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INDEPENDENT AUDITOR’S REPORT

AM/32710

To the Shareholders of

First Finance Company

A Public Shareholding Company
Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of First Finance Company (Public
Shareholding Limited Company) which comprise of the consolidated statement of financial
position as of December 31, 2017, and the consolidated statement of income, consolidated
other comprehensive income, consolidated changes in shareholders’ equity and its
consolidated cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Company as of December 31,
2017, and its consolidated financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the consolidated Financial Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants together with the other ethical
requirements that are relevant to our audit of the Company’s consolidated financial
statements in Jordan, and we have fulfilled our other ethical responsibilities. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion,



Deloitte.

Key Audit Matters

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

Adequacy of Provision for Accounts Scope of Audit to Address Risks
Receivable from Financing Activities
The performed audit procedures included

The provision for the impairment of
accounts receivable from financing activities
is significant to the consolidated financial
statements. Its calculation requires the
Company’s management to perform
assumptions and make estimates of the
drop in credit ratings and probability of no
collection resulting from the deteriorating
financial and economic conditions of some
debtors as well as inadequate guarantees.
Moreover, total receivables from financing
credit granted by the Company amounted to
JD 52,426,650, representing 81% of the
amount of assets as of December 31, 2017.

The nature and characteristics of those
receivables, assets, and loans granted to the
debtors vary from sector to sector.
Consequently, the impairment provision
calculation methodology varies due to diverse
sectors as well as the varied assessments of
the related risks.

Other Information

understanding the nature of accounts receivable
from financing activities, adopted in granting and
monitoring the credit, and evaluating the
reasonableness of management’s estimates of
the provision for receivables impairment. In this
respect, we have understood the Company’s
policy for calculating provisions. We also selected
and studied a sample of those receivables,
performing and non-performing assets at the
Company’s level, as a whole. In addition, we have
evaluated the factors affecting the calculation of
the impairment provision such as the available
guarantees, customers’ solvency, and
management’s estimates of the expected cash
flows. In this regard, we have discussed those
factors with executive management to verify the
adequacy of the provisions taken as well as
recalculated the provisions to be taken for that
sample.

We have also assessed the adequacy of the
disclosures about receivables from financing
activities and the provision for doubtful debts
described in note (7).

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

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated.



Deloitte.

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

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

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

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

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

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

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

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

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

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

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 about all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguard procedures.

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

Report on Other Legal and Regulatory Requirements

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

Other Matter

The accompanying financial statements are a translation of the statutory consolidated
financial statements, which are in the Arabic language to which reference is to be made.

/tﬂﬁtz é:
%he (M.E.) - Jordan

Amman - Jordan




FIRST FINANCE COMPANY

(A PUBLIC LIMITED SHAREHOLDING COMPANY)

AMMAN- JORDAN

COSOLIDATED STATEMENT OF FINANCIAL POSITIQN

December 31,

ASSETS Note 2017 2016
D D
Current Assets:
Cash on hand and at banks 5 529,598 3,502,514
Checks under collection 6 - 5,338,775
Accounts receivable from financing activities - Net 7 52,426,650 42,675,981
Financial assets at fair value through statement of income 8 68,859 112,114
Due from brokerage compénles . 5,255 5,279
‘Other debit balances 9. 2,325,254 2,052,044
55,355,616 53,686,707
Deferred tax assets 21/d 3,432,211 3,430,863
Financial assets at falr value through other comprehensive
income 10 5,671,001 5,194,390
Property and equipment - Net 11 528,534 660,869
Intangible assets-Net 11,114 24,446
TOTAL ASSETS 64,998,476 62,997,275
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabllities:
Customers' investment accounts 12 10,384,223 9,949,904
Income tax provision 21/a 904,842 795,712
Other credit balances 13 3,036,787 2,769,772
Total Liabilities 14,325,852 13,515,388
Shareholders’ Equity:
Paid-up capital 14 35,000,000 35,000,000
Statutory reserve 14 3,120,815 2,691,970
Special reserve 14 229,851 229,851
Investments valuation reserve 15 (335,885) (438,843)
Retained earnings 12,657,843 11,998,909
Total Shareholders' Equity 50,672,624 49,481,887
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 64,998,476 62,997,275
Chairman of the Board of Directors General Manager

ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENT
SHOULD BE READ WITH THEM AND WITH THE INDEPENDENT AUDITOR'S REPORT.
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FIRST FINANCE COMPANY

(A PUBLIC LIMITED SHAREHOLDING COMPANY)

AMMAN- JORDAN

CONSOLIDATED STATEMENT OF INCOME

Revenue:
Revenue from finance
Revenue from invesment-Moudaraba
Total Joint Revenue
less: Investment accounts owners' share of revenue
Company's shares of revenue
Dividends income from financial assets at fair value through other comprehnsive income
(Losses) from valuation of financial assets at fair value through' statement of income
Other revenue - net
Surplus in provision for contigent liabilities

Total Revenue

Expenses:
Staff cost
Other operating expenses
Provision for doubtful debts
Total expenses
Income for the year before income tax
Income tax (expense)
Income for the year

Earnings per share For the year (Basic and Diluted)

Chairman of tl f Directors

For the Year Ended

December 31,

Note 2017 2016 -
D D
16 5,353,932 5,725,004
- 16,039
5,353,932 5,741,043
(414,998) (669,846)
4,938,934 5,071,197
233,272 262,448
17 (43,255) (64,794)
18 924,196 775,018
13 - 364,637
6,053,147 6,408,506
19 (858,965) (839,769)
20 (905,729) (907,196)
7 = (319,637)
(1,764,694) (2,066,602)
4,288,453 4,341,904
21/b (1,100,674) (927,726)
3,187,779 3,414,178
22 0.091 . 0.098
General Mapager

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS AND

SHOULD BE READ WITH THEM AND WITH THE INDEPENDENT AUDITOR'S REPORT.



FIRST FINANCE COMPANY

BLIC LIMITED SH, HO

AMMAN- JORDAN
CONSOLIDATED STATEMENT QF COMPREHEN E
For the Year Ended December 31,
Note 2017 2016
D D

Income for the year 3,187,779 3,414,178
Other comprehensive Income items:
Items not subsequently transferrable to statement of income:
Net changes In Investment evaluation reserve - net of tax 15 102,958 (1,111 870)

Total Comprehensive Income 3,290,737 2,302,308

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF CONSOLIDATED THESE FINANCIAL STATEMENTS AND

SHOULD BE READ WITH THEM AND WITH THE INDEPENDENT AUDITOR'S REPORT.
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FIRST FINANCE COMPANY
(A PUBLIC LIMITED SHAREHOLDING COMPANY})
AMMAN- JORDAN -
CONSOLIDATED STATEMENT OF CASH FLOWS

Add:

Note 2017 2016
D D

CASH FLOWS FROM OPERATING ACTIVITIES
Income for the year before income tax 4,288,453 4,341,904
Depreciation and amortization 167,449 177,188
Net loss from-valuation of financlal assets. at fair value through statement of income 17 43,255 64,794
(Gain) from sale of properties and equipment 18 - (1,587)
Provislon for impairment of financing receivables 7 - 319,637
Reversal/ provisions for contingent liabilities 13 - (364,637)

Net Cash Flows from Operating Actlvities before Changes in Working Capital Items 4,499,157 4,537,299
Decrease (Increase) in checks under collection 5,338,775 (5,338,775)
(Increase) decreasc_e In accounts receivable from financing activities-net (9,750,669) 2,883,599
Decrease in due from brbkerage companies 24 © 2,658
(Increase) decrease In other debit balances (273,210) 621,061
Increase (decrease) in customers' Investment accounts 434,319 (49,369)
(Decrease) in other credit balances _ (41,570) (573,762)

Net Cash Flows from Operating Activities before Income Paid Tax 206,826 2,082,711
Income tax paid 21/a (991,544) (983,316)

Net Cash Flows from Operating Actlvities (784,718) 1,099,395
CASH FLOWS FROM INVESTING ACTIVITIES
(Purchase) of financial assets at fair value through other comprehensive income (375,001) (1,089,399)
(Purchase) of property and equipment 11 (21,782) (53,103)
Praceeds from sale of property and equipment - 14,749
(Paid) from contingent liabilities provision - (57'331)'

Net Cash Flows (used in) Investing Activities (396,783) (1,185,084)
CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends distribution (1,791,415) (1,363,297)

Net Cash Flows (used in) Financing Activities (1,791,415) (1,363,297)
Net (decrease) in cash on hand and at banks (2,972,916) (1,448,986)
Cash on hand and at banks - beginning of the year 3,502,514 4,951,500

Cash on Hand and at Banks - End of the Year 5 529,598 3,502,514

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS AND
SHOULD BE READ WITH THEM AND WITH THE INDEPENDENT AUDITOR'S REPORT.

-9 -

For the Year Ended

December 31,




FIRST FINANCE COMPANY

(A PUBLIC LIMITED SHAREHOLDING COMPANY)

AMMAN - JORDAN
NOTES TO THE FINANCIAL STATEMENTS

1. General

First Finance Company was established as a public limited shareholding company
and registed with the Ministry of Industry and Trade under No. (390). The
Company’s address is Building No (172), king Abdullah II Street, Khalda P.O Box
144596 Amman, 11814 Jordan. The Company’s authorized capital is. JD 50
million, which was fully paid on March 5, 2006. In accordance with the resolution
of the General Assembly of Shareholders, in its extraordinary meeting of April
14, 2011, and after the approval of the Minister of Industry and Trade on June
22, 2011 in the Controller of Companies’ Letter No. M / 1/390 dated June 27,
2011, the Company reduced its authorized and paid-up capital by JD15 million
to amortize the accumulated losses. Consequently, the Company’s capital has
become JD 35 million instead of JD 50 million.

The Company’s main objectives are as follows:

Preforming financing activities for natural and legal persons in accordance with
the Sharia (Islamic Law). This includes, for example, direct financing of consumer
and durable goods; financing of real estate, including financing of land, housing,
buildings and construction; as well as financing the establishment of private and
public projects.

Acting as intermediary between banks, local lending and financing institﬁtions,
international and regional development funds and banks, and beneficiaries of the
programs of these institutions.

Managing others’ funds in the financial and investment fields for specific fees or
shares from the proceeds of such funds.

Managing property, real estate, and other immovable and movable properties
owned by others.

Based on the Ministry of Industry and Trade’s Letter No. MSh/1/390/19827 dated
September 3, 2006, the Company started its work from the date of the Ministry's
letter.

The financial statements were reviewed by the Company’s Sharia Supervisory
Board on February 26, 2018, and this board issued its report thereon.

The financial statements were approved by the Company’s Board of Directors on
February 7, 2018, and are subject to the approval of the General Assembly of
Shareholders.

2. _ Significant Accounting Policies
- Basis of Preparation of the Financial Statements

The financial statements have been prepared in accordance with International
Financial Reporting Standards and interpretations issued by the International
Financial Reporting Interpretations Committee (IFRIC) and in-accordance with
applicable local laws.

The consolidated financial statements have been prepared according to the

historical cost convention except for the financial assets and financial liabilities
that are shown at fair value at the date of the consolidated financial statements.
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The financial statements are presented in Jordanian Dinar (JD), which Jrepresents
the Company’s functional currency. .

The accounting policies adopted in preparing the consolidated financial
statements are-consistent with those used in preparing the financial statements
for the year ended December 31, 2016, except for what is mentioned in note
(29/A).

The details of the significant accounting policies adopted are as follows:

Financial Assets at Fair Value Through the Income Statement

Financial assets at fair value through the income statement represent
investments in companies” shares and bonds for trading purposes, the objective
of which is to generate profits from fluctuations in short-term market prices or
trading margin.

Financial assets are recognized in the income statement at fair value on the
acquisition date (acquisition costs are recognized in the income statement on the
acquisition date) and subsequently revalued at fair value. The change in fair
value is reflected in the income statement, including changés_-in fair value-arising
from translation differences. In caseé of the sale of these assets or part thereof,
the resulting gain or loss is taken to the consolidated income statement.

Distributed dividends are recognized in the consolidated income statement,

Financial Assets at Fair Value Through Other Comprehensive Income

Financial assets at fair value through other comprehensive income represent
strategic investments. in companies’ shares for the. purpose of long-term
retention and not for trading.

Financial assets at fair value through other comprehensive income are initially
stated at fair value plus costs of acquisition. They are subsequently re-measured
to fair value, and the change in fair value appears in the consolidated statement
of comprehensive income and within shareholders’ equity, including the change
in fair value resulting from the translation of foreign currency-denominated,
non-monetary assets. Gains or losses resulting from the sale of these financial
assets, or part of them; are accounted for within consolidated other
comprehensive income and the statement of shareholders’ equity. The fair value
reserve balance of sold instruments is transferred directly to retained earnings
and not through the consolidated statement of income.

These assets are not subject to impairment loss testing.

Distributed dividends are recognized in the consolidated income statement.
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Accounts Receivable from Financing Activities

Provision for Impairment of Accounts Receivable fr

These receivables represent accounts receivable from financing activities, such
as Murabaha, Mudaraba, Istisna'a and Musharaka.

Murabaha receivables are recognized at their par value and are measured at the
end of the financial year on the basis of the net realizable cash value,

When entering into Murabaha contracts, Murabaha is recognized on the accrual
basis.

Deferred sales income (unearned Murabaha revenue) is recognized for a period
exceeding the financial year by distributing this income over the future financial
years of the term, so that each financial year is allocated its share of the profits.

Unearned Murabaha revenue is deducted from.the amount of receivables in the
statement of financial position.

Mudaraba contracts: partnering in profit of capital and work and is held between
the owners of investment accounts (providers of funds) and ‘Mudarib, who
declares public acceptance of the funds to invest.

Investment income is recognized in the income statement under the accrual
basis.

Financing Activities
Collection from customers is conducted according to the payment dates specified
in the agreements signed with customers. '

The Company's policy of recognizing impairment losses on receivables from
financing activities is as follows:

- The Company reviews its finance portfolio to evaluate the impairment in its
value on a regular basis.

- Provision is made for impairment in value when there is objective evidence
that the Company is unable to collect all due amounts.

- The amount of the provision is the difference between the carrying amount
and the recoverable amount (expected cash flows).

- Objective evidence implies that receivables from financing activities have
been impaired based on one of the following:

* Breach of contract provisions such as default or late payment of
installments.
» Customers do not pay their due installments regularly.

Recognition of Revenue and Expenses

Mudaraba income is recognized in the income statement under the accrual basis.

Murabaha income is recognized using the declining murabaha method over the
period of the murabaha contract.

Dividends paid are recorded in the income statement when realized, (approved
by the General Assembly of Shareholders).

Commissions are recognized in the income.statement when earned.
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Fair Value of Financial Investments

The closing prices at the date of the consolidated financial statements in active
markets represent the fair value of investments in shares with market prices. In
case actual prices .are not available, trading in some share investments is
inactive, or the market is inactive, their fair value is estimated by comparing
them with the current-market value of a similar financial instrument.

The valuation methods aim to obtain a fair value that reflects market
expectations and take into consideration market factors and any anticipated risks
or benefits when estimating the value of share investments. Share investments
whose fair value cannot be measured reliably are stated at cost.

Investment in Land

Investment in land are stated at cost and written down. to their recoverable amount if
their value exceeds the amount expected to be recovered from any of the lands for
each investment separately. Moreover, the impairment loss is recognized in the income
statement, and the total fair value of the investment land is disclosed at the end of

the financial year.

Fixed Assets

Fixed assets’ are stated at cost less accumulated depreciation and any
impairment in their value. They are depreciated, when ready for use, on a
straight-line basis over their estimated useful life, using an annual depreciation
rate ranging from 7.5% to 25%.

When the recoverable amount of any fixed asset is less than its net book value,
its carrying amount is reduced to its recoverable amount, and the impairment
loss is recognized in the income statement.

The estimated useful life and depreciation method are reviewed at year - end. In
case the expected useful life differs from previously prepared estimates, the
change in estimate is recorded in the income statement regularly, being a change
in estimate.

Foreign Currency Transactions:

Transactions in foreign currencies during the fiscal year are stated according to
the exchange rates prevailing on the date of the transaction, Assets and liabilities
in foreign currencies are converted to Jordanian Dinar at the exchange rates
prevailing on the statement of financial position date, and the resulting exchange
differences are taken to the statement of income. '

Provision

Provisions are recognized when the Company incurs legal obligations, or
obligations arising from past events, and it is probable that cash will be paid to
settle these liabilities. The provisions are reviewed and adjusted on the date of
the consolidated financial statements based on the latest information available
to the management.

End-of- ice In ity Provision

Provision for employees' end of service indemnity is calculated in accordance
with the Company’s regulations which comply with the Jordanian Labor Law.

Compensations paid to employees who leave service are deducted from

end-of-service indemnity provision. Moreover, the required provision for
end-of-service indemnities for the year is charged to the statement of income.
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Income Tax

Income tax expenses represent accrued as well as deferred taxes.

Accrued tax expenses are calculated based on taxable income which is different
from that included in the consolidated financial statements, as declared income
includes tax-exempt income, expenses non-deductible in the fiscal year but
deductible in subsequent years, tax-approved losses, or tax- unallowable or tax-
deductible items.

Taxes are calculated according to the tax rates prescribed by the tax laws and
regulations enacted in Jordan.

Deferred tax assets or liabilities are taxes expected to be paid or recovered as a
result of temporary timing differences between the value of the assets and
liabilities in the consolidated financial statements and the value on the basis of
which taxable income is calculated. Moreover, deferred taxes are calculated
according to the tax rates expected to be applied upon the settlement of the tax
liability and the realization of deferred tax assets.

Deferred tax assets or liabilities are reviewed as of the 'statement of financial
position date and are reduced in case they are expected not to be utilized, upon
the settlement of tax, wholly or partially. '

Basis of Financial Statements Consolidation

The consolidated financial statement include the financial statements of the
company and its subsidiary after eliminating balances and transactions between
the two companies.

The Company established Sokuk for Finance Leasing Company (Limited Liability
Company) under number (47453) on April 19, 2017 with an authorized share
capital equal to 1 million Dinar and the paid-up capital of JD 500 thousand, and
it’s %100 owned by First Finance Company , and it's main activities is finance
easing.

The Company owns the following as of December 31, 2017, Sokuk For Finance
Leasing (a subsidiary company):

Paid share Nature of Incorporation
capital Ownership business country date
D %
500,000 100 Commercial Jordan April 19, 2017

The following table illustrate the financial and performance position for Sokuk
Company for Finance Leasing (Subsidiary) as of December 31, 2017:

For the Period from Incorporation on

December 31, 2017 April 19, 2017 until December 31, 2017
Assets Liabilities Revenue Expenses
D D D D
493,983 - - 6,017

The control established when the company is able to control the financial and
operating policies for the subsidiary company for the purpose of obtaining
benefits from it's activities after eliminating transaction, balances, revenue and
expenses during the period between the two companies.

The operation of the subsidiary company is consolidated in the statement of
income and comprehensive income from the sate of incorporation, which it’s the
date on which the actual control is transferred on the subsidiary company, and
the operation results of the subsidiary company are eliminated in the
consolidated statement of income and comprehensive income untii its disposing
date, which it’s the date when the company lose control of the subsidiary

company.
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4. Accounting Estimates _
Preparation of the consolidated financial statements and application of the

accounting policies require the Company’s management to perform estimates
and judgments that affect the amounts of the financial assets and liabilities, and
disclosures relating to contingent liabilities. These estimates and judgments also
affect revenues, expenses, and provisions. In particular, management is required
to issue significant judgments to assess future cash flows and their timing. The
following estimates are based on several assumptions and factors with varying
degrees of estimation and uncertainty.. Moreover, the actual results may differ
from the .estimates due to changes resulting from the circumstances and
situations of those estimates in the future. -

Ma’nagement believes that the assessments adopted in the consolidated fihéncial
statements are reasonable. The main estimates are as follows:

- A provision for loans is  taken based on assumptions approved by
management to determine the required provision in conformity with
International Financial Reporting Standards (IFRS).

- ‘The financial period is charged with its portion of income tax in accordance
with the - prevailing laws, regulations, and International Accounting
Standards. Moreover, the required income tax provision is taken.

- Management periodically reassesses the economic useful lives of tangible
and intangible assets for the purpose of calculating annual depreciation and
amortization based on the general condition of these assets and the
assessment of their expected useful lives in the future. Any resulting
impairment losses are taken to the consolidated statement of income.

- The Company reviews the lawsuits raised against it periodically. This review
is performed based on a legal study prepared by the Company's legal
advisor. Moreover, the study highlights potential risks that the Company
may. encounter in the future, and a provision is taken for these lawsuits in
the consolidated income statement.

- Management estimates impairment in fair value when market prices reach
a certain level as an indicator of impairment loss.

- Fair value hierarchy:

The level in the fair value hierarchy is determined and disclosed. According
to this level, the fair value measurements are categorized in their entirety,
segregating fair value measurements in accordance with the levels defined
in IFRS. The difference between Level 2 and Level 3 fair value
measurements represents whether inputs are observable and whether the
unobservable inputs are significant. This may require judgment and a
careful analysis of the inputs used to measure fair value, including
consideration of factors specific to the asset or liability.

5. Cash on Hand and at Banks

This item consists of the following:
December 31,

2017 2016
D D
Cash on hand - 398
Current account at Islamic bank 248,422 1,817,055
Current account at commercial bank 281,175 1,685,061
529,598 3,502,514
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7. _Accounts Receiv

cks under Collection

This item represents checks from a customer, a related party, issued on
December 19 and 29, 201_6, and collected during the first quarter of 2017.

inancing Activities - N
This item consists of the following:

December 31,

2017 2016

D b

Finance receivables . 78,293,826 66,072,610
Less: Deferred income from financing contracts  (10,104,770) (7,985,562)
68,189,056 58,087,048

Less: impairment provision (13,377,080) (13,377,080)
Suspended revenue (2,385,326) (2,033,987)
52,426,650 42,675,981

The details of this account according to financing activities after deducting

deferred revenue are as follows:

Total accounts Deferred Net accounts
‘receivable as of income as of receivable as of
December 31, December 31, December 31,

Net accounts
receivable as of
December 31,

2017 2017 . 2017 2016
D D D )
Issued investment wakala (shares) 9,348,063 - ‘9,348,063 9,350,730
Murabaha financing-cars 26,053,240 3,997,149 22, 056, 091 24,725,476
Murabaha financing-real estate 14,827, 023 2,569,810 12,257,213 12,653,020
Murabaha financing-companies 25, 515, 127 3,275,782 22,239,345 9,201,864
Murabaha financing-individuals services 2, 550, 374 262,029 2,288,345 2,155,958
78, 293, 826 10,104,770 68,189,056 58,087,048
Provision for doubtful debts
The movement on the provision for doubtful debts is as follows:
2017 2016
D 3 »)
Balance - Beginning of the year 13,377,080 13,057,443
Additions _ - 319,637
Balance - End of the Year 13,377,080 13,377,080
Suspense revenue
The movement on suspended revenue is as follows:
2017 2016
- ID D
Balance - Beginning of the year 2,033,987 1,954,707
Suspended revenue during the year 1, 223, 821 605,006
Suspended revenue transferred to revenue (872,482) (525,726)
Balance - End of the Year 2, 385, 326 2,033,987
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The Company follows a policy of dealing with creditworthy parties as well as
obtaining adequate collaterals, where possible, to mitigate the risk of financial
losses arising from non-fulfillment of obligatio_ns.

Accounts receivable with a decrease in value of JD20,989,785 are covered by
provisions or guarantees for the full balance as at December 31, 2017
(JD 19,231,981 as of December 31, 2016).

There is a credit concentration of JD 26.7 million, representing 46.6% of total
receivables from performing financing activities after deducting ‘unrealized
revenue. extended to only ten customers, noting that there is a guarantee for
most of these receivables as of December 31, 2017 .

8. Financial Assets at Fair Value through Statement 6f Income

The details of this account are as foliows:
December 31,

2017 « 2016
.. JD JD
Shares listed on Amman Stock Exchange © 35,619 80,526
Shares listed on Dubai Stock Exchange 33,239 31,588
' 68,859 112,114

9. Other Debit Balances

The details of this account are as follows: ,
December 31,

2017 2016
D D
Prepaid expenses * 179,180 289,434
Accrued income 68, 744 109,259
Refundable deposits 677,602 392,981
Assets seized by the Company against receivables 1,036,060 1,036,060
Deferred bills of acceptance 39,700 65,700
Other receivables 269,141 158,610

2,325,254 2,052,044

* This item includes rent of the Head Office: bu-ilding paid in advance of 1D 98,5 (JD
197,025 as of December 31, 2016).

10. Financial Assets at Fair Value through Othg[ Comprehensive Income

The details of this account are as follows:
“December 31,

2017 2016
D D
Shares listed on Amman Stock Exchange 3,994 ,105 3,704,146
Foreign listed shares 1,048 ,120 856,861
Unquoted shares 628,776 633,383
5,671,001 5,194,390

- Shares of JD 1,478 ,480 (JD 1,563,100 as of December 31, 2016) were pledged
to the Jordan Kuwait Bank against a ceiling of credits granted to the Company,
and so were shares of JD 851,264 (JD 773,397 as of December 31, 2016) to
Al Rajhi Bank against a credit ceiling granted to the Company.
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12. Customers’ Investment Accounts

This item represents the Wakala investments received from customers, for a period
from 6 months to 36 months from the deposit date to be invested in the Company's
activity. The rate of profit paid to customers according to the investment amount
-and duration ranges from 4.25% to 6.75% during the years 2017 and 2016.

13, Other Credit Balances

The details of this account are-as follows:

Suppliers

Accrued expenses

Accrued dividends

Shareholders’ refundable deposits
Income tax withholdings
Unearned revenue

Accrued wakala investment profits
Board of Directors’ remunerations
Guarantees redemption

Other credit balances

14. Paid-up Share Capital and Reserves
a. Paid-up Share Capital

December 31,

2017 2016
D D
32,671 59,253
7,550 10,835
1,045,288 736,703
147,923 155,193
3,454 4,042
1,278 ,708 1,351,570
288,288 290,701
54,233 56,133
171,910 . 55,023
6,762 50,319

3,036,787 2,769,772

The Company's authorized and paid-up share capital consists of JD 35 million,

divided into 35 million shares as of December 31, 2017 and 2016.

b. Statutory Reserve

This item represents accumulated appropriations from income before tax at a rate
of 10% during the current year and previous years. Moreover, this amount may not

to be distributed to shareholders.

¢c. Special Reserve

This item represents prior years’ accumulated appropriations from income for the
year before tax at a rate of 10%. This reserve is used for the purposes determined
by the Board of Directors, and the General Assembly has the right to distribute it, in

whole or in part, as dividends to shareholders.
15. Investments Valuation Reserve
‘The movement on this account is as follows:

Balance - beginning of the year
Net change during the year - net of tax
Balance - end of the year

16. Finance Revenue

2017 2016
D D
(438,843) 673,027
102,958  (1,111,870)
(335,885) (438,843)

This account represents revenue from companies’ investments in various financing

activities as follows:.

Financing revenue murabaha - cars

Financing revenue morabaha - real estate
Financing revenue morabaha - companies
Financing revenue morabaha- Individuals services
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2017 2016
D JD
2,474 ,596 3,383,341
632,746 551,469
2,111 ,227 1,497,867
135,363 292,327
5,353,932 5,725,004




17. (Losses) from Valuation of Financial Assets at Fair Value through Statement of

income
This item consists of the following:

2017 2016
. ID D
Unrealized evaluation gain (43,255) (64,794)
(43,255) (64,794)
18. Other Revenue - net
This item consists of the following:
- 2017 ~ 2016
D D :
Commission income 770,698 662,252
Rent revenue 108,358 107,345
Gain from sale of fixed assets - 1,587
Other revenue 45,140 3,834
924,196 775,018
19, Staff Cost
This item consists of the following:
2017 2016
D ' "JD
Salaries, fee, and rewards - 757,185 - 749,338
The Company's social security contributions 78,213 © 68,342
Medical expenses : 23,567 22,089
‘858, 965 839,769
20. Other Operating Expenses
This item consists of the following:
2017 2016
D D -
Rent 178,773 178,318
Promoting and advertising 41,903 55,622
Stationery and printing 13,596 11,602
Deprecation and amortization 167,449 177,188
Electricity and water 45,156 45,271
Communication 27,578 26,090
Insurance 14,160 12,985
Fuel 14,008 10,159
Maintenance 23,221 22,237
Cleaning 40,541 38,202
Transportation 9,901 6,437
Travel, transportation and Board of Directors’ hospitality 58,051 53,658
Board of Directors’ remuneration 45,000 45,000
Fees, licenses, and subscriptions 57,328 52,594
Hospitality 17,558 16,421
Committees fees 3,936 3,612
Legal fees 44,791 36,377
Management and shariaa fees 18,970 18,617
Professional fees 7,869 19,990
Banking services fees 19,047 28,037
Real estate valuation expenses 200 250
Security : 3,000 12,000
Marketing and sale brokers commission 34,599 14,150
Other 19,094 22,379
905,729 - 907,196
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21. Income Tax Provision

a. This item consists of the following:
For the Year Ended

December 31,

2017 - 2016
JD - JID
Balance - beginning of the year 795,712 774,589
Income tax paid (991,544) (983,316)
Income tax provision for the year 1,100,674 -1,004,439
Balance - End of the Year 904,842 795,712

The Company has reached a final settlement with the Income and Sales Tax
Department up to the year 2015. Moreover, the Company submitted its tax return
for the year 2016 and paid the due amounts within the legal period. However, the
Income and Sales Tax Department has not yet reviewed the Company's operations
for those years yet.

The Company has also calculated a provision for income tax for the year 2017. In
the opinion of the Company's management and its tax advisor, the provisions
recorded in the financial statements as at 31 December 2017 are sufficient to meet
the expected tax liabilities.

b. Income tax shown in the income statement is as follows:

2017 2016
D D

Accrued income tax on the profits for the year (1,100,674) (1,004,439)

Deferred tax assets during.the year - 76,713

Income tax expense (1,100,674) (927,726)

c. The details of deferred tax assets is as follows:
For the Year Ended December 31, 2017 : December 31,
Amounts 2017 2016
Balance - _
Beginning of Amounts Amounts Balance - End  Deferred Deferred
Accounts Included: the Year Released Added of Year Tax Tax
hI> I D i) b o bi»)
Deferred tax assets .
impairment provision 13,377,080 - = 13,377,080 3,210,499 3,210,499
Investment evaluation reserve 438,843 102,958 - 335,885 221,712 220,364
13,712,965 102,958 - 13,815,923 3,432,211 3,430,863
d. The movement on deferred tax assets is as follows:
2017 2016
D - D

Balance - beginning of the year 3,430,863 3,133,786

Addition to provision for doubtful debts C- 76,713

Addition from investment valuation reserve - 1,348 220,364

Balance-end of the year 3,432,211 3,430,863

Deferred tax assets of the investment valuation reserve are calculated, with
consideration to local investments of 24% and foreign investments of 10%.
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22. Earnings Per Share

The details for this items are as follows:

Balance - beginning of the year

Number of shares

Earnings per Share for the Year (Basic and Diluted)

2017 2016
D D
3,187,779 3,414,178

35,000,000 35,000,000

0.091

0.098

23. Balances and Transactions with Related Parties

The details for balances and transactions with related parties during the year are

as. follows:

December 31, 2017
Statement of Financial Position Items
Checks under collection

Accounts receivable from financing activities-net *
Customers’ investments accounts

Income Statement Items
Revenue from financing activities

Investment accounts owners’ share of revenue
Dividends distribution
Murabaha percéntage on accounts receivable (7%)

Dividends distribution percentage (4.25% - 6.75%)

December 31, 2016

Statement, of Financial Position Items
Checks under collection -

Accounts receivable from financing activities-net *
Customers’ investments accounts
Income Statement Items

Revenue from financing activities
Investment accounts owners’ share of revenue

Divider_lds distribution

Murabaha percentage on accounts receivable (5.25%)

Dividends distribution percentage (4% - 7%)

Executive Company's Other Related
Management Employees _ Parties ** Total
D D i[>} D
29,601 176,532 - 206,133
- - 4,600,000 4,600,000
2,477 20,206 - 22,503
- - 100,271 100,271
- - 233,272 233,272
- - 5,338,775 5,338,775
19,359 128,544 - 147,903
- - 3,388,946 3,388,946
2,239 11,300 159,602 173,141
= - 123,518 123,518
- - 177,617 177,617

* After deducting deferred revenues.
**  Other parties include companies partially owned by members and relatives of the

Board of Directors.

- The salaries and other remunerations of executive management amounted to
1D 282,648 during the year 2017 (JD 304,386 during the year 2016),
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24. Rijsk Management
Financial instruments

The Company's principal financial assets are cash, bank balances, checks under
collection, investments in financial assets at fair vaiue through the statement of
income, financial assets at fair value through other comprehensive income, and
accounts receivable from financing activities.

Capital Risk Management

The Company manages its capital to ensure that it will be able to continue as a going
concern and maximize the return to the beneficiaries by optimizing the balance
among assets, liabilities and shareholders’ equity.

The following table shows the percentage of liabilities to shareholders' equity as of
December 31, 2017 and 2016: '

December 31,

2017 2016
D D

Customers’ investment accounts 10,384,223 9,949,904
Income tax provision 904,815 795,712
Other credit balances 3,036,787 2,769,772
14,325,825 13,515,388
Shareholders’ equity 50,672,624 49,481,887

Liabilities to shareholders’ equity ratio 28.3% 27.3%

Liquidity Risk

Liquidity risk, also referred to as funding risk, is the risk that the Company -will
encounter difficulty in raising funds to meet its commitments , and Liquidity risk may
arise as a result of the interruption of some funding sources resulting from
unexpected events or disturbances in the market ,and The Company manages
liquidity risks through maintaining adequate reserves, continuously monitoring
forecast and actual cash flows, and matching the maturities of financial assets and
financial liabilities by diversify funding sources and maintain high liquidity assets that
are readily transferred to cash. '

The following table details the contractual maturities of the Company's financial
liabilities as at 31 December 2017 and 2016:

More than ‘More than
One year One year two years Total
‘Customers’ Investment Accounts . JD JD D D
December 31, 2017 8,920,123 1,334,100 130,000 10,384,223
December 31, 2016 7,830,601 143,000 1,976,303 9,949,904

Credit Risk

Credit risk refers to the risk that the counterparty will default on its contractual
obligations resulting in financial loss to the Company. The Company has adopted a
policy of dealing with only creditworthy counterparties as a means of mitigating the
risk of financial loss from defauits.

The Company deposits cash and revenue with reputable and trustworthy financial
institutions.
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Credit concentration risk arises when customers engage in the same activity or the same
geographical area, or have the same economic characteristics. All of this may affect their
ability to meet their contractual obligations, as they are affected by the same political and
economic changes. Moreover, concentration credit risk represents the Company’s
sensitivity to the impact on developments affecting a particular industry or geographical

area.

There are credit concentrations of approximately JD 26.7 million, representing 46.6% of
total receivables from financing activities, after deducting deferred revenue, granted to
only ten customers, noting that there is a guarantee for most of these receivables as of

December 31, 2017.

- The following table shows the distribution of the Company
geographical segment as of December 31, 2017 and 2016:

's revenues and assets by

Inside the Outside the

kingdom . kingdom Total
December 31, 2017 D D - JD
Total revenue 6,051,497 1,650 6,053,147
Total assets 63,572,039 1,427,437 64,999,476
December 31, 2016
Total revenue 6,313,516 94,990 6,408,506
Total assets 61,812,873 1,184,402 62,997,275

The following table shows the concentration of the credit exposures of finar"ncia‘l assets by

geographical segment as at 31 December 2017 and 2016:

Inside the . Outside the
kingdom . kingdom Total
December 31, 2017 D JD D
Cash on hand and at banks 529,598 - 529,598
Accounts receivable from financing ‘
activities * 52,426,650 = 52,426,650
Financial assets at fair value through
income Statement 35,619 33,240 68,859
Due from brokerage companies - 5,255 5,255
Financial assets at fair value through
other comprehensive income 4,339,648 1,331,351 5,671,001
57,332,517 1,368,846 58,701,363
Inside the Outside the
kingdom kingdom Total
December 31, 2016 D D D
Cash on hand and at banks 3,502,514 3,502,514
Checks under collection 5,338,775 - 5,338,775
Accounts receivable from financing
activities * 42,675,981 - 42,675,981
Financial assets at fair value through .
income Statement _ 80,526 31,588 112,114
Due from brokerage companies - 5,279 5,279
Financial assets at fair value through
other comprehensive income 4,046,855 1,147,535 5,194,390
- 55,644,651 1,184,402 .56,829,053

* After deducting provision for doubtful debts from receivables and deferred revenue.

t24 -



The following table shows the concentration of the credit exposures of financial assets Iby
economic segment as at December 31, 2017 and 2016:

December 31, 2017

Cash on hand and at banks

Accounts receivable from financing
activities * _
Financial assets at fair value through
income Statement

Due from brokerage companies
Financial assets at fair value through
‘other comprehensive income

December 31, 2016
Cash on hand and at banks

Checks under collection

Accounts receivable from financing
activities * o

Financial assets at fair value through
income Statement

Due from brokerage companies
Financial assets at fair value through
other comprehensive income

Financial Manufacturing Services Total
D D D D
529,598 - - 529,598
- - 52,426,650 52,426,650
35,582 28,139 5,138 . 68,859
- - 5,255 5,255
1,170,241 - 4,500,760 5,671,001
1,735,421 28,139 56,937,803 58,701,363
Financial Manufacturing Services Total
"ID D D D
3,502,514 - - 3,502,514
- - 5,338,775 5,338,775
- - 42,675,981 42,675,981
45,226 60,413 6,475 112,114
. - 5,279 5,279
958,839 - 4,235,551 5,194,390
4,506,579 60,413 52,262,061 56,829,053

*  After deducting provision for doubtful debts from receivables and deferred revenue.

Market risk

The Company follows risk management policies within a specific strategy. Moreover, the
Company’s management controls risk and optimizes the distribution of financial assets
and financial liabilities. These risks include interest rate risk, currency exchange risk, and
the risk of share price fluctuations. '

Foreign currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates, the company does not deal in foreign currencies in its
activities and therefore there is no foreign currency risk on the company

Risk_of change in share prices

Share price risk is the decline in the fair value of shares due to changes in shares. indices
and changes in the value of individual shares.

-25-



The change in the financial market index as of the financial statements date is the impact
of a +5% increase or -5% decrease

The following is the impact on gains, losses and shareholders’ equity:

Effects on gains Effects on
2017 Change in index and losses shareholders’ equity
D D
Financial market Increase 5% 3,443 252,111
Financial market Decrease (5%) (3,443) 252,111
Effects on gains Effects on
12016 Change in index and losses shareholders’ equity
D D
Financial market Increase 5% 5,606 228,050
Financial market Decrease (5%) (5,606) (228,050)

Return risk
Return risk is the risk arising from changes in interest rates that affect the Company's

future profits. To reduce the impact of return risk, the Company diversifies its assets and
matches the maturities of assets and liabilities.

25. Information about the Company's business segments:

The Company operates through two main activities:

1. Financing activities
Includes following-up on clients and granting them credit.

2. Investment activity
Includes investment in different financial instruments.
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December 31, 2017
Assets
Cash on hand and at banks

Accounts receivable from financing activities *

Due from brokerage companies

Other debit balances

Deferred tax assets ..

Financial assets at fair value through statement of income
Financial assets at fair value throtigh other comprehensive income
Intangible assets

Property and equipment

Total Assets

* After deducting provision for doubtful debts and deferred
revenue.

Liabilities

Customers’ investment accounts

Income tax provision

Other credit balances
Total liabilities
Net

December 31, 2016
Assets
Cash on hand and at banks

Checks under collection

Accounts receivable from financing activities *

Due from brokerage companies

Other debit balances

Deferred tax assets

Financial assets at fair value through statement of income
Financial assets at fair value through other comprehensive income
Intangible assets

Property and equipment

Total Assets
* After deducting provision for doubtful debts and deferred

revenue.

Liabilities
Customers’ investment accounts
Income tax provision

Other credit balances
Total liabilities
Net
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More than

For One Year One Year Total

i]») D . D
529,598 - 529,598
27,114,635 25,130,015 52,426,650
5,255 - 5,255
2,106,004 219,250 2,325,254
- 3,432,211 ‘3,432,211
68,859 - 68,859
- 5,671,001 5,671,001
. 11,114 11,114
- 528,534 528,534
29,824,351 35,174,125 - 64,998,476
8,697,115 1,687,108 10, 384,223
904,842 - 904,842
1,999,252 1,037,535 ' 3,036,787
11,601,209 2,724,643 14,325,852
18,223,142 32,449,482 50,672,624

More than

For One Year One Year Total

o - o) "ID
3,502,514 - 3,502,514
5,338,775 - 5,338,775
22,547,566 20,128,415 42,675,981
5,279 . . 5,279
1,815,376 236,668 2,052,044
- 3,430,863 3,430,863
112,114 - 112,114
- 5,194,390 5,194,390
. © 24,446 24,446
. . 660,869 660,869
33,321,624 29,675,651 62,997,275
8,058,471 1,891,433 9,949,904
795,712 - 795,712
1,715,829 1,053,943 2,769,772
10,570,012 2,945,376 13,515,388
22,751,612 26,730,275 49,481,887




27. Contingent Liabilities
The Company had contingent liabilities on the financial position date, as follows:

December 31,

2017 2016
D D
Letters of credit * 130,994 370,446
Banks guarantees 687,300 332,300
Less: refundable deposits (643,230) (377,825)
175,064 324,921

* Letters of credit represent ceiling for the Company’s customers of JD 1,500,000 at
Jordan Kuwait Bank and JD 1.250,000 at Al-Rajhi bank.

28. Legal Cases

- There are lawsuits against the Company of 1D 15,890, claiming labor rights. These
lawsuits were pending at the Magistrate Court of Amman as of December 31, 2016.
In the opinion of the Company’s management, no provisions are required against
these cases. '

- The Company has raised several cases against defaulting customers. These cases
amounted to approximately JD 12,856,925 as of December 31, 2017 (D 11,683,237
as of December 31, 2016). - ' '

29.a New and revised IFRSs applied with no material effect on the consolidated
financial statements '

The following new and revised IFRSs, which became effective for annual periods beginning

on or after January 1, 2017, have been adopted in these consolidated financial statements.

Amendments to IAS 12 Income Taxes Recognition of Deferred Tax Assets for
Unrealised Losses '

The Company has applied these amendments for the first time in the current year. The
amendments clarify how an entity should evaluate whether there will be sufficient future
taxable profits against which it can utilise a deductible temporary difference.

The application of these amendments has had no impact on the Company’s consolidated
financial statements.

Amendments to IAS 7 Disclosure Initiative

The Company has applied these amendments for the first time in the current year. The
amendments require an entity to provide disclosures that enable users of the financial
statements to evaluate changes in liabilities arising from financing activities, including both
cash and non-cash changes.

Annual Improvements to IFRS Standards 2014-2016 Cycle - Amendments to

IFRS 12

The Company has applied the amendments to IFRS 12 included in the Annual
Improvements to IFRSs 2014-2016 Cycle for the first time in the current year. The other
amendments included in this package are not yet mandatorily effective and they have not
been early adopted by the Company.
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IFRS 12 states that an entity need not provide summarised financial information for
interests in subsidiaries, associates or joint ventures that are classified (or included in a
disposal group that is classified) as held for sale. The amendments clarify that this is the
only concession from the disclosure requirements of IFRS 12 for such interests.’

The application of these amendments has had no effect on the Company’s financial
statements as none of the Group’s interests in these entities are classified, or included in
a disposal group that is classified, as held for sale.

29.b New and revised IFRS in issue but not yet effective
The Company has not yet applied the following new and revised IFRSs that have been
issued but are not yet effective:

Annual Improvements to IFRS Standards 2014 - 2016 Cycle amending IFRS 1
and IAS 28

The improvements include the amendments on IFRS 1 and IAS 28 and they are effective
for annual periods beginning on or after January 1, 2018.

Annual Improvements to IFRS Standards 2015-2017 .
The improvements include the amendments on IFRS 3, IFRS 11, IAS 12 and IAS 23 and
they are effective for annual periods beginning on or after January 1, 2018,

IFRIC 22 Foreign Currency Transactions and Advance Consideration

The interpretation addresses foreign currency transactlons or parts of transactions

where:

+ there is consideration that is denominated or priced in a foreign currency;

¢ the entity recognises a prepayment asset or a deferred income liability in respect
of that consideration, in advance of the recognition of the related asset, expense
or income; and

o the prepayment asset or deferred income liability is non-monetary.

The interpretation is effective for annual periods beginning on or after January 1, 2018.

IFRIC 23 Uncertainty over Income Tax Treatments

The interpretation addresses the determination of taxable profit (tax loss), tax bases,

unused tax losses, unused tax credits and tax rates, when there is uncertainty over

income tax treatments under IAS 12, It specifically considers:

e Whether tax treatments should be considered collectively;

e Assumptions for taxation authorities' examinations; -

e The determination of taxable profit (tax loss), tax bases, unused tax losses, unused
tax credits and tax rates; and

e The effect of changes in facts and circumstances.

The interpretation is effective for annual periods beginning on or after January 1, 2019,

Amendments to IFRS 2 Share Based Payment

The amendments are related to classification and measurement of share based payment
transactions and they are effective for annual periods beginning on or after January 1,
2018.

Amendments to IFRS 4 Insurance Contracts

The amendments relating to the different effective dates of IFRS 9 and the forthcoming
new insurance contracts standard and they are effective for annual periods beginning on
or after January 1, 2018.
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Amendments to IAS 40 Investment Property

Paragraph 57 has been amended to state that an entity shall transfer a property to, or
from, investment property when, and only when, there is evidence of a change in use. A
change of use occurs if property meets, or ceases to meet, the definition of investment
property. A change in management’s intentions for the use of a property by itself does not
constitute evidence of a change in use. The paragraph has been amended to state that the
list of examples therein is non-exhaustive.

The Amendments are effective for annual periods beginning on or after January 1, 2018.

Amendments to IAS 28 Investment in Associates and Joint Ventures .

The amendments are related to long-term interests in associates and joint ventures. These
amendments clarify that an entity applies IFRS 9 Financial Instruments to long-term
interests in an associate or joint venture that form part of the net investment in the
associate or joint venture but to which the equity method is not applied.

The Amendments are effective for annual periods beginning on or after January 1, 2019.

IFRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognise, measure, present. and disclose
leases. The standard provides a single lessee accounting. model, requiring lessees to
recognise assets and liabilities for all leases unless the lease term is 12 months or less or
the underlying asset has a low value. Lessors continue to.classify leases as operating or
finance, with IFRS. 16’s approach to lessor accounting substantially unchanged from its
predecessor, IAS 17.

The Company will apply IFRS 16 in the effective date which is the annual periods beginning
on or after January 1, 2019 The Company is in the process of evaluating the impact of
IFRS 16 on the Company's financial statements.

Amendments to IFRS 9 Financial Instruments

The amendments are related to prepayment features with negative compensation. This
amends the existing requirements in IFRS 9 regarding termination rights in order to allow
measurement at amortised cost (or, depending on the business model, at fair value
through other comprehensive income) even in the case of negative compensation
payments.

The Amendments are effective for annual periods beginning on or after January 1, 2019.

IFRS 9 Financial Instruments (revised versions in 2009, 2010, 2013 and 2014)
IFRS 9 .issued in November 2009 introduced new requirements for the classification
and measurement of financial assets. IFRS 9 was subsequently amended in October
2010 to include requirements for the classification and measurement of financial
liabilities and for derecognition, and in November 2013 to include the new requirements
for general hedge accounting. Another revised version of IFRS 9 was issued in July
2014 mainly to include a) impairment requirements for financial assets and b) limited
amendments to the classification and measurement requirements by introducing a ‘fair
value through other comprehensive income’ (FVTOCI) measurement category for
certain simple debt instruments. '
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A finalised version of IFRS 9 which contains accounting requirements for financial
instruments, replacing IAS 39 Financial Instruments: Recognition and Measurement.,
The standard contains requirements in the following areas:

» Classification and measurement: Financial assets are classified by reference to
the business model within which they are held and their contractual cash flow
characteristics. The 2014 version of IFRS 9 introduces a 'fair value through other
comprehensive income' category for-certain debt instruments. Financial liabilities
are classified in a similar manner to under IAS 39, however there are differences
in the requirements applying to the measurement of an entity's own credit risk.

« Impairment: The 2014 version of IFRS 9 introduces an 'expected credit loss'
model for the measurement of the impairment of financial assets, so it is no longer
necessary for a credit event to have occurred before a credit loss is recognised

« Hedge accounting: Introduces a new hedge accounting model that is designed to
be more closely aligned with how entities undertake risk management activities
when hedging financial and non-financial risk exposures.

« Derecognition: The requirements for the derecognition of financial assets and
liabilities are carried forward from IAS 39.

The Company adopted IFRS 9 (phase 1) that was issued in 2009 related to classification
and measurement financial assets, the company will adopt the finalised version of IFRS 9
from the. effective date of January 1, 2018; apply it retrospectively and recognize the
cumulative effect of initially applying this standard as an adjustment to the opening
balance of retained earnings as of January 1, 2018.

The Company is continuing to analyze the impact of the changes and currently does not
consider it likely to have a major impact on its adoption. This assessment is based on
currently available information and is subject to changes that may arise when the Company
presents its first financial statements as on December31, 2018 that includes the effects of
it application from the effective date. '

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single comprehensive model for
entities to use in accounting for revenue arising from contracts with customers. IFRS 15
will supersede the current revenue recognition guidance including IAS 18 Revenue, 1AS
11 Construction Contracts and the related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or
services. Specifically, the standard introduces a 5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

-Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognise revenue when (or as) the entity satisfies a performance obllgatlon

Under IFRS 15, an entity recognises when (or as) a performance obligation is satisfied,
i.e. when ‘control’ of the goods or services underlying the particular performance obligation
is transferred to the customer, Far more prescriptive guidance has been added in IFRS 15
to deal with specific scenarios. Furthermore, extensive disclosures are. required by IFRS
15.

-32-



IFRS 15 may be adopted retrospectively, by restating comparatives and adjusting retained
earnings-at the beginning of the earliest comparative period. - Alternatively, IFRS 15 may
be adopted as of the application date on January 1, 2018, by adjusting retained earnings
at the beginning of the first reporting year (the cumulative effect approach).

The Company intends to adopt thé standard using the cumulative effect approach, which
means that the Company will recognize the cumulative effect of initially applying this
standard as an adjustment to the opening balance of retained earnings of the annual
reporting period that includes the date of initial application. The Company is continuing to
analyze the impact of the changes and its impact will be disclosed: in the first financial
statements as of December 31, 2018 that includes the effects of it application from the
effective date.

Amendments to IFRS 15 Revenue from Contracts with Customers
The amendments are to clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations, -and licensing) and to provide some
transition relief for modified contracts and completed contracts. '

The Amendments are effective for annual periods beginning on or after January 1, 2018.

Ameéndments to IFRS 7 Financial Instruments: Disclosures
The amendments are related to disclosures about the initial application of IFRS 9. The
Amendments are effective when IFRS 9 is first applied

IFRS 7 Financial Instruments: Disclosures

The amendments are related to the additional hedge accounting disclosures (and
consequential amendments) resuiting from the introduction of the hedge accounting
chapter in IFRS 9. The Amendments are effective when IFRS 9 is first applied

IFRS 17 Insurance Contracts .
IFRS 17 requires insurance liabilities to be measured at a current fulfillment value and
provides a more uniform measurement and presentation approach for all insurance
contracts. These requirements are designed to achieve the goal of a consistent, principle-
based accounting for insurance contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts

as of January 1_, 2021.

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

The amendments are related to the treatment of the sale or contribution of assets from
and investor to its associate or joint venture.

The Amendments effective date deferred indefinitely and the adoption is still permitted.

Management anticipates that these new standards, interpretations and amendments will
be adopted in the Company’s financial statements as and when they are applicable and
adoption of these new standards, interpretations and amendments, except for IFRS 9,
IFRS 15 and IFRS 16 as highlighted in previous paragraphs, may have no material impact
on the financial statements of the Company in the period of initial application.

Management anticipates that IFRS 15 and IFRS 9 will be adopted in.the Company’s
financial statements for the annual period beginning January 1, 2018 and that IFRS 16 will
be adopted in the Company’s financial statements for the annual period beginning January
1, 2019.
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30. Fair Value Hierarchy

Fair value of financial assets measured at fair value on a recurring basis
Some of the Company’s financial assets are measured at fair value at the end of
each financial period. The following table illustrates how the fair values of these

financial assets are determined:

December 31,

Relationship of

2017 2016 Significant Unobservable
Fair Value Valuation Unobservable  Inputs to Fair
Financial Assets Fair Value Fair Value Hierarchy Technique Inputs Value
- ID D
Financial assets at fair value
through statement of income:
Prices
Shares with available market prices 68,859 112,114 Level 1 anno_t_mced_ at  Not-applicable Not applicable
the financial
market
Financial assets at fair value
through other comprehensive
income:
Prices
Shares with available market prices 4,038,975 4,561,007 Level 1 atrf:réo;;:acre\éjiaalt Not applicable  Not applicable
market
Equity method
based on the Not licabl .
Share without available market prices 1,632,026 633,383 Level 2 latest audited  '\Ot @Pplicable  Not applicable
financial
statements
Total financial assets at fair value 5,739,860 5,306,504

No transfers between Level 1 and Level 2 were made during 2017 and 2016.

b. Fair value of financial assets and financial liabilities not measured at fair value on a

recurring basis

Except as detailed in the following table, the Company considers that the carrying
amounts of the financial assets and financial liabilities recognized in the financial

statements approximate their fair value:

December 31,

Financial assets not calculated at fair value:

Assets seized by the Company

against due balances

2017, 2016
Fair
Book Fair Fair Value
Value - Value Book Value Value Hierarchy
D D D D '
1,036,060 1,049,000 1,036,060 1,049,000 Level 2
1,036,060 1,049,000 1,036,060 1,049,000
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