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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Jordan Wood Industries Public Shareholding Company
Amman Jordan

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Jordan Wood Industries Public
Shareholding Company (the “Company”) and its Subsidiaries (together the “Group”}, which
comprise the consoclidated statement of financial position as at 31 December 2019, and the
consolidated statement of comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and notes o the
consolidated financial statements, including a summary of significant accounting policies.

in our opinion, the accompanying consolidated financial statements present fairly, in ali material
respects, the financial position of the Group as at 31 December 2019, and its financial
performance and its cash flows for the year then ended in accordance with Intermnational
Financial Reporting Standards {IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing {ISAs). Our
responsibilities under those standards, are further described in the Auditor's Responsibilities for
the Audit of the Consoclidated Financial Statements section of our report. We are independent
of the Company in accordance with the International Code of Ethics for Professicnal
Accountants (including International Independence Standards) (IESBA Code) together with the
ethical requirements that are relevant to our audit of the financial statements in Jordan, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the
IESBA Code. We belisve that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

Without qualifying our opinion, we draw attention to note (30) to the consolidated financial
statements, the Group's accumulated losses of JD 4,521,267 exceeded 75% of the Company's
paid in capital. According to article No. 266 of the Jordanian Company’s Law No. 22 for the year
1997 and its amendments, if the accumulated losses of the public shareholding company
exceeds 75% of its capital, the company shall be liquidated unless the general assembly of the
company decides in its extraordinary meeting to increase the paid up capital of the company to
cover the accumulated losses. Furthermore, the Group’s current liabilities as at 31 December
2019 exceed its current assets by JD 2,666,075. These conditions indicate the existence of a
material uncertainty, which may cast significant doubt about the Group’s ability to continue as a
going concern. The Group's ability to continue as a going concern depends on its ability to
generate operating profits in addition to supplying sufficient funds in order to meet its
obligations as they fall due. No such meeting was held up to the date of these consolidated
financial statements.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. 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. For each matter below, our description of how our audit addressed the matter provided
in that context in addition to the matter described in the Material Uncertainty Related to Going
Concern paragraph.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures performed to address the matters
below, provide the basis for our audit opinicn on the accompanying consolidated financial
statements.

Key audit matter 1: Existence and valuation of inventories
Refer to the note (6) to the consolidated financial statements

Key audit matter

At 31 December 2019, total inventories balance
was JD 2,326,254 representing 23.8% of total
assets of the Group. These inventories comprise
mainly of raw materials and finished goods
located in the Group’'s warehouses and
showrooms, The assessment of revaluation of
inventories to net realizable value is mainly
based on management estimates.

How the key audit matter was addressed in
the audit

The audit procedures included observation of the
stock counts held at the Group's warehouses.

Also, we selected a sample of inventories before
and after the year end of 31 December 2019 to
assess whether the selected items were
recognized in the correct period.

In addition, we tested the basis for inventory
obsolescence in line with management
estimates. In doing so, we tested the ageing
profile of inventory, the process for identifying
specific problems in inventory and historical loss
rates.
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Key audit matter 2: Adequacy of Expected Credit Losses of trade receivables

Refer to the note (7) to the consolidated financial statements

Key audit matter

At 31 December 2019, net trade receivables
balance amounted to JD 1,444,944 representing
14.8% of total assets of the Group.

The determination as to whether trade
receivables are collectable, through
implementing the simplified approach of the
Expected Credit Loss {ECL) model, involves
management judgement.

Management used the historical data for the past
four years on the basis of current conditions and
its forecasts of future conditions by taking into
account specific factors such as the age of the
receivable, historical payment patterns and other
available macroeconomic factors which would
determine the creditworthiness of customers.

How the key audit matter was addressed in
the audit

The audit procedures included the following:

- Obtaining from management the calculation
of ECL as at year end.

- Reviewing and confirming the
reasonableness of the ECL calculation
prepared by management.

- Recalculation of the ECL for the expected
lifetime losses of receivables.

Other information included in the Company’s 2019 annual report.

Other information consists of the information included in the Group’s 2019 Annual Report other
than the consolidated financial statements and our auditor's report thereon. Management is
responsible for the other information. The Group's 2019 Annual Report is expected to be made

available to us after the date of this auditor's report.

Our opinion on the consoclidated financial statements does not cover the other information and
we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated.
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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 IFRSs, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the 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
S0.

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 level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exist.
Misstatements can arise from fraud or error and are considered material if, individually or in 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 ISAs, we exercise professional judgment 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 perferm audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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« Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the 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 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 concemn.

« 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 appropriate audit evidence regarding the 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 group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

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

Report on Other Legal and Regulatory Requirements

The Group maintains proper books of accounts and the accompanying consolidated financial
statements are in agreement therewith.

The partner in charge of the audit resulting in this auditor's report was Bishr Ibrahim Baker;
license
number 592.

Amman - Jordan éﬂlﬂd + M

30 April 2020



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 31 DECEMBER 2019

ASSETS

Non-Current Assets -
Property and equipment
Project in progress
Right of use assets
Intangible assets
Checks under collection
Deferred tax assets

Current Assets -

Inventories

Accounts receivable and other current assels
Checks under collection

Cash on hand and at banks

Assets held for sale

Total Assets

EQUITY AND LIABILITIES

Shareholders’ Equity -
Paid in capital

Statutory reserve
Voluntary reserve
Accumulated losses

Net Equity

Liabilities -
Non-Current Liabilities -

Long term lease liabilities
Long term loan

Current Liabilities -

Due to banks

Short term lease liabilities

Notes payable

Accounts payable

Advanced payments from customers
Provisions and other current liabilities

Total Liabilities
Total Equity and Liabilities

Notes 2019 2018
JD JD

3 2,416,936 5,248,730
4 - 25,952

2 1,234,430 s
5 97,421 49 548
8 - 15,845
17 404,045 390,726
4,152,832 5,730,801
6 2,326,254 2,244 257
7 1,444,944 1,364,264
8 143,617 273,536
9 83,265 178,990
3,988,080 4,061,047

10 1,610,522 -
5,608,602 4,061,047
9,761,434 9,791,848

11

5,000,000 5,000,000
- 1,135,018
- 226,947
(4,521,267) (2,366,253)
478,733 3,995,712

2 1,118,546 -

15 1,500,000 -

2,618,546 -
12 1,985,363 2,002,968

2 168,250 -
13 63,000 200,559
14 1,722,513 1,375,209
2,053,383 1,257,317
16 671,646 960,083
6,664,155 5,796,136
9,282,701 5,796,136
9,761,434 9,791,848

The attached notes 1 to 34 form part of these consolidated financial statements



JORDAN WoOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

Net sales
Cost of sales

Gross profit

Selling and distribution expenses

General and administrative expenses

Provision for expecled credit losses

Provision for end of service indemnity

Released from provision for employees’ vacations
Recovery from lawsuits and obligations provision
Finance costs

Impairment of assets held for sale

Other (expenses) income, net

Loss for the year before tax
Income tax benefits
Loss for the year

Add: other comprehensive income items

Total comprehensive income for the year

Basic and diluted earnings per share attributable
to equity holders

Notes 2019 2018
JD JD
20 5,603,938 5,933,849
21 (5,080,463) (5,425,014)
523,475 508,835
22 (1,866,415) (1,868,793)
23 (787,392) (798,994)
7 - (83,885)
16 {8,946) (21,026)
16 11,853 26,203
16 90,083 23,921
24 (400,732) (94,644)
10 (445,382) -
25 (646,842) 4,441
(3,530,298) (2,303,942)
17 13,319 47,988
(3,516,979) (2,255,954)
{(3,516,979) (2,255,954)
JOD/Fils JD/Fils
26 (0/703) (0/451)

The attached notes 1 to 34 form part of these consolidated financial statements
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JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018
JD JD

OPERATING ACTIMITIES
Loss for the year before tax (3,530,298) {2,303,942)
Adjustments:
Daepreciation and amortization 687,729 855,306
Deprecialion of right of use assets 100,663 -
Impairment of assets held for sale 445,382 -
Provision for expected credit losses - 83,885
Finance costs 400,732 94,644
Provision for end of service indemnity 8,946 21,026
Released from employees’ vacation provision {11,853) {26,203)
Recovery from lawsuits and obligations provision {90,083) (23,921)
Loss (Gain) on disposal of property and equipment 653,685 {2,013}
Working capital adjustments:
Checks under collection 145,764 (33,470)
Accounts receivable and other current assets {80,680) 111,935
Due from related parties - 6,206
Inventories (81,997) 379,785
Advanced payments from customers 796,066 {508,879)
Accounts payable and notes payable 209,745 220,329
Provisions and other current liabilities (37,897) 301,341
End of service indemnity paid (76,650) -
Lawsuits and obligations paid (80,480) {13,299)
Net cash flows used in operating activities (541,226) (837,270)
INVESTING ACTIVITIES
Purchase of property and equipment {590,307} {169,867)
Purchase of intangible assets - (5,052)
Project in progress (39,388) (25,952)
Proceeds from sale of property and equipment 42,250 35,013
Establishment expenses of a subsidiary - (32,299)
Net cash flows used in investing activities (587,445) {198,157)
FINANCING ACTIVITIES
Loan proceeds 1,500,000 -
Lease payments (149,125) -
Dividends paid (420) 5
Finance costs paid (299,904) (94,644)
Net cash flows from (used in} financing activities 1,050,551 {94,644)
Net decrease in cash and cash equivalents {78,120) {1,130,071)
Cash and cash equivalents at the beginning of the year {1,823,978) (693,907)
Cash and cash equivalents at end of the year 9 {1,902,098) {1,823,978)

The attached notes 1 to 34 form part of these consolidated financial statements



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

1 GENERAL

Jordan Wood Industries Company (the “Company“) was established as a public shareholding
company in accordance with the Jordanian Companies’ Law under registration no. 176 on 15
November 1982 with paid in capital of JD 1,500,000. The Company's paid in capital was increased
over the years to reach JD 5,000,000 at a par value of JD 1 per share.

The address of the Company is Amman, Mugabalain, Telephone 06/4201171, P.O Box 5272, Amman
11183 — Hashemite Kingdom of Jordan.

The Company’s main objectives are:

- Manufacturing of wooden kitchens (ready to use kitchens).

- Manufacturing of wooden office furniture.

- Manufacturing of wooden doors and windows — carpentry.

- Investing in other companies and to help them achieve their goals.

- Establishing, managing and acquiring movable and immovable assets as well as establishing the
necessary facilities to achieve Company's objectives.

The Group has established a wholly owned subsidiary (JWICO Investment Limited Liability Company)
in the Kingdom of Bahrain on 28 July 2008 with paid in capital of Babrain Dinar 50,000. On 6 August
2008, JWICO Investment Company invested 30% of Depa Jordan Company for Investment capital
with a total amount of Bahrain Dinar 75,000.

The Company has also established a subsidiary (JWICO Fumiture Trading Limited Liability
Company) in the United Arab Emirates on 27 September 2018 with paid in capital of AED 150,000.

The consolidated financial statements authorized for issuance by the Board of Directors on 239 April
2020.

2-1) BASIS OF PREPARATION
The consoclidated financial statements have been prepared on a historical cost basis.

The consolidated financial statements have been prepared in accordance with the International
Financial Reporting Standards (“IFRS").

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



JORDAN WoOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

(2-2) BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of Jordan Wood Industries
Company (the “Company”) and its subsidiaries (together refered to as the “Group’) as at 31
December 2019:

Ownership percentage
The main Counfryof 31 December 31 December
Company Name activity Capital Currency incorporation 2019 2018
Trading stocks
JWICO Investment Company and bonds 50,000 Babhraini Dinar Bahrain 100% 100%
Importing and
JWICO Furniture Trading LLC*  selling fumniture 150,000 AED UAE 49% 49%

*  The financial statements of JWICO Fumiture Trading LLC have been consolidated within the
Group’s consclidated financial statements as the Group has control over the subsidiary as defined
by IFRS 10.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary. Control is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its control over the investee.

Specifically, the Group controls an investee if and only if the Group has:

¢ Power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investese)

e Exposure, or rights, to variable returns from its involvement with the investee, and

e The ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

* The contractual arangement with the other vote holders of the investee
¢ Rights arising from other contractual arrangements
¢ The Group's voting rights and potential voting rights

The Group re-assesses 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. Consolidation of a subsidiary
begins when the Group obtains control over the subsidiary and ceases when the Group loses control
of the subsidiary. Income and expenses of a subsidiary acquired or disposed of during the year are
included in the statement of income from the date the Group gains control until the date the Group
ceases to control the subsidiary.



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Profit or loss and each component of other comprehensive income (OC1) are attributed to the equity
holders of the parent of the Group and to the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with the Group's accounting
policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full on consolidation.

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

- Derecognizes the assets (including goodwill) and liabilities of the subsidiary.

- Derecognizes the carrying amount of any non- controlling interests.

- Derecognizes the cumulative translation differences, recorded in equity.

- Recognizes the fair value of the consideration received.

- Recognizes the fair value of any investment retained.

- Recognizes the gain or loss resulted from loss of control.

- Reclassifies the parent's share of components previously recognised in OCI to profit or loss or
retained earnings, as appropriate, as would be required if the Group had directly disposed of the
related assets or liabilities.

{2-3) CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the consolidated financial statements for the year
ended 31 December 2019 are consistent with those used in the preparation of the consolidated
financial statements for the year ended 31 December 2018 except that the Group has applied the
following amandments starting 1 January 2019:

IFRS 16 Leases

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

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

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



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 20119

The effect of adoption IFRS 16 is as follows:

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

2019
JD
Non-current assets -
Right of use assels 1,029,971
Non-current liabilities
Lease liabilities (1,029,971)
Total equity -

a) Nature of the effect of adoption of IFRS 16

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

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

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



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES To THE CONSQLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

+ Leases previously accounted for as operating leases

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

The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments as of
31 December 2018 as follows:

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

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

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

Right of use Lease
assets liabilities
JD JD
At 1 January 2019 1,029,971 1,029,971
Additions 305,122 305,122
Amortization (100,663) -
Interest expense - 100,828
Payments - (149,125)
At 31 December 2019 1,234,430 1,286,796




JoRDAN W0OD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NoTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

* Lease liabilities details as at 31 December 2019 are as follows:

Short term Long term Total
JD JD JD
168,250 1,118,546 1,286,796

The Group recognised rent expense from short-term leases of JD 454,482 and leases of low-value
assets of JD 10,844 for the year ended 31 December 2019,

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

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

These amendments do not have an impact on the Group's consolidated financial statements.

Amendments to IFRS 9: Prepayment Features with Negative Compensation

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

These amendments do not have an impact on the Group's consolidated financial statements.

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

The amendments address the conflict between [FRS 10 and IAS 28 in dealing with the loss of control
of a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that
the gain or loss resulting from the sale or contribution of assets that constitute a business, as defined
in IFRS 3, between an investor and its associate or joint venture, is recognised in full. Any gain or
loss resulting from the sale or contribution of assets that do not constitute a business, however, is
recognised only to the extent of unrelated investors' interests in the associate or joint venture. The
IASB has deferred the effective date of these amendments indefinitely, but an entity that early adopts
the amendments must apply them prospectively.

These amendments do not have any impact on the Group's consolidated financial statements.

-B-



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Amendments to IAS 19: Plan Amendment, Curtailment or Settiement

The amendments to IAS 19 address the accounting when a plan amendment, curtailment or
settlement occurs during a reporting period. The amendments also clarify that an entity first
determines any past service cost, or a gain or loss on settlement, without considering the effect of the
asset ceiling. This amount is recognised in profit or loss,

An entity then determines the effect of the asset ceiling after the plan amendment, curtailment or
settlement. Any change in that effect, excluding amounts included in the net interest, is recognised in
other comprehensive income.

The amendments apply to plan amendments, curtailments, or settlements occurring on or after the
beginning of the first annual reporting period that begins on or after 1 January 2019, with early
application permitted. These amendments will apply only to any future plan amendments,
curtailments, or settlements of the Group.

The amendments had no impact on the Group's consolidated financial statements as it did not have
any plan amendments, curtailments, or settlements during the year.

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

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

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

These amendments do not have an impact on the Group's consolidated financial statements.

(2-4) USE OF ESTIMATES

The preparation of the consolidated financial statements requires management to make estimates
and assumptions that affect the reported amounts of financial assets and liabilities and disclosure of
contingent liabilities. These estimates and assumptions also affect the revenues and expenses and
the resultant provisions as well as fair value changes reported in equity. In particular, considerable
judgment by management is required in the estimation of the amount and timing of future cash flows
when determining the level of provisions required. Such estimates are necessarly based on
assumptions about several factors involving varying degrees of judgment and uncertainty and actual
results may differ resulting in future changes in such provisions.

-7-



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NoTeS TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

(2-5) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property and Equipment
Property and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses, if any.

Property and equipment (except for land) is depreciated when it is ready for use. Depreciation is
computed on a straight-line basis using the following annual depreciation rates:

%

Buildings 4-20
Building improvements 10
Machinery and equipment 10-20
Fumiture and fixtures 9-15
Vehicles 15
Computers 20
Tools and devices 20

The carrying values of property and equipment are reviewed for impairment when events or changes
in circumnstances indicate the carrying values may not be recoverable. If any such indication exists
and where the carrying values exceed the estimated recoverable amounts, the assets are written
down to their recoverable amount.

Expenditure incurred to replace a component of an item of property and equipment that is accounted
for separately is capitalized and the carrying amount of the component that is replaced is written off.
Other subsequent expenditure is capitalized only when it increases future economic benefits of
related items of property and equipment. All other expenditures are recognized as expenses in the
consolidated statement of comprehensive income,

Intangible Assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and any
accumulated impairment losses, if any.

The useful lives of these intangible assets are assessed as either finite or infinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life is
reviewed at least at the end of each reporting period. Changes in the expected useful life or the
expected pattern of consumption of future economic benefits embodied in the asset is accounted for
by changing the amortisation period or method, as appropriate, and are treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in
the consolidated statement of comprehensive income consistent with the function of the intangible
assets. Intangible assets with finite lives are amortised over their economic life which is 5 years.

8-



JORDAN WOOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Projects in progress
Projects in progress are stated at cost and include the cost of developing computer software and it is
not depreciated /amortized until it is available for use.

Investment in an Associate

An associate is an entity in which the Group has significant influence to participate in the financial and
operating policy decision of the investee, the Group's investments in its associate are accounted for
using the equity method. The investment in the associate is carried in the consolidated statement of
financial position at cost plus post acquisition changes in the Group's share of net assets of the
associate. Goodwill relating to the associate is included in the carrying amount of the investment and
is not amortized. The consolidated statement of comprehensive income reflects the share of the
results of operations of the associate. Where there has been a change recognized directly in the
equity of the associate, the Group recognizes its share of any changes and discloses this, when
applicable, in the consolidated statement of changes in equity. Profits and losses resuiting from
transactions between the Group and the associate are eliminated to the extent of the interest in the
associate.

Cash and Cash Equivalents

For the purpose of the preparation of consolidated statement of cash flows, cash and cash
equivalents consists of cash on hand, and at banks with an original maturity of three months or less,
net of outstanding bank overdrafts.

Accounts Receivable

Accounts receivable are stated at original invoice amount less any provision for any uncollectible
amounts or expected credit loss. The Group applies a simplified approach in calculating ECLs. The
Company has established a provision matrix that is based on the Company's historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic
environment.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Accounts Payable and Accruals
Liabilities are recognized for amounts to be paid in the future for services or goods received whether
billed by the supplier or not.

Foreign Currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.
Financial assets and liabilities denominated in foreign currencies are retranslated at the rates of
exchange ruling at the consolidated statement of financial position date. All differences are recorded
in the consolidated statement of comprehensive income.



JORDAN Wo0D INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Income Tax
Income tax expenses represent current income taxes and deferred taxes.

The accrued income tax expenses is calculated based on taxable income. The taxable income differs
from the accounting income reported in the statement of comprehensive income, because the
accounting income contains expenditures and revenues that are not tax deductible in the current year
but are deductible in future years, or deductible accumulated losses or any other deductible items for
tax purposes.

Accrued income tax is calculated in accordance with the Income Tax Law in Hashemite Kingdom of
Jordan, and in accordance with IAS (12).

Deferred tax is provided on temporary differences at the statement of financial position date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period when the asset is realized or the liability is settled, based on laws that have been enacted or
substantially enacted at the reporting date.

The carrying values of deferred income tax assets are reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred income tax asset to be utilized.

Inventories
Inventories are valued at the lower of cost or net realizable value.

Costs are calculated as follow:
Raw materials and spare parts: purchase cost using the moving-weighted average basis.

Finished goods and work in progress: cost of direct materials and labor and other manufacturing
overhead costs.

Net realizable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

The Group applies a single recognition and measurement approach for all leases, except for short-

term leases and leases of low-value assets. The Group recognizes lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

-10-
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Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities.

The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the commencement date less any lease incentives
received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the end
of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease term. Right-of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees. The [ease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if
the lease term reflects the Group exercising the option to terminate.

The variable lease payments that do not depend on an index or a rate are recognised as expense in
the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at
the lease commencement date if the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in the lease term, a change in the in-substance
fixed lease payments or a change in the assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to some of its short-term leases (i.e.,
those leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option). It also applies the lease of low-value assets recognition exemption to
leases thal are considered of low value. Lease payments on short-term leases and leases of low-
value assets are recognised as expense on a straight-line basis over the lease term.

-11-
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Significant judgement in determining the lease term of contracts with renewal options

The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.

The Group has the option, under some of its leases {o lease the assets for additional terms. The
Group applies judgement in evaluating whether it is reasonably certain to exercise the option to
renew.

That is, it considers all relevant factors that create an economic incentive for it to exercise the
renewal. Afler the commencement date, the Group reassesses the lease term if there is a significant
event or change in circumstances that is within its control and affects its ability to exercise (or not to
exercise) the option to renew (e.g., a change in business strategy).

The Group included the renewal period as part of the lease term for leases of plant and machinery
due to the significance of these assets fo its operations. These leases have a short non-cancellable
period and there will be a significant negative effect on production if a replacement is not readily
available.

Revenue and Expense Recognition
In accordance with IFRS (15), revenue recognized from sales is measured at the fair value of the
consideration received or receivable when it is probable to collect such consideration.

Revenue is recognized at a point in time, when control of the goods is transferred to the customer
and an invoice is issued.

Interest revenue is recognized using the accrual basis of accounting.

Dividend income is recognized when it is realized (declared and approved by the shareholders
general assembly).

Other revenues are recognized on an accrual basis of accounting.
Expenses are recognized on an accrual basis of accounting.

Offsetting

Financial assets and financial liabilities are only offset and the net amount reported in the
consolidated statement of financial position when there is a legally enforceable right to set off the
recognized amounts and the Group intends to either settle on a net basis, or to realize the asset and
setile the liability simultaneaously.

Segment Reporting
The business segment is a group of assets and operations engaged in providing products or services
that are subject to risks and returns that are different from those of other business segments.

The geographical segment is engaged in providing products or services within a particular economic
environment that are subject to risks and retumns that are different from those of segments operating
in other economic environments.
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Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability in the principal market for the asset or liability. In the absence of a principal
market, in the most advantageous market for the asset or liability is used. The principal or the most
advantageous market must be accessible to the Group.

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

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation technigues that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a whole;

¢ Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

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

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

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

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

Impairment of financial assets

The Group recognises an allowance for ECLs for all debt instruments not held at fair value through
profit or loss. ECLs are based on the difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the Group expects to receive, discounted at
an approximation of the original effective interest rate. The expected cash flows will include cash
flows from the sale of collateral held or other credit enhancements that are integral to the contractual
terms (if present).

The Group has established a provision calculation that is based on its historical credit loss experience
adjusted for forward-locking factors specific to the debtors and the economic environment.
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Impairment of Non-Financial Assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Group estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an
asset's or cash-generating unit's (CGU) fair value less costs of disposal and its value in use.
Recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. When the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. In determining fair value less costs of disposal, recent market transactions
are taken into account. If no such transactions can be identified, an appropriate valuation model is
used. These calculations are corroborated by valuation multiples, quoted share prices for publicly
traded companies or other available fair value indicators.

Current versus non-current classification

The Group presents assets and liabilities in the consolidated statement of financial position based on
current/non-current classification. An asset is current when it is:

» Expected to be realised or intended to be sold or consumed in the normal operating cycle

» Held primarily for the purpose of trading

» Expected to be realised within twelve months after the reporting pericd

Or

» Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period

All other assets are classified as non-cument.

A liability is current when:

» It is expected to be settled in the normal operating cycle

« It is held primarily for the purpose of trading

» It is due to be settled within tweive months after the reporting period

Or

» There is no unconditional right to defer the settlement of the liability for at least twelve months after
the reporting period.

All other liabilities are classified as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

-14-
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JORDAN WoOD INDUSTRIES PUBLIC SHAREHOLDING COMPANY
NOTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

{4) PROJECT IN PROGRESS

This item represents the amounts cost of implementing the new ERP system. The system was
completed and put in service during 2019.

Movements on project in progress were as follows:

2019 2018
JD JD
Balance at 1 January 25,952 -
Additions 39,388 25,952
Transferred to intangible assets {65,340) -
Balance at 31 December - 25,952
(5) INTANGIBLE ASSETS
Computer software
2019 2018
Cost - JD JD
Balance at 1 January 516,970 511,918
Additions - 5,052
Transferred from project in progress 65,340 -
Balance at 31 December 582,310 516,970
Accumulated Amortization -
Balance at 1 January 467,422 449,605
Amortization for the year 17,467 17,817
Balance at 31 December 484,889 467,422
Net book value at 31 December 97,421 49,548
6 INVENTORIES
2019 2018
JD JD
Raw materials 1,729,859 1,648,332
Work in progress 277,439 191,113
Finished goods 460,201 541,540
Spare parts 368,959 373,476
Less: provision for slow moving inventories* (510,204) (510,204)
2,326,254 2,244,257

*  There was no movements on the provision for slow moving inventories for the years 2019 and
2018.
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{7) ACCOUNTS RECEIVABLE AND OTHER CURRENT ASSETS

Local sales receivables
Foreign sales receivables
Retentions

Provision for expected credit losses*

Prepaid expenses

Employees receivables

Advance payments to suppliers
Refundable deposits

Accrued revenue

Letters of credit

income and sales taxes receivable

2019 2018
JD JD
628,832 673,179
230,206 261,031
446,185 568,579
1,305,223 1,502,789
(434,698) (434,698)
870,525 1,068,091
58,713 66,977
26,844 35,105
130,237 81,929
66,168 67,475
226,300 -
27,607 4,490
38,550 40,197
1,444,944 1,364,264

* Movements on the provision for expecled credit losses as at 31 December were as follows:

At 1 January

Impact of the adoption of IFRS 9

Restated balance at the beginning of the year
Charge for the year

At 31 December

2019 2018
JD JD
434,698 272,813
- 78,000
434,698 350,813
- 83,885
434,698 434,698




JORDAN WoOD INDUSTRIES PuBLIC SHAREHOLDING COMPANY
NOTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Aging of trade receivables as at 31 December was as follows:

Receivables 1-90 91-180 181-360 More than

not yet due  days days days 360 days Total
JO JD JD JD JD JD
At 31 December 2019
Trade receivables - 186,453 115,351 121,774 762 424,340
Retentions - - - 138,640 307,545 446,185

- 186,453 115,351 260,414 308,307 870,525

Receivables 1-90 91-180 181-360 More than

not yet due days days days 360 days Total
JO JD JD JD JD JD
At 31 December 2018
Trade receivables 58,676 231,534 81,606 70,522 172,630 614,968
Retentions 3,069 25,296 4,287 55,869 364,602 453,123

61,745 266,830 85,803 126,391 537,232 1,068,091

The Group does not obtain collateral against accounts receivable.

{8) CHECKS UNDER COLLECTION

This item represents checks under collection held for payment of trade receivables.

(9) CASH ON HAND AND AT BANKS

Cash on hand and at banks represents the following:

2019 2018
JD JD
Cash on hand 45,763 34,843
Cash at banks 37,502 144,147
83,265 178,990

For the purpose of the preparation of the consolidated statement of cash flows, cash and cash
equivalents comprise of the following:

2019 2018
JD JD
Cash on hand and at banks 83,265 178,990
Due to banks (note 12) (1,985,363)  (2,002,968)

(1,902,098)  (1,823,978)

-10-
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(10) ASSETS HELD FOR SALE

On 7 March 2020 the Group signed a letter of intent to sell a parcel of land as well as the hanger
located over it for a price of JD 1,644,376 in Al-Qastal area in Amman. The Group is in process of
completing the sale process which requires General Assembly approval through extraordinary
meeting. Accordingly, the Group classified the land and hanger as assets held for sale at fair
value in accordance with IFRS 5. The Group recognized an impairment loss on assets held for
sale in the amount of JD 445,382.

11 Equity

Paid in Capital
Paid in capital comprises of JD 5,000,000 divided into 5,000,000 shares at par value of JD 1 per
share.

Statutory Reserve

This account balance represents the transfers from the annual profit before income tax at a rate
of 10%. In which the amounts transfer to this reserve should not exceed the Company's paid-in
capital. This reserve is not available for distribution to the shareholders. During 2019, the Group
extinguished JD 1,135,018 of its accumulated losses against the statutory reserve account
balance (note 30).

Voluntary Reserve

This item represents the transfers from profit before tax at a maximum of 20%. This reserve is
available for distribution to the shareholders. During 2019, the Group extinguished JD 226,947 of
its accumulated losses against the voluntary reserve account balance (2018: JD 880,421)
(note 30).
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12 DUE TO BANKS

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

Bank Currency Ceiling Interest rate Utilized balance
JD % 2019 2018
JD JD
Arab Bank US Dollar 565,000 4.5 397,164 368,673
Arab Bank Jordanian Dinar 600,000 9.875 549,135 577,886
Etihad Bank  Jordanian Dinar 900,000 9.25 898,201 916,072
Etihad Bank US Dollar 200,000 5.5 140,863 140,337

1,985,363 2,002,968

(13} NOTES PAYABLE

This item represents notes payable to Etihad Bank as a result of discounting checks under
collection. Notes payable will fall due during 2020.

(14) ACCOUNTS PAYABLE

2019 2018
JD JD
Local suppliers 1,478,617 1,232,162
Foreign suppliers 243,896 143,047

1,722,513 1,375,209

15 LONG TERM LOAN

On 23 January 2019, the Group entered into a loan agreement with Arab Bank for an amount of
JD 1,500,000 to finance the preparation and opening of the new show room. The loan bears an
interest rate of 9.5%, calculated based on the daily loan balance, as well as an annual
commission of 1%. The loan is payable in equal monthly installments of JD 27,415 starting 12
months from the date of the loan agreement.

On 4 November 2019, the Group rescheduled the existing loan balance of JD 1,500,000 at an
interest rate of 9.375%. The Group was granted a grace period including installments and interest
from 23 January 2020 to 23 January 2021. The loan is repayable under monthly installments of JD
27,412 per installment starting 23 January 2021 with the last installment on 23 January 2026.
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16 PROVISIONS AND OTHER CURRENT LIABILITIES

2019 2018

JD JD
Postdated checks 256,292 -
Provision for employees’ vacations™ 89,613 101,466
Accrued expenses 89,242 393,546
Deferred letter of credits 78,103 -
Sales tax payable 58,218 127,562
Dividends payable 41,061 40,125
Provision for employees’ end of service indemnity* 33,008 100,712
Warranties provision 17,215 17,215
Sales tax provision 8,894 8,894
Provision for lawsuits and obligations*** - 170,563

671,646 960,083

*

Movements on the provision for employees’ end of service indemnity were as follows:

2019 2018
JD JD
Balance at 1 January 100,712 79,686
Provision for the year 8,946 21,026
Paid during the year {76,650) -
Balance at 31 December 33,008 100,712
*  Movements on the provision for employees’ vacations were as follows:
2019 2018
JO JD
Balance at 1 January 101,466 127,669
Reversal during the year (11,853) (26,203)
Balance at 31 December 89,613 101,466
***  Movements on the provision for lawsuits and cbligations were as follows:
2019 2018
JD JD
Balance at 1 January 170,563 207,783
Reversal during year (Note 27) (90,083) (23,921)
Paid during the year (Note 27) (80,480) (13,299)
Balance at 31 December - 170,563

On 28 February 2019, the Group reached a final settlement with the Jordan Customs Depariment
whereby it has paid JD 80,480 and released JD 80,083 of the remaining amount of the provision.
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17 JNCOME TAX

Income tax benefits in the consolidated statement comprehensive income represents the
following:

2019 2018
JD JD
Income tax benefits 13,319 47,988

The reconciliation between the taxable profit and the accounting profit is as follows:

2019 2018
JD JD
Accounting loss (3,530,298) {2,303,942)
Add: Non-deductible expenses 63,909 54,787
Deduct: provisions paid (157,130) {13,299)
Taxable losses (3,623,519) (2,262,454)
Income tax - -
Statutory income tax rate 15% 14%
Effective income tax rate - =
Deferred tax assets
Movements on deferred tax assets were as follows:
2019 2018
JD JD
Balance at 1 January 390,726 342,738
Additions during the year 13,319 47,988
Balance at 31 December 404,045 390,726
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Details of deferred tax assets were as follow:

Prior year losses

Provision for expected credit losses
Provision for slow moving
inventories

Provision for employees’ vacation
and end of service indemnity
Warranties provision

2019 2018

Deferred tax Deferred tax

Provision assets Provision assets

JD JD

1,093,907 175,025 1,093,907 164,086
781,337 125,014 781,337 117,201
510,204 81,633 510,204 76,530
122,621 19,619 202,178 30,327
17,215 2,754 17,215 2,582
2,525,284 404,045 2,604,841 390,726

Deferred tax assets have been calculated using an effective income tax rate of 15% in
accordance with the new Income Tax Law No. (38) of 2018 which is effective from 1 January
2019. The effective income tax rate will increase by 1% for every year thereafter until it reaches

20% in 2024,

No income tax provision was calculated for the years ended 31 December 2019 and 2018 due to
the excess of deductible expenses over taxable revenues in accordance with the Income Tax
Law No. (38) of 2018 and Income Tax law No. (34) of 2014,

The Company filed its tax returns up to the year 2018 which have not been reviewed by the
Income and Sales Tax Department at the date of these consolidated financial statements. The
Company reached a final settlement with the Income and Sales Tax Department for the years up

to 2015.
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18 RELATED PARTY TRANSACTIONS

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

Balances with related parties included in the consolidated statement of financial position are as
follows:

2019 2018
JD JD

Current assets
Cash on hand and at banks
Current accounts — Etihad Bank (sharsholder) 30,748 14,180
Current liabilities
Due to banks
Due to banks — Etihad Bank (shareholder) 1,039,064 1,056,409

2019 2018
Due from related parties JD JD
DEPA Jordan Investment Company (associate company) 346,639 346,639
Deduct: Provision for expected credit losses* (346,639) {346,639)

*  There was no movements on the provision for expected credit losses for related parties for
the years 2019 and 2018.

Transactions with related parties included in the consolidated statement of comprehensive
income are as follows:

2019 2018
JD JD
Finance costs — Etihad Bank (shareholder) 99,270 53,259
Sales — Etihad Bank {sharehclder) 17,356 7,299

The salaries and benefits for the board members and key management personne! amounted JD
310,831 for the year ended 31 December 2019 (2018: JD 280,080).
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{19) _ INVESTMENTS IN AN ASSOCIATE

This item represents the investment in DEPA Jordan Investment Company which is 30% owned
by JWICO Investment Company - Bahrain (subsidiary). The investment in associate is recognized
using the equity method, and the details are as follows:

2019 2018
JD JD
Current assets 1,704,643 1,712,103
Non- current assets 5,857 9,886
Current liabilities {5,112,440) {4,755,083)
Net Equity (3,401,940) (3,033,104)
Administrative and other expenses, net (381,818) {149,640)

The Group's share of the associate company was not accounted for as Group's share of the
associate's losses have exceeded the value of the investment.

(20} NETSALES

2019 2018
JD JD
Local sales 6,368,808 6,472,697
Foreign sales 233,607 218,309

6,602,415 6,691,006

Sales discounts (713,143) (628,923)
Sales returns (285,334) (128,234)
Net sales 5,603,938 5,933,849
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21 COST OF SALES

20189 2018
JD JD
Raw materials inventory at 1 January 1,648,332 1,789,170
Raw materials purchases during the year 2,806,429 2,559,872
Less: raw materials inventory 31 December (1,729,859) (1,648,332)
Raw materials used in production 2,724,902 2,700,710
Work-in-progress inventory at 1 January 191,113 381,998
Less: work-in-progress inventory at 31 December (277,439) {191,113)
Direct manufacturing costs (A) 588,545 540,543
Indirect manufacturing costs (B) 1,772,003 1,957,439
Indirect manufacturing cost 4,999,124 5,389,577
Finished goods inventory at 1 January 541,540 576,977
Less: finished goods inventory at 31 December (460,201) {541,540)
Cost of sales 5,080,463 5,425,014
(A) Direct manufacturing costs:
2019 2018

JD JD
Salaries, wages and other benefils 370,067 332,047
Electricity 104,855 102,477
Company's contribution in social security 47,975 45,815
Maintenance materials expense 31,171 28,915
Health insurance 18,373 17,221
Fuel 12,432 10,759
Bar code tags 2,263 2,308
Uniforms 1,409 1,001

588,545 540,543
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{B) Indirect manufacturing costs

Salaries, wages and other benefits
Depreciation

Company's contribution in social security
Vehicles expenses

Health Insurance

Electricity

Fees and licenses

Maintenance

Fire and theft Insurance

Abu Dhabi office expenses *
Spare parts

Consumables and packaging materials
Travel and transportation
Cleaning supplies

Water

Telephone and post

Fuel

Uniforms

Rent

ISO certification expenses

Safety consumables

Canteen

Consulting

2019 2018

JD JD
886,341 959,725
452,632 564,741
108,797 112,529
79,594 95,154
40,917 43,012
27,075 24,626
26,926 27,900
26,521 23,694
24,453 25,335

18,651 -

16,102 13,268
15,043 12,353
8,588 15,005
8,548 7,232
6,985 7,365
6,647 6,883
6,042 5,194
4,351 3,461
3,125 5,440
2,500 2,400
1,184 747
971 806
- 569
1,772,003 1,957,439

* This item includes materials and installation costs related to the Group’s Abu Dhabli operations.
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22 SELLING AND DISTRIBUTION EXPENSES

Salaries, wages and other benefits
Showroom rent

Depreciation

Advertiserents and showroom expenses
Abu Dhabi office expenses*

Company's contribution in social security
Travel and transportation

Electricity and water

Credit card commission

Vehicles expenses

Cleaning

Telephone and post
Health insurance
Maintenance

Anti-fire doors certification
Freight expenses
Uniforms

Canteen

Bank charges

Licenses and fees
Stationery and printing
Hospitality expenses
Certificate of origin fees
Other

2019 2018

JD JD
510,681 496,291
454,482 660,251
300,931 247,943
171,116 167,038
165,427 17,316
65,673 63,197
51,029 34,067
31,024 41,667
25,954 27,176
20,060 24,585
13,429 16,334
12,064 10,225
11,640 12,077
9,630 9,879
5,922 2,983
3,758 12,301
3,173 3,657
2,607 3,029
1,328 6,913
1,382 1,216
1,235 2,765
353 714
602 455
3,015 6,724
1,866,415 1,868,793

* This item includes JD 157,984 of salaries and JD 7,443 of freight and sample expenses related

to the Group's Abu Dhabi operations.
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23 GENERAL AND ADMINISTRATIVE EXPENSES

2019 2018

JD JO
Salaries, wages and other benefits 324,275 412,516
Maintenance 68,895 88,229
Travel and transportation 67,526 35,444
Attorney and consulting fees 56,821 53,049
Depreciations and amortizations 34,829 42,622
Company's contribution in social security 32,214 33,710
Mortgage expenses 32,048 -
Commissions and bank guarantees stamps 27,670 11,265
Abu Dhabi office expenses * 25,622 6,205
Vehicles expenses 19,147 21,201
Telephone, post and internet 16,846 15,993
Professional fees 12,000 12,000
Stationery and printing 11,669 8,029
Electricity and water 10,220 7,822
Health insurance 7,747 7,081
Fees, licenses and subscriptions 6,904 7,204
Rent 6,500 10,620
Shareholders expenses 4,649 6,324
Training 3,013 3,030
Hospitality 2,784 2,226
Fuel 1,271 1,252
Advertisements 837 671
Donations 190 115
Other 13,715 12,386

787,392 798,994
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* This item includes general and administrative expenses related to the Group's Abu Dhabi
operations. The details of this item are as follow:

2019 2018
JD JD
Attorney and consulting fees 11,630 -
Sponsorship 3,656 -
Insurance expense 3,225 -
Telephone, post and internet 2,019 565
Travel and transportation 1,839 -
Bank guarantees stamps 1,371 297
Rent 1,219 5119
Others 663 224
25,622 6,205
24) FINANCE COSTS
2019 2018
JD JD
Bank interest — Due to Banks 153,322 94,189
Interest on loan 123,621 -
Interest on lease obligation (note 2) 100,828 -
Loan commission 15,000 -
Present value discount for notes payable 7,961 455
400,732 94,644
25) OTHER {EXPENSES} INCOME, NET
The details of this item are as follow:
2019 2018
JD JD
{Loss) gain on disposal of property and equipment (653,685) 2,013
Gain on settlement of legal cases 3,326 -
Foreign currency exchange losses (3.312) (1,035)
Others 6,829 3,463
(646,842) 4,441
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26 EARNINGS PER SHARE

2019 2018
Loss for the year (JD) (3,516,979) (2,255,854)
Weighted average of number of shares (share) 5,000,000 5,000,000
JD/Fils JD/Fils
Basic and diluted earmnings per share (0/703) (0/451)

(27) CONTINGENT LIABILITIES

The Group had the following contingencies and commitments on the date of the consolidation
financial statements:

2019 2018
JD JD
Letters of guarantee 1,221,051 609,977
Lawsuits and obligations * - 170,563

*  On 28 February 2019, the Group reached a final settlement with the Jordan Customs
Department whereby it has paid JD 80,480 and released JD 90,083 of the remaining amount
of the legal provision previously recorded. The Group's management and its legal advisor
believe that no provision is required, since there is no indication of any obligations that may
arise from legal claims against the Group. The Group is plaintiff in lawsuits amounting to JD
597,721 as of 31 December 2019 (2018: JD 670,805).

{28) SEGMENT INFORMATION

Business Information
For administrative purposes the Group is organized to include the following industrial products:
kitchens, offices, furniture, wall cabinets and other.

Geographical Information

This disclosure represents the geographical distribution of the Group’s main activities. The Group
conducts its operations mainly in Hashemite Kingdom of Jordan in addition to some of the
neighboring countries.
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Net sales and Assets by geographical segment are as follows:

For the year ended 31 December

Inside Jordan Outside Jordan Total
2019 2018 2019 2018 2019 2018
JD JD JD JD JD JD
Net sales 5,138,742 5,645,639 465,196 288,310 5,603,938 5,933,849

As at 31 December

Inside Jordan Outside Jordan Total
2019 2018 2019 2018 2019 2018
JD JD JD JD JD JD
Total assets 9,423,919 9,719,306 337,515 72,542 9,761,434 9,791,848

29)  FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments include financial assets and financial liabilities.

Financial assets consist of cash on hand and at banks, accounts receivable, checks under
collection and some other current assets. Financial liabilities consist of accounts payable, bank

overdrafts, notes payable, loan, lease liabilities and some other current liabilities,

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

30 CAPITAL MANAGEMENT

The primary objective of the Group's capital management is to ensure that it maintains capital
ratios in order to support its business and maximize shareholder value.

The Group manages its capital structure and makes adjustments to it in light of changes in
business conditions. No changes were made in the objectives, policies or processes during the
years ended 31 December 2019 and 31 December 2018.

Capital comprises paid in capital, statutory reserve, voluntary reserve and accumulated losses
and is measured at JD 478,733 as of 31 December 2019 (2018: JD 3,995,712).
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The Group's general assembly resolved in its extraordinary meeting held on 25 April 2019 to
extinguish JD 1,361,965 of accumulated losses as at 31 December 2018 against JD 226,947 of
the Group's voluntary reserve and JD 1,135,018 of its statutory reserve.

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

The Group’s accumulated losses of JD 4,521,267 as at 31 December 2019 exceeded 75% of the
Company's capital. According to article No. 266 of the Jordanian Company's Law No. 22 for the
year 1997 and its amendments, if the accumulated losses of the public shareholding company
exceeds 75% of its capital, the company shall be liquidated unless the General Assembly of the
Company decides in its extraordinary meeting to increase the paid up capital of the Company to
cover the accumulated losses. No such meeting was held up fo the date of these consoclidated
financial statements.

The consolidated financial statemenis have been prepared on a geoing concem basis as
management has prepared a detailed 5-year financial budget as well as an action plan which are
expected to move the Group towards positive operating cash flows within 1.5 years, This includes
the signing of several project agreements inside of Jordan as well as neighboring countries
totaling to JD 3.15 million which will materialize during 2020. The management is also in final
negotiations on project with values totaling JD 3.8 million expected to finalize during the first half
of 2020. The Company expects operating revenue of JD 9.9 million with an expected EBITDA of
JD 950,000. Management's plan will put the Group at or around breakeven in 2021.

The Group is also seeking long term financing through several available options which it expects
to be used to seftle its current liabilities and allow for a solid financial position and healthier
working capital which can be used by the Group to finance its current and upcoming projects and
is expected to help in generation of positive operating cash flows.
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{31) RISk MANAGEMENT

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Group's exposure to the risk of
changes in interest rates on its assets and liabilities which is bearing interest such as bank
overdrafts and loan.

The sensitivity of the consolidated Income statement is the effect of the assumed changes in
interest rates on the Group's profit for one year, based on the floating rate financial assets and
financial liabilities held at 31 December 2018.

Increase Effect on loss
In interest rates for the year
(Basis points) JD

2019 -

Currency

JD 50 14,737
usD 50 2,690
2018 -

Currency

JD 50 7,470
usp 50 2,545

In the event of an opposite change in the indicator, the effect will be for an equal amount but with
an opposite sign of the effect of the increase shown above.

Credit risk
Credit risk is the risk that one party to a financia! instrument will fail to discharge an obligation and
cause the other party to incur a financial loss.

The Group believes it is not exposed to significant credit risk as it sets credit limits to its customer
and monitors the outstanding receivable regularly. The Group maintains its balance and deposits
in reputable financial institutions.

The Group provide its services to a large number of customers. The largest (5) customer
accounts of 72% of the total accounts receivable at 31 December 2019 (2018: 68%).
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Liquidity risk

Liquidity risk is the risk that the Group will not meset its obligations under its financial liabilities
based on contractual maturity dates. The Group monitors its liquidity by ensuring availability of

funds to meet its obligations at their maturity dates.

The table below summarizes the financial liabilities allocation {(undiscounted) as at 31 December,
based on contractual payment dates and current market interest rates.

2019 -

Due to banks

Accounts payable

Notes payable

Provisions and Other current liabilities
Lease obligation

Loan

Total

2018 -

Due to banks

Accounts payable

Notes payable

Provisions and Other current liabilities

Total

Currency risk

Less than 1t056 More than
one year years 5 years Total
JD JO JD JD
2,153,971 - - 2,153,971
1,722,513 - - 1,722,513
63,000 - - 63,000
654,431 - - 654,431
168,250 859,835 258,711 1,286,796
- 1,644,722 328,944 1,973,666
4,762,165 2,504,557 587,655 7,854,377
Less than 1to 5 More than
one year years 5 years Total
JD JD JD JD
2,174,982 - - 2,174,982
1 '3751209 - - 1 1375]209
200,559 - - 200,559
942,868 - - 942,868
4,693,618 - - 4,683,618

Foreign currency risk is the risk of change the value of financial instruments due to the changes in

foreign currency rate.

Most of the Group's transactions are in Jordanian Dinars and U.S. Dollars. The Jordanian Dinars
exchange rate is fixed against the U.S. Dollar (US $ 1.41 for JD 1). Thus, the impact of the
currency risk is not material on the consolidated financial statements.
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32 STANDARDS AND INTERPRETATION ISSUED BUT NOT YET EFFECTIVE

The standards and interpretations that are issued but not yet effective, up to the date of issuance
of the Group's financial statements are disclosed below. The Group intends to adopt these
standards, if applicable, when they become effective.

IFRS 17 Insurance Contracts

IFRS 17 provides a comprehensive model for insurance contracts covering the recognition and
measurement and presentation and disclosure of insurance contracts and replaces IFRS 4 -
Insurance Contracts. The standard applies to all types of insurance contracts (i.e. life, non-life,
direct insurance and re-insurance), regardless of the type of entities that issue them, as well as to
cerain guarantees and financial instruments with discretionary participation features. The
standard general model is supplemented by the variable fee approach and the premium
allocation approach.

The new standard will be effective for annual periods beginning on or after 1 January 2021 with
comparative figures required. Early application is permitted provided that the entity also applies
IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17.

This standard is not applicable to the Group.

Amendments to [FRS 3: Definition of a Business

The IASB issued amendments to the definition of a business in IFRS 3 Business Combinations to
help entities detarmine whether an acquired set of activities and assets is a business or not. They
clarify the minimum requirements for a business, remove the assessment of whether market
participants are capable of replacing any missing elements, add guidance to help entities assess
whether an acquired process is substantive, narrow the definitions of a business and of outputs,
and introduce an optional fair value concentration test.

Since the amendments apply prospectively to transactions or other events that occur on or after
the date of first application, the Group will not be affected by these amendments on the date of
transition.

Amendments to IAS 1 and IAS 8: Definition of “Material”

The IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors to align the definition of
‘material’ across the standards and to clarify certain aspects of the definition. 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 financial statements
make on the basis of those financial statements, which provide financial information about a
specific reporting entity.’ The amendments to the definition of material are not expected to have a
significant impact on the Group's consolidated financial statements,
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Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7

interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7 includes a number of
reliefs, which apply to all hedging relationships that are directly affected by interest rate
benchmark reform. A hedging relationship is affected if the reform gives rise to uncertainties
about the timing and or amount of benchmark-based cash flows of the hedged item or the
hedging instrument. As a result of interest rate benchmark reform, there may be uncertainties
about the timing and or amount of benchmark-based cash flows of the hedged item or the
hedging instrument during the period before the replacement of an existing interest rate
benchmark with an alternative risk-free interest rate (an RFR). This may lead o uncertainty
whether a forecast transaction is highly probable and whether prospectively the hedging
relationship is expected to be highly effective.

The amendments provide temporary reliefs which enable hedge accounting to continue during
the period of uncertainty before the replacement of an existing interest rate benchmark with an
alternative risk-free interest rate (an “RFR"). The effective date of the amendments is for annual
periods beginning on or after 1 January 2020, with early application permitted. The requirements
must be applied retrospectively. However, any hedge relationships that have previously been de-
designated cannot be reinstated upon application, nor can any hedge relationships be designated
with the benefit of hindsight.

With phase one complated, the 1ASB is now shifting its focus to consider those issues that could
affect financial reporting when an existing interest rate benchmark is replaced with an RFR. This
is referred to as phase two of the IASB's project.

The amendments are not expected to have an impact on the Group's consolidated financial
statements.

33 COMPARATIVE FIGURES

Some of 2018 figures have been reclassified in order to conform with the presentation of 2019
figures. Such reclassification did not affect previously reported loss or equity.

34 EVENTS AFTER REPORTING PERIOD

Subsequent to year-end, the outbreak of the Novel Coronavirus has impacted the global
macroeconomy and caused significant disruption in the global supply chain and customers’
demand. Decisions made by The Government of Jordan has caused disruption to the Economy
and business activities within the Kingdom. Management is in the process of completing its
assessment of the coronavirus on their operations in order to take the necessary actions and
properly address the situation.
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