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INDEPENDENT AUDITORS® REPORT
f
‘ To the Shareholders of

SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company
Amman - Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of SHAMAKHA REAL ESTATE AND FINANCIAL
INVESTMENTS (Public Shareholding Company), which comprise the statement of financial
position as of December 31, 2016, and the statement of comprehensive income, statement of

- changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2016, and of its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRS).

Basis for Qpinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accountants” Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant
to our audit of the financial statements, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code.

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.
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The Main Audit Order

How To Handle It In Our Audit

1, Valuation of Real Estate Investments (Lands}

Property investments (land), its fair valuations and its value
Depreciation estimate may be affected by:

The use of wrong methodology for decrease value
estimation procedures.

The use of valuation models, discount rates, values and
/ or inappropriate, unrealistic and impractical
assumptions.

Not to take into account the increase in the supply or
competition, which led to decrease of the occupancy or
less of revenues, this based on assumptions may
affected in accordance to the  economical market
conditions.

The verification of the lack of depreciation is of great
importance to the audit of the financial stalements
because the balance of real estale investments (tand)
was material as it amounted to 566,920 JD as on 31
December 2016 and constitules 24% of the total assets
as shown in Notes 5 and 7 of The attached financial

statements.

Our audit procedures included the following:

o Audit of the internal controls assessments as
well as our examination of the accuracy of the
gvaluation models and the assessment of the
assumptions used in those assessments.

s The value of real estate investments (land) is
measured at fair value by taking inlo account the
valuation of Authorized Real Estate Evaluators
to verify that there is no depreciation in value

e We have evaluated the adequacy of the
Company's disclosures in the attached financial
statements.

2. The Adequacy of Low Doubtful Receivable

The total receivables, collection checks and the notes
receivable amounted to JD 153,790 and the Company
estimated the depreciation of doubtful debts in the amount
of 124,153 JD as on 31 December, 2016. As explained in
Note (1 1/a) and (1 ]/e) of the attached financial statements.

¢ Valuation of the management methodology used
to determine the value of depreciation.,

¢ Examine a sample of receivables classified by
the management as troubled to evaluate the
reasonableness of their classification

¢ Examine some of the procedures and relevant
internal  control  systems  followed by
management.

¢ Audit of the aging of receivables and colleclion
in the subsequent period and the guarantees
relaling to those receivabtes and the adequacy of
the allowance for depreciation of doubtful debts
by wvaluation management assumptions to
determine the amount of depreciation as on 31
December 2016,

* We have evaluated the adequacy of the
Company's disclosures in the attached financial
statemenls.
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Other Information

Management is responsible for the other information. The other information comprises the
information included in the annual report 2016, but does not include the financial statements and
our auditors’ reporl thercon. We have not been provided with any other information until the date
ol our report, which is expected to be provided afler this date.

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

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

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines is necessary to
enable the preparation of financial statements thal are [ree from material misstatement, whether
due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditors® Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from malerial misstatement, whether due to fraud or error, and fo issue an
auditors’ report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audil conducted
in accordance with ISAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

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




’ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

. Evaluate the appropriateness of accounting policies used and the reasonablencss of
accounting estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
confinue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditors’ report. However,
future events or conditions may cause the Company to cease to continue as a going
concern,

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

In the case of a group audit we shall also include the following:

v 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, supetrvision 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 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 financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditors’ 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 reasonably be expected to outweigh the public interest benefits
of such communication.
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Report on Qther Legal and Regulatory Requirements

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

the accompanying financial statements, accordingly, we recommend approving these financial
statements by the general assembly.
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company

Amman - Jordan

Balance Sheet
As of 31 December 2016

Asscls

Non-current assets

Equipment& property less accumulated depreciation
Net Real estate investments

Projects in process

Financial assets at fair value through other
comprehensive income

Total non - current assets

Current assets

Other

debit balances

Apartments ready for sale
Net receivables
Cash & cash equivalent

Total

current assets

Total assets

Equity and liabilities

Equity

Paid Capital

Statutory reserve

Optional teserve

Cumulative change in the fair value of
Financial assets

Retained Earnings

Net equity

Current liabilities

Accounts payable

Payments on ready apartments for sale
Other Provision

Other credit balances

Total current liabilities

Total liabilities and equity

The accompanying notes on pages (1) to (23)

2
-
-
Le-]

~] O\ n

I
12

13
13
13

14
15

2016 2015

Jb JD
99,777 107,058
210,640 222,632
501,505 1,412,003
235,694 238,388
1,047,616 1,980,171
13,123 17,214
740,143 .
29,637 250,976
568,343 303,763
1,351,246 571,953
2398862 2,552,124
1,200,000 1,200,000
927,166 926,976
68,887 68,792
(130,647)  (127,953)
105,876 104,258
2171282 2,172,073
5,050 175,883
20,000 -
137,687 132,736
64,843 71,432
227,580 380,051
2398862 2,552,124

are an integral part of these financial statements,



SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company
Amman - Jordan

Comprehensive Income Statement
For the year ended 31 December 2016

Rental income

Revenue from services

Net realized income from sale of apartments
Total revenue

Interest Avenues

Administrative and General expenses
[mpairment of bad debis

Depreciation of property and equipment
Realized profits from sale of fixed assets
Board of Directors' remuneration

Profit (loss) for the year before tax
Recovery of income tax of previous years
Income tax for the year

Profit (loss) for the year

Add: Other comprehensive income items

Change in fair value reserve for financial assets at

fair value through other comprehensive income

Total comprehensive income (loss) for the year

The basic and diluted portion of the share
of profit(loss) for the year

2
<
-
[4-]

11/E

19

18

[ o]

01

=

114,079
917
62.456
177,452
7,154

(124,143)

{35,687)
(19,273)

(3,600)
1,903

1,903

(2,694)

(791)
Files/ID

0/002

—

2015
D

[

115,385
1,700

117,085
11,827

(124,270)

(19,228)
4,600

(9,986)
6,072

(3.914)

(372)

(4.286)
Files/JD

(0/003)

The accompanying notes on pages (1) to (23) are an integral part of these financial statements.
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company
Amman - Jordan

Cash Ilows Statement
For the year ended 31 December 2016

Cash flow from operating activities

(Loss) profit for the year before tax and provisions
Depreciation

Realized income from sale of apartments
Recovery of income tax for previous years
Operating profit before changes in assets and liabilitles

Other receivables

Receivables

Accounts payable

Payments on ready apartments for sale
Other provisions

Other credit balances

Net cash flow from operating activities

Cash flow from investment activities

Sale of property and equipment
Purchase of property and equipment
Projects in process

Apartments ready for sale

Net cash flow from investiment activities

Cash flow from financing activities

Dividends paid
Net cash flow from financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

2016

Qo

1,903
19,273

21,176

4,091
221,339
(170,833)
20,000

264,580
3.76

L]
A

-

(144,000)
(144,000)
(720,187)
1,023,950
303,763

The accompanying notes on pages (1) to (23) are an integral part of these financial statements.
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SHAMAKHA REAL ESTAT
Public Shareholding Company

AND FINANCIAL INVESTMENTS

Amman - Jordan

Notes to the financial statements
31 December 2016

a,

Overview

The company was established as a public shareholding company and
registered with the Ministry of Industry and Trade under No. (78) On 11
June 1974 with an authorized and paid up capital of JD 1,200,000.

Objectives of the company:;
Investment in real estate and lands through purchase, sell, invest, develop,
maintain, renovate and modernize rea] estate and lands,
Construction of housing projects and reconstruction of all types and
purposes thereof” either residential, commercial, industrial and investment.
Investment in all economic fields, whether financial, industrial, real estate,

tourism, commercial, agricultural or service industries, through the
establishment of investment projects.

The company's shares are listed at Amman Stock Exchange - Jordan.

The accompanying financial statements have been approved by the Board
of Directors of the Company in its meeting held on 11/2/2017.These

financial statements require the approval of the General Assembly of
Shareholders.

Basis of preparing the financial statements

Compliance Statement

The financial statements have been prepared in accordance with International
Financial Reporting Standards, interpretations issued by the International
Accounting Standards Board (IASB), relevant legislation and historical cost

basis except for certain financial assets and liabilities that are stated at fajr
value, financial assets and financial liabilities at amortized cost.

The Jordanian Dinar is the currency of the presentation of the financial
statements, which represents the Company's functional currency,

12



SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December 2016

b.

Use of estimates

The preparation of the financial statements and the application of accounting
policies require management to make estimates and judgments that affect the
amounts of financial assets and liabilities and disclose potential liabilities.
These estimates also affect the income, expenses and provisions as well as
the reserve for the valuation of financial assets at fair value and in particular
require management to make judgments to estimate the amounts and timing
of future cash flows and their timing arising from the future circumstances of
those estimates. These estimates are necessarily based on multiple
hypotheses and factors with varying degrees of estimation and uncertainty
and actual results may differ from estimates as a result of future changes in
the conditions and circumstances of those provisions.

The following is a summary of the significant issues in which uncertainty
estimates and interpretations of accounting policies are applied that
significantly affect the amounts in the financial statements,

The management periodically recalculates the production age of the tangible
assets based on the overall condition of these assets and management's
expectations for future production.

The management reviews the cases against the company on a continuous
basis, based on a legal study prepared by the company's legal advisor, which
indicates the potential risks that the company may incur in the future due to
these cases,

The management makes provision for doubtful debts based on its estimate of
the possibility of recovery of such receivables in accordance with
International Financial Reporting Standards.

The management estimates the recoverable amount of other financial assets
to determine whether there is any impairment in value,

The department estimates income tax expense in accordance with applicable
laws and regulations.

13



SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December 2016

3

Significant accounting policies

The Company has early adopted (IFRS) standard 9 regarding the
measurement and classification of financial assets in the preparation of the
financial statements from January 1, 2011 on the instructions of the JSC,
with the mandatory application of 1 January 2018.

The accounting policies adopted in the preparation of the financial
statements for the year ended 31 December 2016 are consistent with the

accounting policies adopted in the preparation of the financial statements for
the year ended 31 December 2015.

Financial Instruments

Financial assets at fair value through other comprehensive income

These assets represent investments in equity instruments for the purpose of
long term retention,

These assets are recognized at fair value plus acquisition costs and are
subsequently revalued at fair value, The change in fair value is reflected in
other comprehensive income and in equity, including changes in fair value
arising from translation differences on non-monetary items in foreign
currencies; if the asset is sold or part thereof, the resulting gain or loss is
recoghized in other comprehensive income and in equity. The balance of the
asset valvation reserve sold is transferred directly to retained earnings and
not through the statement of comprehensive income.

These assets are not subject to impairment losses

Dividends distributed are recognized in profit and loss statement and other
comprehensive income on a separate item.

Property and equipment

Recognition and measurement

Property and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses.

14



SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company
Amman - Jordan

Notes to the financial statements

31 December 2016

Cost includes expenses directly attributable to the acquisition of property and
equipment.

Where the recoverable amount of any property and equipment is less than its
net book value, the carrying amount thereof is reduced to its recoverable
amount and the impairment loss is recognized in the comprehensive income
statement.

The useful life of property and equipment is reviewed at the end of each
year, If the forecast of The useful life was different from previous
estimates, the change in estimate for subsequent years is recognized as a
change in estimates.

Property and equipment are excluded when disposed of or when no future
benefits are expected from their use or disposition.

Profits and losses arising from the disposal of items of property and
equipment are determined by comparing the receipts from the disposal with
the carrying amount of those items, and these profits and losses are

recognized as ‘other income’ or ‘other expenses’ in the comprehensive
income statement,

Subsequent costs

The cost of the replaced part of any item of property and equipment is
recognized in the carrying amount of that item if the economic benefits will
flow to the Company in the future. In addition to the possibility of measuring
the cost of that part reliably . The listed valued of the replaced part are
written off.

All daily costs and expenses incurred by the Company for the maintenance

and operation of property and equipment are recognized  in the
comprehensive income statement,

Depreciation

Depreciation is recognized in the interim statement of comprehensive
income on a straight-line basis over the estimated useful life of each item of
property and equipment,

The estimated percentage of property and equipment depreciation during the

15



current year is the same as the previous year as follows:

SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Publi¢ Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

Property and equipment Estimated useful lives in years

Buildings 50
Furniture 12
Cars 10
Electrical appliances 10
Air conditioners 10
Decors 20

c. Impairment

* Financial assets

At the end of the financial year, the Company reviews the registered amounts
of financial assets other than those financial assets through the profits and
loss statement of to determine whether there is objective evidence that the
financial asset is impaired. The financial asset is impaired in the event of
objective evidence indicating an event that resulted in a loss after the initial
recognition of the financial asset. The impairment is recognized when the
book value becomes greater than the amount expected to be recovered from
the financial asset in accordance with International Financial Reporting
Standards. The amount of impairment is determined as follows:

Financial assets arc assessed at the end of each reporting period to determine
whether there is objective evidence that the asset is impaired.

The financial asset is impaired if objective evidence indicates that a loss
event has a negative impact on the estimated future cash flows from those
assets.

Impairment of financial assets carried at their recoverable amount is
calculated by taking the difference between their listed value and the present
value of estimated future cash flows discounted at the effective original
interest rate.

Impairment of significant financial assets is tested on an individual basis.
Impairment loss is reversed if it is objectively related to a justified event
occurting after the impairment loss is recognized and the reversal of the
impairment loss relating to the financial asset at the recoverable amount is

16



recognized in the statement of comprehensive income.

SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December 2016

Non-financial assets

The carrying amounts of the company non financial assets, are reviewed at
the end of the fiscal year , except the inventory , to determine whether there
is any indication of impairment. If any such indication exists, then the assel’s
recoverable amount is estimated. The Recoverable amount is the higher of'an
assel's fair value less costs to sell and its value in use . An impairment loss is
recognized if the carrying amount of an asset exceeds its estimated
recoverable amount. All impairment losses are recognized in the statement
of income.

Real estate investments

Real estate investment is a property that acquired either to earn rental
income or for an increase in its value or both, but not for the purpose of
selling it through the normal activities of the company. It is not used in
production or supply of goods or services or for administrative purposes.
Real estate investments are presented at cost after deducting accumulated
depreciation and amortization Real estate investments (except land) when
they are ready for use on a straight-line basis over the expected production
life of 2%.

Projects in process

Projects in process are represented at cost and include the cost of
construction and direct expenses. Projects are not depreciated under
construction unless the related assets are ready for use or are ready for sale
in order to recognize their cost in the statement of income on disposal.

Receivables

Receivables are financial assets with fixed or determinable payments that are
not traded in an active market. Such assets are initially recognized at fair
value plus any transaction costs directly associated thereof . Subsequently
the initial recognition, the receivables ar¢ measured at amortized cost less
any impairment losses Accounts receivable comprise trade and other

17



receivables that are required from related parties.

SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

g'

h.

1.

Cash and cash equivalents
Cash represents through the maturities of not more than three months that do

not include the risk of change in fair value and are used by the Company to
meet its short-term liabilities.

Recognition of revenues and expenses

Revenues and expenses recognition are recognized in accordance with the
accrual basis.

Rental income from real estate investments is recognized as income on a
straight-line basis over the period of the contract.

Interest income is recognized when due.

Transactions in foreign currencies

Assets and liabilities denominated in foreign currencies at the end of the
financial year are translated into Jordanian Dinars using the average
prevailing rates at the end of the financial year. All foreign currency
transactions are transformed into Jordanian Dinars using the prevailing rates

at the date of such transactions and net foreign exchange gains or losses
tncome list.

Provisions

Provisions are recognized when the Company has obligations as of the date
of the statement of financial position arising from past events and the
payment of liabilities is probable and can be reliably measured.

The amounts recognized as provisions represent the best estimate of the
amounts required to settle the obligation at the reporting date, taking into
account the risks and uncertainties associated with the obligation. When the
amount of the provision is determined on the basis of the estimated cash
flows to settle the present obligation, its carrying amount represents the
present value of these cash flows.

When it is expected to recover some or all of the economic benefits required
from other parties to settle the provision, the receivable is recognized in the
asset if the receipt of the awards is effectively confirmed and its value can be

18



measured reliably.

SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December 2016

Income tax

The Company is subject to Income Tax Law No. 34 for the year 2014 and its
subsequent amendments and instructions issued by the Income Tax
Department of the Hashemite Kingdom of Jordan. The income tax is
calculated on the basis of the adjusted net profit and the income tax rate of
20%.

Income tax expense includes current taxes and deferred taxes. Income tax
expense is recognized in the statement of comprehensive income and the tax
relating to items recognized directly under other income is recognized in the
statement of comprehensive income.

The current tax represents the expected tax payable on the tax profit for the
year using the tax rate prevailing at the date of the financial statements in
addition to any adjustments in the tax due in respect of previous years.
Deferred taxes are recognized in respect of temporary differences between
the carrying amounts of assets and liabilities in the financial statements and
the amounts determined for tax purposes.

Deferred taxes are calculated on the basis of tax rates expected to be applied
to temporary differences when they are reversed based on the laws prevailing
at the reporting date.

Deferred tax assets and liabilities are offset if there is a legal right that is
required to shorten existing tax assets and liabilities and relate to income tax
that is collected by the same tax authorities on the same taxable company
and may settle current liabilities and tax assets net, the tax liability will be
realized at the same time.

Deferred tax assets are recognized when tax profits are likely to be realized
in the future and temporary differences can be utilized.

Deferred tax assets are reviewed at the end of each financial year and are
reduced when the tax benefits associated with them are not probable,

19



SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

4 Changes in accounting policies

The accounting policies adopted in the preparation of the financial
statements are consistent with those followed in the preparation of the
financial statements for the year which ended on 31 December 2015, except
for the application of the following amended standards:

New and amended standards and Effective for annual periods
interpretations not yet implemented beginning on

*IFRS 9 Financial Instruments 1 January 2018

*IFRS14 Deferred organizational accounts 1 January 2016

*IFRS 15 - Customer Contract Revenue 1 January 2018

*IAS 11 - Joint Arrangements 1 January 2016

*IAS 16 and 38 - Clarification of Initial and Liquidation Methods 1 January 2016
*IAS 27 - Methods of Equity in Separate Financial Statements 1 January 2016

The Company has not applied any of them earlier, except for the early adoption of
IFRS standard no.9 on the measurement and classification of financial assets in the
preparation of the financial statements for the year ended on January 1, 2011,
subject to the instructions of the Securities Commission. Its mandatory application
is due on 1 January 2018, The application of these standards and interpretations in

subsequent periods will not have a material financial impact on the Company's
financial statements,
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SHAMAKHA REAL ESTATE AND FINANCTAL INVESTMENTS
Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

7 Projects in process:
This item consists of the following:
2016 2015
JD I
Plot No. (1169)*
Cost of land - 308,346
Construction work - 340,100
Works and expenses - 262.244
Total - 910,690
Plot No. (1168)**
Cost of land 491,380 491,278
Construction work - -
Works and expenses 10,125 10,125
Total 501,505 501,403
501,505 1,412,093

* The plot of land No. (1169) and an area of (1164) square meters, and the
Board of Directors took a decision to establish a residential project on this
piece and was named Jewel of JabalAl-Hussein. It was finished at the
beginning of 2016 and the cost was converted to apartments ready for sale.
Note No. (10).

*%  The plot of land No. (1168) with an area of (1854) square meters. The Board
of Directors took a decision to establish a project on this piece and directly
preparing the necessary plans for the establishment of commercial housing
project.

The fair value of the real estate investments for plot No. (1168) with an area
of (1854) square meters was 679,800 JD on 31 December 2016. The fair
value of these investments is higher than the book value of 501,505 JD. The
fair value was estimated by many real estate experts.
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Publi¢ Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

8 comprehensive income
This item consists of the following;:
2016 2015
JD JD
Investments in shares of listed local companies
distributed as follows:
Sherco Securities Company 234,000 234,000
Royal Jordanian 4,388 4,760
Total 238,388 238,760
Fair value adjustments (2,694) 372
Total 235,694 238,388
9 Other debit balances
This item consists of the following:
2016 2015
JD JD
Rents and fees for services 8,736 12,191
Refunds 200 1200
Prepaid expenses 1,000 1,000
Income tax secretariats 3,187 2,823
Total 13,123 17.214

10  Apartments ready for sale

The residential project on the plot No. (1169) with an arca of (1164) square meters, called the
Jewel of Jabal Al Hussein project, has been completed and it consists of 18 apartments.
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December

11  Net receivables
a.  This item consists of the following:
2016 2015
JD JD
Receivables 125,403 356,156
Receipt papers 1,300
Checks for collection 7,603 165
Lease holdings of the Aqaba Garage 19484 19,484
Total 153,790 375,805
Impairment of doubtful debts (124,153) 124.829)
Total 29.637 250976
b.  Receivables include 213,387 JD relating to Safi Salt Company (under
liquidation). According to the agreement between Al-Shamekha Real Estate
and Financial Investments, International Barter and the Consolidated
Transport and Logistics Company.The net proceeds of the liquidation of Al-
Safi Jordan Company (under liquidation) will be distributed according to the
percentage of participation, knowing that the balance of the International
Barter Company and the Consolidated Transport and Logistics Company is
recorded in the accounts payable until the actual liquidation amount is
determined
¢. Receivables include 137,521 JD for the Unified Transport and Logistics
Company, and a verdict has been issued by the Court in favor of the Company
and is being executed by the Court.
d.  On 24 December 2016, based on a letter from the Liquidation Committee of Safi

Salt Company, "under liquidation”, 48,920 JD were received representing 23% of
the total indebtedness. The proceeds of this amount were distributed according to the
agreement between Al Shamekha Real Esiate and Financial Investments Company,
International Barter Company and Consolidated Transport and Logistics Company,
which is the result of the
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| SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

liquidation of Safi Salt Company (under liquidation)., The settlement of the
balance of the international barter company, and logistics services that were
recorded in accounts payable with the actual liquidation product.

e. The movement is calculated at the expense of the impairment of doubtful

debts by:
2016 2015
JD JD
Balance as at 1 January 124,829 124,829
Additions 35,687 -
Disputed debts during the year * (36,363} -
Balance as at 31 December 124,153 124,829
* Safi Salt Company "under liquidation".
12 Cash & cash equivalent
This item consists of the following:
2016 2015
JD JD
Cash in Fund 500 500
Cash in banks 567,843 53,263
Cash with banks — deposit 250.000
Total: 568,343 303,763

13 Equity
Paid Capital

The authorized and paid-up capital of the Company is 1,200,000, JD divided
into 1,200,000 shares with a nominal value of 1JD per share.
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

14

Statutory reserve

In accordance with the requirements of the Jordanian Companies Law and
the Company's internal laws, the Company shall deduct 10% of the annual
net profits and transfer them to the compulsory reserve. This deduction shall
continue for each year, provided that the total amount of the reserve shall not
exceed 25% of the Company's capital. Yet, with the approval of the General
Assembly of the Company, it’s allowed to continue to deduct this annual
percentage until such reserve equals the amount of the authorized capital of
the company.

In accordance with a decision of the General Authority on 4/3/2004 to
approve the continuation of the deduction of 10% of the net profit and
transfer to the compulsory reserve until the equivalent of the authorized
capital of the company.

For the purposes of this Law, net profit represents profit before deduction of
the income tax charge and fees and this reserve is not available for
distribution to shareholders.

Optional reserve

In accordance with the requirements of the Jordanian Companies Law and
the Company's Policy, the Company may create an optional reserve of no
more than 5% of the net profit based on the decision of its Board of
Directors, this reserve is available for distribution as a dividend to the
shareholders after approval by the General Assembly of the Company.

Other Provision
This item consists of the following:

2016 2015

JD JD
Provision for end of service indemnity 3,382 2,031
Provision for compensation of cases 127,099 127,099
Provision for income tax payments 3,606 3,606
Board of Directors' remuneration reward 3.600 -
Total 137,687 132,736
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS

Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 20106

15  Other credit balances
This item consists of the following:

2016 2015

JD JD
Shareholders' trusts 36,850 48,460
Rents on Aqaba tenants 19,484 19,484
Rents received in advance 5,395 513
Expenses payable and unpaid 2,694 2,610
Safe for others 420 365
Total 64,843 71,432

16. Net realized income from sale of apartments
This item consists of the following;:

2016 2015

JD D
Sales apartments 271,500 -
Cost of selling apartments (215.044) -
Total 62456 0000 zmeeeee-
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

17  Administrative and general expenses

a, This item consists of the following:

2016 2015

ID JD
Salaries, wages 59,334 56,769
Movement of members of the Board of Directors 21,600 21,600
Fees and subscriptions 16,856 15,423
Stationery and prints 971 801
Maintenance and car fuel 5,247 5,860
Advertising 683 2,586
Transportation 234 226
Prose and hospitality 716 764
Maintenance and repairs 3,295 1,945
telegraph, mail and telephone 1,837 3,265
Heating, clectricity and water 3,850 4,017
Lawyer fees 3,000 4,150
Audit fees 4,500 4,500
Charges of cases 1,640 1,547
Insurance against fire 380 317
Training courses - 500
Total 124.14 124,270

b.  Salaries and benefits of senior management

Salaries, emoluments and transfers of senior management and members of the
Board of Directors amounted to 47,800 JD for the year 2016 and 37,800 JD for
the year 2015,
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December 2016

18  Basic and diluted earnings (losses) per share

2016 2015

JD JD
Profit (loss) for the year 1,903 (3,914)
Weighted average number of shares 1,200,000 1,200,000

0/002 (0/003)

19 Income tax
a.  The following is a summary of the reconciliation between accounting profit
and tax profit:

2016 2015

JD JD
Accounting profit (loss) 1,903 (9,986)
Expenses not taxable 45,815 9,456

47,718 (530)
Rounded Tax losses (35,866) -
Taxable profit (loss) 11,852 (530)
Tax percentage 20% 20%
Income tax expense for the year 2,370 -
Tax paid on property (2,370 B
Income tax for the year -

b. The company reached a final agreement with the sales and income tax Department

untif the end of 2014, resulling in the acceptance of the resolutions and the
recycling of losses from previous years for the years 2013 and 2014 of 35,866 ID,
which was deducted from taxable profits for the year 2016. The Company has also
submitted an approval for the income tax for the year 2015, while no final
settlement has been reached with the Income and Sales Tax Department, and no
date has been set for its review. In the opinion of the Company's management,
there will be no tax liability imposed on the Company for 2015 due to a taxable
loss and tax paid for property (tax roof) and deductions for the deposit tax.
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SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December 2016

20

21

legal situation
The company is involved in cases filed against it but still pending before the

Jordanian courts with the amount of 127,099 JD. The company also filed
law cases against other parties with the amount of 42,410 JD and they are
pending before the Jordanian courts.

Risk management policies
The Company is exposed to a variety of financial risks due to its activities,
and operational risks are an inevitable result of real estate transactions.
Management strives to achieve an appropriate balance between risk and
return achieved and minimizes the potential negative impact on the
Company's financial performance. The main risks facing the Company are
credit risk arising from forward contracts, liquidity risk and market risk,
Management is responsible for setting up a framework to oversee and
manage these risks, Management periodically monitors risk types to monitor
and manage financial risks related to the operations and activities of the
Company. During the issuance and preparation of internal reports on the
management of financial risks through which the analysis of the risks to
which the company is a standard.
* Capital risk management
The Board of Directors manages the capital structure in order to
ensure that it is able to continues and maximize return on equity by
achieving the optimal balance between equity and debt. There has also
been no change in the Company's policy. The Company follows a
policy to maintain a reasonable rate of debt attributable to equity.
Debt to equity ratio of the company at the end of the report period was

as follows:
2016 2015
JD JD
Total indebtedness 227,580 380,051
Net equity 2,171,282 2,172,073
Ratio of debt to equity 1O% 17%

33



SHAMAKHA REAL ESTATE AND FINANCIAL INVESTMENTS
Public Shareholding Company

Amman - Jordan

Notes to the financial statements
31 December 2016

* Credit risk

Credit risk is the inability of the counterparty to meet its obligations to
the Company, resulting in losses. The Company has adopted a policy
of documenting its debts to third parties with the required
documentation, which can track any legally delayed funds with the
assistance of its legal counsel. The Company monitors its exposure to
credit risk by examining the level of financial adequacy of debtors, in
addition to ensuring that the cumulative value of the credit relates to
parties approved by the administration, and by following the limits of
credit granted where it is reviewed and approved by administration

periodically.

The book value of financial assets recorded in the financial statements
of net value after impairment losses discount in value represents the
maximum credit risk is possible that the company is exposed to.

* Liquidity risk

Liquidity risk appears when the Company is a not be able to provide
the necessary funding to meect its obligations on due dates. To
minimize risks, the management diversifies sources of finance,
manages and adjusts assets and liabilities, provides timely and
adequate financing and maintains sufficient cash and prudent balances
to meet commitments and pay operational expenses and investment,

* Foreign currency risk

Foreign currency risk is the risk of change in financial tools due to
changes in foreign exchange rates. The Jordanian Dinar is the base
currency of the Company. The Company's management monitors the
foreign currency position periodically and adopts strategies to hedge

these risks.

34



SHAMAKHA REAL ESTATE AND FINANCIAL IN VESTMENTS
Public Shareholding Company
Amman - Jordan

Notes to the financial statements
31 December 2016

22 FAIR VALUE
The fair value of financial assets and liabilities is not materially different

from their book value at the company’s financial position list.

23  Comparative figures
Certain figures of the financial statements for 2015 have been reclassified to

conform to the figures for the financial statements for 2016. The
reclassification did not result in any effect on profit or equity.
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