptions that affect the amounts of financial assets and financial liabilities
and to disclose potential liabilities. Moreover, these estimates and judgments
affect revenues, expenses, provisions, in general, expected credit losses, as
well as changes in fair value that appear in the consolidated statement of
comprehensive income and within shareholders’ equity. In particular, the
Company's management requires judgments to be made to estimate the
amounts and timing of future cash flows. These estimates are necessarily
based on muitiple hypotheses and factors with varying degrees of estimation
and uncertainty. Meanwhile, the actual results may differ from estimates due to
the changes arising from the conditions and circumstances of those estimates
in the future.
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Judgments, estimates, and assumptions are reviewed periodically. Moreover,
the effect of the change in estimates is recognized in the financial period in
which the change occurs if the change affects only the financial period. On the
other hand, the effect of the change in estimates is recognized in the financial
period in which the change occurs and in future periods if the change affects
the financial period and future financial periods.

Management believes that its estimates in the consolidated financial statements
are reasonable. The details are as foliows:

Evaluation of business model: ‘

The classification and measurement of financial assets depend on the results of
the principal and interest payments test on the principal outstanding and the
business model test (refer to note the financial statement note 3). The
Company defines a business model at a level that reflects how the groups of
financial assets are managed together to achieve a particular business
objective. This assessment includes judgment that reflects all relevant
evidence, including how to assess the performance of the assets and measure
their performance, the risks that affect the performance of assets and how they
are managed, and how asset managers are compensated. The Company
monitors financial assets measured at amortized cost or fair value through
other comprehensive income and derecognized before maturity to understand
the reason for derecognition and whether the reasons are consistent with the
objective of the business held. In this respect, control is part of the Group's
continuous assessment of whether the business model under which the
remaining financial assets are retained is appropriate, and whether it is
inappropriate if there is a change in the business mode!, and therefore, a future
change is made in the classification of those assets. It was not demanded to
make such changes through the Presented Periods

Significant increase In credit risk:

The expected credit loss is measured as discussed in Note (3), as an allowance
equivalent to the expected credit loss of 12 months for the assets of the first
stage, or the credit loss over the life of the assets of the second or third stage.
The asset moves to the second stage if credit risk increases significantly since
initial recognition. IFRS (9) does not specify what constitutes a significant
increase in credit risk. In assessing whether the credit risk of any asset has
increased significantly, the Company takes into account reasonable and reliable
gquantitative and qualitative information.

Productive lifespan of tangible assets and intangible assets:

The Company's management periodically recalculates the useful lives of
tangible assets and intangible assets for calculating annual depreciation and
amortization based on the general condition of those assets and estimated
future useful lives. The impairment loss ( if any ) Is recognized in the
consolidated statement of income for the year.

Assets and liabilities at cost:

Management periodically reviews the assets and liabilities at cost for estimating
any impairment in value, which is recognized in the consolidated statement of
income.

Income tax:

The fiscal year is charged with the income tax expense in accordance with the
accounting regulations, laws and standards.

Lawsuits provision:

A provision is taken for lawsults raised against the Company (if any). This
provision is subject to an adequate legal study prepared by the Company's
legal advisor. Moreover, the study highlights potential risks that the Company
may encounter in the future. Such legal assessments are reviewed periodically.
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End of service Indemnity Provision:
A provision is taken for employees” End of service Indemnity according to the
laws and regulations.

Provision for credit losses:

Management is required to use significant judgments and estimates to estimate
the amounts and timing of future cash fiows and assess the risks of a
significant increase in credit risks for financial assets after initial recognition
and future measurement information for the expected credit losses.

Establish groups of assets with similar credit risk characteristics:

When the expected credit losses are measured on a collective basis, the
financial instruments are grouped on the basis of common risk characteristics
(e.g. instrument type, credit risk, coilateral type, initial recognition date,
remaining maturity period, industry, borrower's geographic location, etc.). The
Company monitors the appropriateness of credit risk characteristics on an
ongoing basis to assess whether they are still similar. This is required to ensure
that, in the event of a change in the credit risk characteristics, the asset is
properly reallocated. This may result in the creation of new portfolios or the
transfer of assets to an existing portfolio that better reflects the credit risk
characteristics of that group of assets.

Models and assumptions used:

The Company uses various models and assumptions in measuring the fair value
of financial assets as well as in assessing the expected credit loss. The
judgment is applied when determining the best models for each type of asset
as well as for the assumptions used In those models, which include
assumptions regarding the main drivers of credit risk.

a. Classification and measurement of financial assets and liabilities
The Company classifies financial instruments or components of financial
assets at initial recognition either as a financial asset or a financial Hability,
or as an equity instrument in accordance with the substance of the
contractual agreements and the definition of the instrument. The
reclassification of a financial instrument is subject to the substance of the
financial statements and not to its lega! form.

The Company shall determine the classification at initial recognition and
reassess such determination, if possible and appropriate, at each date of
the consolidated statement of financial position. :

When measuring financial assets and liabilities, certain assets and liabilities
of the Company are re-measured at fair value for financial reporting
purposes. In assessing the fair value of any assets or liabilities, the
Company uses available observable market data. In the absence of Tier 1
inputs, the Company conducts evaluations using professionally gualified
independent evaluators.

h. Fair value measurement

If the fair values of financial assets and financial liabilities included in the
consolidated statement of financial position cannot be obtained from active
markets, these fair values are determined using a range of valuation
techniques involving the use of accounting models. If possible, the entered
data for those models will be extracted from the market data. In the
absence of such market data, fair values are determined by making
judgments. These provisions include liquidity considerations and model
data such as derivative volatility, longer-term discount rates, pre-payment
ratios and default rates on asset-backed securities. Management believes
that the valuation techniques used are appropriate to determine the fair
value of financial instruments.
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Derivative financial instruments

The fair values of derivative financial instruments measured at fair value are
generally obtained by reference to quoted market prices, discounted cash
flow models and, where appropriate, recognized pricing models. In the
absence of prices, fair values are determined using valuation techniques that
reflect observable market data. These techniques include comparison with
similar instruments at observable market prices, discounted cash flow
analysis, pricing option models and other valuation techniques commonly
used by market participants. The main factors that Management takes into
consideration when applying the model are: '

- The expected timing and probability of future cash flows on the
instrument where such cash flows are generally subject to the terms of
the instrument, although Management’s judgment may be required
where the counterparty's ability to repay the instrument in accordance
with contractual terms is in doubt; and

- An appropriate discount rate for the Instrument. Management
determines the Instrument discount rate at a rate higher than the non-
risk rate. In assessing the instrument by reference to comparative
instruments, Management considers the maturity, structure, and degree
of classification of the instrument based on the system in which the
existing position is compared. When evaluating tools on a mode! basis
using the fair value of the main components, Management also
considers the need to make adjustments for a number of factors, such
as bid differences, credit status, portfolio service costs, and uncertainty
about the model.

Cash on Hand and at Banks

*

This item consists of the following:
December 31,

2019 2018
D D
Cash on hand 2,483 | 4,001
Current accounts - Jordanian Dinar 80,541 245,617
Time deposit at Jordan Ahli Bank - member of the

Board of Directors * : 5,781,183 3,930,869
Current account- Euro - 131

5,864,207 4,180,618

The time deposit is for one-month term, automatically renewable, and bears
interest at 5% annually, Moreover the deposit include 500 thousand Dinar
cash collateral against credit facilities granted to Jordan Worsted Mills
Company (Parent Company) as of December 31, 2019.

5. Financial Assets at Fair Value through the Statement of Income

a.

This item consists of the following:
December 31,

2019 2018
D D
Financial assets listed at Amman Stock Exchange 2,713,199 2,927,962
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7.  Receivables and other Debit Balances
This item consists of the following:
December 31,

2019 2018

b o]
Trade receivables 1,551 2,154
Accrued revenue 35,034 35,034
Employees receivables - 4,397
Prepaid expenses 57,065 119,594
Refundable deposits and customs deposits 10,769 10,769
Sales tax 40,269 96,128

144,688 268,076

8.  Military and Security Receivables
This item represents military and security receivables, and the Company
applies a policy of dealing with credit worthy parties in order to mitigate the
risk of financial loss from defaults. The management has not recorded a
provision for credit loss in respect of receivables since the receivables are in
total for military and government security and its Payments are guaranteed.

9. Finished Goods-Net
This item consists of the following:
December 31,

2019 2018
D D
Finished Goods 4,029,937 4,213,167
(Less):Allowance for slow-maoving inventory (325,000) (250,000}

3,701,937 3,963,167

10. Spare Parts and Various Supplies - Net
This item consists of the following:

December 31,

2019 2018

D D
Spare parts 690,924 736,809
Raw materials and various supplies 6,511 8,025
697,435 744,834
(Less): Provision for slow-moving items (695,000) (600,000)
2,435 144,834

Packaging department assets and (sampling

And processing) books Co- 6,391
Factory assets 37,800 27,450
40,235 178,675
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- Movement on the provision for slow-moving items is as follows:

December 31,

2019 2018
b D
Balance at the beginning of the year 600,000 550,000
Addition during the year 95,000 50,000
Balance at the end of the year 695,000 600,000

11. Financial Assets at Fair Value through other Comprehensive Income
This item consists of the following:

December 31,

2019 2018
D 1D
Financial assets listed at Amman Stock Exchange 35,402,176 38,844,267
Unlisted Financial assets * 13,561,370 13,325,619

48,963,546 52,169,886

* The fair value of the unlisted investments has been determined based on the
equity method and latest audited or reviewed set of the financial statements.
This is deemed to be the best tool available to measure the fair value of those
investments.

12, Financial Assets at Amortized Cost
This item consists of the following:

Number December 31, Number December 31,
of bonds 2019 of bonds 2018
D _ iD
Arab International Hotels '
Company’s bonds * 1500 1,500,000 1500 1,500,000

# The Arab International Hotels Company’s bonds mature on January 29, 2022.
They bear interest at a fixed annual rate of 5/5%. The bonds are payable in
two instalments on January 29 and July 29 every year.

13, Investment in Affiliate Company

This item represents the cost of the investment of the Company and its
subsidiary in the Arab International Real Estate Company, representing 40%
of the investee's capital of JD 3.6 million. The affiliate was established on June
28, 2007, and its main objectives are to develop investments in various areas
of tourism and real estate; to develop and manage construction, housing, and
real estate projects and markets; to buy, sell, and invest real estates and
lands inside and outside the city planning; and to manage housing,
commercial, and other complexes. This amount represents the Company’s
share in the affiliate’s net assets. It is also equivalent to the investment in the
affiliate adjusted by the changes in the Company’ s share in the affiliate’s net
assets and by the amount of the Company’s share in the affiliate’s profits and
losses based on the latest audited or reviewed financial statements.

The financial information related to the affiliate company is as follows:

December 31,

2019 2018
D D
Assets 3,577,600 3,575,063
Liabilities (1,988) (2,074)
Net assets 3,575,612 3,572,889
Company's share in the affiliate
company's net assets 1,428,480 1,428,480
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15. Due to Banks
This item consists of the following:
December 31,

2019 2018
JD D
Jordan Ahli Bank - Overdraft*® 502,583 497,684
Jordan Ahli Bank ~ Overdraft** 19,898 73,193
Arab Bank - Overdraft*** - ‘ 89
522,481 570,966

* The Company was granted an overdraft facility with a ceiling of JD 500
thousands, at an annual interest rate of 6% by Jordan Ahli Bank (member of
the Board of Directors). The loan is guaranteed by the Company, and the
overdraft is due on July 31, 2020,

**  The Company was granted overdraft facilities with a ceiling of JD 2 million by
Jordan Ahli Bank (member of the Board of Directors) and JD 1 million by Arab
Bank (member of the Board of Directors). These credit facilities are
guaranteed by the Company and bear interest at an annual interest rate of
8.625% for Jordan Ahli Bank and 8.875% for Arab Bank. Moreover, the
overdrafts are due on October 31, 2020 and May 23, 2020, respectively.

- There are no non-cash transactions for the above overdraft facilities.

16, Short-term Loans
The parent company has obtained revolving loan from Societe General Bank -
Jordan of JD 2 million for financing the Company’s operations with a maturity
period of 365 days (renewable) from the loan date with variable interest of
7.90% annually. This loan has been granted without guarantees.

- There are unused credit facilities granted to its subsidiary in the form of a
revolving loan with a ceiling of JD 500,000 , by Societe General Bank -
Jordan.

- There are no non-cash transactions for the above revolving loans.

17. Payables and Other Credit Balances
This item consists of the following:

December 31,

2019 2018
D - 1D

Accounts Payable 60,887 59,110
Shareholders’ deposits ‘ 347,666 297,451
Employees Payables 117,162 -
Board of Directors’ remuneration for the parent
and subsidiary . 100,000 100,000

625,715 456,561

* This Item Represent compensations and Remuneration for Employees whom
their Service were ended in December 2019 and their Benefits were paid in
January 2020.
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18. End-of Service Indemnity Provision
Movement of the provision for end-of service indemnity during the year is as

follows:
2019 2018
D Jo
Balance at the beginning of the year 1,190,559 1,131,204
Additions 80,077 81,714
Payments during the year (73,687) {22,359)
Balance at the end of the year 1,196,949 1,190,559

19, Capital and Reserves

a.  Capitai
the authorized and paid-up capital amounted to JD 15 million distributed over
15,000,000 shares with a par value of JD 1 as of December 31, 2019 and
2018.

b.  Statutory Reserve
This item represents accumulated amounts transferred from annual net

income before tax at a rate of 10% during prior years according to the
Jordanian Companies Law. The statutory reserve is deducted from the
Company and Its subsidiary. This reserve cannot. be distributed to
shareholders. '

c. Voluntary Reserve
This item represents accumulated amounts transferred from the profits of the

parent company at a rate not exceeding 20%. Voluntary reserve is used for
the purposes approved by the Board of Directors, and the General Assembly
has the right to distribute all or part of this amount as dividends fo
shareholders.

d. _ Special Reserve
This item represents the cumulative amounts transferred from appropriable
profits according to the bylaws which state the following:” Based on a
proposal by the Board of Directors, the General Assembly has the right to
appropriate any percentage of annual profits to the account of any other
reserves deemed necessary for the Company’s interests, without regard to
the labels of those Reserves”.

2.  Yarpn Rising Prices Reserve
This item represents Yarn rising prices reserve that is appropriated according
to the Board of Directors’ Decisions due to the rising prices of yarn in the
markets and the fixed sale contracts that the Company is committed to for
years to come.

20. Dividends and Proposed Dividends

Proposed Dividéends
The Board of Directors recommended in it's meeting held at February 12,

2020 the distribution of 22.5%, of the current year’s profits which equivalent
to JD 3.375 million, subject to the approval of the General Assembly as
dividends to shareholders for the current year.

Dividends

the General Assembly approved in its Ordinary Meeting Held at April 17, 2019
the distribution of dividends to shareholders equal to 22.5% of capital which
equivalent to JD 3.375 million were distributed.
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21. Retained Earnings

This item consists of the following:
: For the Year Ended December 31, 2019 For the Year Ended December 31, 2018
! Retained Earnings Retained Earnings
Realized Unrealized * Total Realized Unrealized * Total
D h»} D o jo 1
Balance-Beginning of the year 11,193,962 1,330,820 12,524,782 11,352,958 1,063,855 12,416,813
Gains from financial assets at fair
value through other comprehensive
income - - - 27,684 - 27,684
Realized cumulative change in fair
value during the year
(6,475) 6,475 - (57,191) 57,191 -
Profit for the year 3,076,362 (207,122} 2,869,240 3,245,511 209,774 - 3,455,285
Distributed dividends (3,375,000) - (3,375,000) (3,375,000) - (3,375,000)
Balance-End of the year 10,588,849 1,130,173 12,019,022 11,193,962 1,330,820 12,524,782

* Restricted as of December 31, 2019 in according with the directives of the

Jordan Securities Commission.

22. Non-Controlling Interest

1 This item represents the rights of Al Mamlakah Investment Group (Limited
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Jordan Fabric and Worsted Mills Private Shareholding Company (the
Subsidiary) as of December 31, 2019 and December 31, 2018.




23, Cost of Production
This item consists of the following:

Yarn used in production:
Yarn - beginning of the year
Yarn purchases
(Less): Yarn ~ End of the year
Cost of yarn used in production
Salaries and wages for Factory and Maintenance
Overtime wages
Health insurance and medical expenses
Company’s share in social security
Maintenance and spare parts
Factory vehicles expenses
Buiidings maintenance
Factory cleaning
Fees, permits, and taxes
Electricity
Supplies
Buildings and devices insurance premiums
Company’s contribution to workers™ buffet
Rents
Fuel and il
Transportation
Provision for spare parts and slow Moving Items
Provision for Prices on slow moving Goods
Workers' uniform and other expenses
Stationery and printings
Water and water inspection fees
Fabric inspection fees
End-of-service indemnity provision
Depreciation-Factory buildings
Depreciation-machinery, devices, and Factory furniture
and equipment
Depreciation-Factory vehicles
Other
Total
Work-in-process inventory — Beginning of the year
Work-in-process inventory — End of the year
Cost of production

24. Selling and Distribution Expenses
this item consists of the following:

Promotion, advertisement, designing, development,
and samples

Sales stamping stamps

Jordan universities’ fees on sales

Transportation Expenses
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2019 2018
D D

1,041,953 2,723,166
964,663 856,325
- (1,041,953)
2,006,616 2,537,538
655,790 582,760
23,611 17,390
65,943 67,951
49,805 54,314
79,697 77,076
19,493 18,685
9,335 12,305
17,354 12,300
102,045 80,817
92,138 95,533
12,255 21,460
15,802 17,900
7,814 8,577
- 7,620
158,013 146,031
10,327 10,355
95,000 50,000
75,000 -
523 1,702
129 1,388
24,901 24,504
15,000 15,063
8,879 20,621
1,757 4,425
6,173 6,464
6,703 6,703
95 301
3,560,198 3,899,783
370,230 482,118
(82,358) (370,230)
3,848,070 4,011,671

2019 2018

iD hl5)

- 11,101
49,671 57,343
8,257 9,549
- 1,980
57,928 79,973




25. General and Administrative Expenses
This item consists of the following:

Management employees’ salaries
Representation aillowance

Health insurance and management therapies
Company’s share in social security
Donations and subsidies *

Transportation

End of Service Indemnity Provision

Fees, permits, and taxes

Vehicles Expenses

Vehicles Depreciation

Depreciation - furniture, office equipment,
and computers

Depreciation- Office buildings

Professional Fees

Post, telephone, and import stamps

Stationery, printings, and maintenance for office

equipment
Hospitality

Overtime salaries for management employees

Other expenses
Rents
Promotion and advertisements

2019 2018

D 1D
619,528 592,832
125,000 125,000
15,985 12,282
14,970 14,266
72,932 89,618
108,482 106,100
71,199 62,610
50,858 42,759
20,698 19,955
19,278 25,807
3,304 3,268
805 805
29,105 30,105
17,441 20,096
13,937 24,678
10,012 11,386
2,053 2,080
8,481 8,481
8,000 8,000
6,991 6,455
1,219,059 1,206,580

* This item represents donations and subsidies paid according to the resolutions
of the Board of Directors to charities, governmental bodies, and not-for-profit

organizations.

26. Net profit {Losses) from Financial Assets at Fair Value through the Statement of

Income
This item consists of the following:

Dividends revenue

(Losses) from sale of financial assets at fair value

through statement of income

Gain(Losses) from revaluation of financial assets at

fair value through statement of income- Unrealized
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2019 2018
1D 1D
213,181 187,900

1,639 (1,897)

(207,122) 209,774

7,698 395,777




27. Other {(Expenses} - Net

2019 2018

D D
Parent’s and subsidiary’s Board of Directors’
remunerations {100,000) (100,000) :
Interest and bank fees expense {92,236) (87,213)
Interest income : 245,616 60,377
Other revenues ' 6,866 50,566

60,246 (76,270)

28. Income Tax
a. Income Tax Provision
The movement on the income tax provision is as follows:

For the year ended
December 31,

2019 2018
D JD
Balance - beginning of the year 227,991 282,337
Income tax paid for the year and past year (361,021) (359,346)
Income tax differences on past years 2,137 -
Provision for income taxes taken during the year 342,900 305,000
Balance - End of the Year . 212,007 227,991

The provision balance in the consolidated statement of income is as follows:

For the year ended
December 31

2019 2018
D D
Income tax differences on prior years (2,137) -
Income tax provision taken during the year (342,900) 305,000
(345,037) 305,000

b- Deferred Tax
The deferred tax benefits of the owner company resulting from the time
differences are not shown in the income taxes taken in the accounts of the
company, according to the requirements of International Accounting Standard
(12) the fact that the owner company engages in investment activity which is
exempt from income tax.

The deferred tax benefits arising from the differences are not shown in the
income taxes paid on the allowances taken in the accounts of the subsidiary, as

it Is not expected to benefit from them in the near future.

¢- Tax statys -
The income tax of the owner company has been settled until the end of the year
2018, and in the opinion of the Management and the tax advisor, the company
will not have any tax obligations as on December 31 2019 due to the lack of
taxable income,

the income tax of its subsidiary was settled until the end of the year, this An
allowance has been calculated and recorded for the income tax for the year
ended December 31 2019, and in the opinion of the Management and tax
advisor, it will not have any obligations to the company that exceed the
allocations taken as of December 31 2019.
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29, National Contribution Tax

This Item Represent 1% of the Taxable income as a “National Contribution”
,and that is according to the income Tax Law No. {(34) 2014 and its

Amendments which is Affective since the Beginning of 2019

30. Earninags per Share for the Year Attributable to Shareholders
This itern consists of the following:

2019 2018
D 1D
Profit for the year attributable to shareholders 2,869,240 3,455,285
Number of shares 15,000,000 15,000,000
Earnings per share for the year -/19 -/23

31. Risk Management
a, Capital Risk Management

The Company manages its capital to ensure its ability to continue as a going
concern and to maximize the return to stakeholders through achieving an
optimal balance between equity and debts. The Company’s policy has not

changed during the year.

b. Market Risks

Market risks are risks are the risks of losses in value resulting from market
price changes such as interest rates, foreign exchange rates, equity
instruments, and subsequently changes in the present value of financial

instruments off-and on- the consolidated financial position.

1. Exchange Rate Risks

Exchange rate risk is related to changes in the value of financlal instrument

due to changes in foreign exchange prices.

The main operations for the Company is in Jordanian dinar and the risk is from
the changes in the currency exchange price which require the company to pay in
foreign currency and since the Jordanian dinar (the Company's functional
currency) is pegged to the US Dollar. The management assume that the risk

from foreign currency exchange is immaterial.

2. Share Price Fluctuation Risk

- Share price fluctuation risk represents the decline in fair value due to

changes in price indexes and individual share prices.

- The following table iliustrates the effect of a 5% Iincrease (decrease) in the
index of Amman Stock Exchange, in which the shares are traded as of the

consolidated financial statements date

Effect on Equity Effect on Net Income

2019 Change in Index  Profit \ (Loss) Profit \ (Loss)

JD o
Financial Markets 5% Increase 135,660 1,770,109
Financial Markets 5% Decrease (135,600) (1,770,109)

3, Interest Rate Risks

Interest rate risk represents the risks resulting from changes in the financial
instrument as a result of the change in average interest rates prevailing in
the market. Moreover, the Company and its subsidiaries continually
manage their exposure to interest risk, and alt varied considerations such as
financing and renewal of the current positions are revalued continually.
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The sensitivity analysis below is determined according to the exposure to interest
rates related to bank deposits and due to banks as of the date of the consolidated
statement of financial position. Furthermore, the analysis was prepared on the
assumption that the outstanding amount as of the date of the consolidated
statement of financial position was outstanding during the whole year. An Increase
or decrease of 0/5%, which represents the Company’s and its subsidiary s
management's assessment of the likely and acceptable change in interest rates, is
used.

+ 5% -(5)%
2019 2018 2019 2018
D D D JD
(Loss) Profit for the year (24,212) (13,597) 24,212 13,597
Consolidated owners’ equity (24,212) (13,597) 24,212 13,597

4. tiquidity Risks

Liquidity risk, also known as financing risk, is the inability of the Company
and its subsidiary to provide the funding necessary to settle its obligations
on the due dates. The Company manages liquidity risks by keeping reserves,
continuously controlling cash flows, and matching the maturities of financial
assets and liabilities. Part of cash is invested in cash balances at banks and
financial assets at fair value through the statement of income and, thus, is
available to meet short-term and mid-term obligations and liquidity
management requirements.

The Following Table describes the Maturities of the Financial Liabilities of the

Company:
December 31
2019 2018
Less than one year  Less than one year
D 10
Due to banks 522,481 570,966
Short-term loans 416,141 640,498
Payables and other credit balances 625,715 456,561
Income tax provision 212,007 227,991
1,776,344 1,896,016

d. - Credit Risks
Credit risk is the risk of failure of the other party to fulfil its contractual obligations,
causing losses to the Company and its subsidiary. Moreover, the Company and its
subsidiary follows the policy of dealing with only creditworthy parties, so as to
reduce the risk of financial losses resulting from failure to meet commitments,

The Company’ s and its Subsidiary’ s financial assets consist mainly of Military
and security agencies receivables. Moreover, the financial assets and cash and
cash equivalents do not represent high concentration of credit risks, as the
Military is comprised of more than one party.
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32. Contingent Liabilities

As of the date of the consolidated statement of financiai position, the Company

was contingently liable as follows:

_December 31,

2019 2018
D D
Letters of guarantees 650,000 650,000

33. Balances of and Transactions with_Related Partles

“ The details of the balances and transactions with related parties (Companies and
Corporations represented by the Board of Directors) as of the end of the year are as

follows:

On-Consolidated Statement of Financial Position Items:

Time deposit at Jordan Ahli Bank - Member of the Board of Directors
Military receivables - Member of the Board of Directors

Bank(creditor)-Arab Bank-member of the Board of Directors
Bank(creditor)-Jordan Ahli Bank-member of the Board of Directors
Bank(creditor)-Jordan Ahli Bank-member of the Board of Directors
Current accounts-Arab Bank-member of the Board of Directors
Current accounts-Jordan Ahli Bank-member of the Board of Directors

Current accounts-Euro-Jordan Ahli Bank-member of the Board of
Directors

Off- Consolidated Statement of Financial Position Items:

Letters of Guarantea ~ Arab Bank- member of the Board of Directors
Letters of Guarantee — Jordan Ahli Bank- member of the Board of
Directors

Consolidated Statement of Income Items;

Military sales-Board of Directors
Donations*

Debit interest and commissions
Credit interest

December 31

2019 2018
D 1D

5,781,183 3,930,869
2,054,615 2,607,280
- (89)
(502,583)  (497,684)
(19,898) (73,193)
507 287
80,541 245,205
- 131
150,000 150,000
500,000 500,000

For the Year Ended
December 31,

2019 2018
D D
6,630,386 6,022,828
300,000 .
92,236 87,213
245,616 60,377

In accordance with the approval of the company’s board of directors on March 27
2019, a discount of 300,000 dinars was granted to the"Al Zay” company for Finished
Goods Manufacturing, due to the purchase of very large quantities of fabrics and large
amounts of money over the past long years as they were reduced from total sales for

the current year.

There are credit facilities other than Exploiter granted to the subsidiary in the current
manner owed a ceiling of five hundred thousand dinars from the Arab Bank.
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34. Segmental and Geographical Analysis

sk

On August 10 2017, the Company received a letter from the Defense Purchasing
Director/General Headquarters of the Jordanian Armed Forces-Arab Army No. M SH
7/12/2010, Worsted/10038, dated August 8 2018, informing the Company that
agreement No. M SH 7/12/2010/ Worsted/22, which relates to purchasing military
fabric from the subsidiary company (Jordan Fabric and Worsted Milis Private
Shareholding Company) will not be extended after the year 2020. The Company
currently trying to find alternative plans to replace the sale that were made to the

military authorities to support the company’s continuation beyond the year 2020.

The Jordan Armed Forces and Security Department mentioned above are considered
the main consumer of the subsidiary’ s products according to the terms of the signed
agreements between the two parties, and the purchase of their yarn is agreed upon in

the purchase contracts.

Salaries, bonuses, and other benefits for the Board of Directors and executive

2018).

. management amounted to JD 827,378 for the year 201% (JD 815,338 for the year

The following is information about the Company's business sector according to activities:

Sales

Cost of sales

Company’s business sector results

Selling and distribution expenses
General and administrative expenses

Financial assets income - net

(Expenses) Other income - net
Net profit for the year before income tax

Income tax expenses
Nationa! Contribution Tax Expense

Profit for the vear

Total

For the vear ended
December 31,

Manufacturing Investing * 2019 2018

k] D D n
6,331,274 - 6,331,274 6,027,577
(4,b34,300) - (4,034,300) (3,297,287)
2,296,974 - 2,296,874 2,730,290
{57,928) - (57,928) (79,773)
(881,490) (337,570} (1,219,059) (1,206,580)
- 2,528,556 2,528,556 2,825,992
204,978 {144,731) 60,246 {76,270)
1,562,534 2,046,255 3,608,789 4,193,459
(345,037) - (345,037) {305,000)
(22,855) - {22,855) -
1,194,642 2,046,255 3,240,897 3,888,459

Net after excluding the Company's share of the Subsidiary’s distributed profits during
the year 2019 of JD 2 million from this sector.

Other Information

Manufacturing

Investing

December 31

2019

2018

Sector Assets
Sector Liabilities

D

D

D

1D

23,663,509 43,063,821 66,727,330 70,907,837

1,633,164

1,362,984 2,996,148

3,086,575

All the assets and operations of the Company and its Subsidiary are within the

Hashemite Kingdom of Jordan.
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35.

Application of the new and revised International Financial Reporting Standards {IFRS
Amendments with no material effect on the Consolidation Financial Statements of the

Company:

The following new and revised IFRSs have been adopted and are effective for financial
penods beginning on or after January 1, 2019 or thereafter in the preparation of the
Group's consolidated financial statements that did not materially affect the amounts and
disclosures in the consolidated financial statements for the year and prior years, which
may have an impact on the accounting treatment of future transactions and

arrangements:

New and Revised IFRS Standards

Amendments to New and Revised IFRS Standards

Annual Improvements to IFRS
Standards 2015-2017 Cycle

IFRIC 23 Uncertainty over Income

Tax Treatments

The Group has adopted the amendments included in the
Annual Improvements to IFRS (3) Business
Comblnations, IFRS (11) Joint Arrangements, JAS (12)
Income Taxes and IAS (23) Borrowing Costs :

IAS 12 Income Taxes

The amendments clarify that the Group should
recognise the Income tax consequences of dividends in
profit or loss, other comprehensive income or equity
according to where the Group originally recognised the
transactions that generated the distributable profits.
This is the case lrrespective of whether different tax
rates apply to distributed and undistributed profits.

IAS 23 Borrowing Costs

The amendments clarify that if any specific borrowing
remains outstanding after the related asset Is ready for
its intended use or sale, that borrowing becomes part of
the funds that an entity borrows generally when
calculating the capitalisation rate on general
borrowings,

IFRS 3 Business Combinations

The amendments clarify that when the Group obtains
control of a business that is a joint operation, the Group
applies the requirements for a business combination
achleved In stages, including remeasuring Its previously
held interest (PHI) in the joint operation at fair value.
The PHI to be remeasured includes any unrecognised
assets, liabilities and goodwill relating to the joint
operation.

IFRS 11 Joint Arrangements
The amendments clarify that when a party that
participates in, but does not have joint control of, a
joint operation that is a business obtains joint contro! of
such a joint operation, the Group does not remeasure
its PHI in the joint operation.

- The interpretation clarifies the determination of
taxable profit, tax loss, tax bases, unused tax
losses, unused tax benefits, and tax rates when
there is uncertainty about the treatment of income
tax under IAS {12) and it specifically addresses.

- Whether tax treatment should be considered in

~ aggregate;

- assumptions related to the examining procedures
for tax authorities

- determining taxable profit, tax loss, tax basls,

unused tax losses, unused tax exemptions, and tax

rates.

the effect of changes in facts and circumstances
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New and Revised IFRS Standards

Amendments to New and Revised IFRS Standards

Amendments to IFRS (9) : Financial
instruments

Amendments to IAS (28) Investment
in Associates and Joint Ventures

Amendments to IAS (19) Employee
Benefits Plan Amendment,
Curtallment or Settlement

IFRS (16) Leases :

These amendments relate to the advantages of
prepayment with negative compensation, as the current
requirements of IFRS (9) have been modified in relation
to termination rights to allow measurement of the
amortized cost (or based on the business model, at fair
value through other comprehensive income} even in
case of negative compensation payments

These amendments related to long-term shares in
associate facilities and joint ventures . and clarify that
the facility applies the IFRS (9) Financial instruments
for long-term shares in an assoclate facility or joint
venture that form part of the net investment in the
associate facility or joint Venture in case the Equity
method has not been applied in this regard.

The amendments Pertain to the Amendments on the
{Plans or curtallment or settiement)

The company has imptemented IFRS (16) “leases” that
have replaced existing guidance on lease contracts,
including IAS(17) “leases” and IFRIC (4) “determine
whether an arrangement Is Involves a lease contract
and the interpretation of the previous Interpretation
Committee (15) operating lease contracts. Incentives
"and the previous interpretation of the Interpretations
Committee (27)" Evaluating the substance of
transactions that take the legal form of the lease".

The International Financial Reporting Standard No. (16)
was issued In January 2016 and is effective for financial
periods beginning on or after January 1 2019 The IFRS
(16) states that all lease contracts, rights, and
assoclated contractual obligations must be generally
recognized in the financial position of the company,
unless the peried is 12 months or less or a lease
contract for low-value assets and therefore, the
reguired classification Under International Accounting
Standard {17) “leases” in operating or financing leases
are canceled for lessees. For each [ease Contract, the
lessee recognizes a liability in exchange for the future
Lease liabilities. In contrast, the right to use the leased
asset is capitalized, which is generally equivalent to the
present value of future lease payments plus the costs

directly attributable that are amortized over the useful

life.

The company has chosen to use the simplified and
permitted approach under the IFRS (16) when applying
IFRS (16) for the first time on individual operating
leases (for each lease separately), the right to use the
leased assets has been measured generally by an
amount of Lease liability to use the inferest rate when
apptying for the first time

The assets of the right to use have been measured at
an amount equal to the lease Liability, after having
been modified with any prepaid or accrued Lease
payments related to a lease contract recognized in the
statement of financial position as on December 31 2019
and no adjustments were Recorded to the retained
earnings as of January 1 have been produced by this
method. There were no low lease contracts that
required an amendment to the right to use assets on
the date of their initial application

The recognized right to use assets relate to December
31 2019,
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b. New and revised IFRS in issue but not vet effective;
At the date of authorization of these consolidation financial statements, the Group has not applied the
following new and revised IFRS Standards that have been issued but are not yet effective:

New and revised IFRSs
Definition of Material -

Amendments to IAS 1 Presentation
of Consolidation Financial
Statements and IAS 8 Accounting
Policies, Changes in Accounting

Amendments to new and revised IFRS
The new definition states that, ‘Information is material If
omitting, misstating or obscuring it could reasonably be expected
to influence decisions that the primary users of general purpose
consolidation financial statements make on the basis of those
consolidation financial statements, which provide financial

Estimates and Errors

{Effective from January 1,
2020)

Amendment to IFRS 3 “Business
Combinations”

(Effective form on January 1,
2020).

Amendments to References to
the Conceptual Framework in
IFRS Standards

(Effective. from January 1,
2020)

IFRS 17 Insurance Confracts

{Effective from Januvary 1,
2022)

Amendments to IFRS 10
Consolidated Financial Statements
and IAS 28 Investments in
Associates and Joint Ventures
(2011)

deferred
is still

(Effective date
indefinitely Adoption
permitted) .

information about a specific reporting entity.’

These amendments clarify the definition of business as the
International Accounting Standards Board published the
Conceptual Financial Reporting Framework. This includes
-revised definitions of assets and Habilities as well as new
guidance on measurement, derecognition, presentation and
disclosure.

In addition to the amended conceptual framework, the IASE
issued amendments to the guidelines on the conceptual
framework in the IFRS Standards, which contain
amendments to IFRS 2, 3, 6 and 14 and IAS 1, 8, 34, 37
and 38) and IFRIC 12, 19, Interpretations 20 and 22 and
Interpretations of the Standing Committee for the
Interpretation of Standards No. 32 in order to update those
statements with regard to references and quotations from
the framework or to refer to a reference to Different from
the conceptual framework.

Amendments to References to the Conceptual Framework In
IFRS Standards related IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1,
1AS 8, 1IAS 34, 1IAS 37, IAS 38, IFRIC 12, IFRIC 19, IFRIC 20,
IFRIC 22, and SIC-32 to update those pronouncements with
regard to references to and quotes from the frarnework or to
indicate where they refer to a different version of the
Conceptual Framework.

It provides a mare uniform measurement and presentation
approach for all insurance contracts. These requirements are
designed to achieve the goal of a consistent, principie-based
accounting for insurance contracts. IFRS 17 supersedes IFRS 4
Insurance Contracts .

IFRS 17 requires insurance liabilities to be measured at a
current fuifilment value

Relating to the treatment of the sale or contribution of assets
from and investor to its asscciate or joint venture.

Management anticipates that these new standards, interpretations and amendments will be adopted
in the Group’s consolidated financial statements as and when they are applicable and adoption of
these new standards, interpretations and amendments may have no material impact on the
consolidated financial statements of the Group in the period of initial application.

36, _lLawsuits

There are no lawsuits against the Company as of December 31, 2019. In the
opinion of the Company's management, there is no need to book any provisions.
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