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Report on Review of the Condensed Interim Consolidated Financial Statements

To The Board of Directors

Arab East for Real Estate Investments PLC
Public Shareholding Company

Amman - Jordan

Introduction

We have reviewed the accompanying condensed interim consolidated financial statements of Arab East for Real Estate
Investments PLC, comprising the interim consolidated statement of financial position as at 30 September 2018 and the
related interim consolidated statement of profit or loss, interim consolidated statement of comprehensive income,
interim consolidated statement of changes in equity and interim consolidated statement of cash flows for the nine
months period then ended and the notes about condensed interim consolidated financial statements . Management is
responsible for the preparation and presentation of these condensed interim consolidated financial statements in
accordance with International Accounting Standard number (IAS 34) “Interim Financial Reporting”. Our responsibility
is to express a conclusion on this condensed interim consolidated financial statement based on our review.

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed
interim financial statements are not prepared, in all material respects, in accordance with International Accounting
Standard number (IAS 34} “Interim Financial Reporting”.

Emphasis of Matters

- The accompanying condensed interim consolidated financial statements include projects under development
registered in the name of Housing and Urban Development Corporation amounting to JOD (2,196,190), and projects
under development registered in the name of Jordan Engineers Association amounting to JOD (1,146,593) against
signed agreements with those parties.

- The accompanying condensed interim consolidated financial statements include a land registered in the name of Real
Estate Development Company (parent company) amounting to JOD (3,933,017). The Company maintains confirmation
letter regarding the full authorization use of the land.

9 October 2018 ofessionals
Ibrahim Hammoudeh

License No. (606)

Amman - Jordan

DO GGi

{INDEPENDENT MEMBER




Arab East for Real Estate Investments
Public Shareholding Company
Interim consolidated statement of financial position

(In Jordanian Dinar)

30 September 31 December
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2018 2017
Assels {Unaudited) {Audited)
Non - Current Assets
Investment properties in lands 8,481,344 8,480,809
Projects under development 3,342,783 3,342,783
Property and equipment 1 1
Amounts due from related parties 10,058,371 10,050,362
Investment in associate companies 35,726 34,809
Financial assets at fair value through other comprehensive income 1,177,544 1,180,092
Total Non - Current Assets 23,095,769 23,098,856
Current Assets
Lands held for sale 9,248,425 9,248,425
Receivables and other assets 281,518 286,440
Financial assets at fair value through statement of profit or loss 2,129,403 2,214,483
Cash and cash equivalents 10,921 170,914
Total Current Assets 11,670,267 11,920,262
Total Assets 34,766,036 35,019,118
Equity and Liabilities
Shareholder's Equity
Paid - in capital 9,996,082 9,996,082
Additional paid - in capital 2,397,733 2,397,733
Statutory reserve 4,211,707 4,211,707
Voluntary reserve 8,340,577 8,340,577
Cumulative change in fair value of financial assets ( 640,880) ( 638332)
Accumulated (losses) earnings ( 171,026) 89,898
Total Shareholder’s Equity 24,134,193 24,397,665
Non-controlling interest 498,341 499,352
Total Equity 24,632,534 24,897,017
Liabilities
Non - Current Liabilities
Deferred revenues 387,011 387,011
Amounts due to related parties 5,429,798 5,485,830
Bank facilities - long term 586,223 1,103,968
Total Non - Current Liabilities 6,403,032 6,976,809
Current Liabilities
Payables and other liabilities 3,130,470 2,995,292
Bank facilities - short term 600,000 150,000
Total Current Liabilities 3,730,470 3,145,292
Total Liabilities 10,133,502 10,122,101
Total Equity and Liabilities 34,766,036 35,019,118

-3-

“The accompanying notes from (1} to (4) are an integral part of these condensed interim consolidated financial statements and read with review report”



Arab East for Real Estate Investments
Public Shareholding Company
Interim consolidated statement of profit or loss (Unaudited)

(In Jordanian Dinar)
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For the three months ended For the nine months ended
30September 30 September 30 5eptember 30 September
2018 2017 2018 2017
Properties sales - - - 970,407
Properties cost of sales - - - { 1,027.131)
Gross Loss - - - ( 56,724)
Changes in fair value of financial assets at fair value through profit or loss 110,702 4,714 { 85,080) 587,496
Company’s share from assodiate companies operations 1,146 3 17 ( 837)
Provision for doubtful accounts 20,724 - ( 1991) -
Unneeded provision for doubtful accounts - ( 12439 - 32,860
Unneeded provision of lands cost impairment losses - - - 98,166
Administrative expenses ( 37491) { 38810} { 93,347) { 108,792)
Finance costs { 2B,666) { 28,361) { 82,556) { 96,431)
Other revenues 73 232 122 2,346
{Loss) profit for the period 66,488 { 74,661} (  261,935) 458,084
Attributable to :
Shareholders of the Company 28,118 { 51,108) ( 260,924) 404,115
Non-controlling interest 38,370 (  23,553) { 1,011) 53,969
66,488 { 74,661) { 261,935) 458,084

Basic and diluted (Yosses) earnings per share 0.003 ( 0.005) ( 0.026) 0.040

“The accompanying notes from (1) to (4) are an integral part of these condensed intenm consolidated financial statements and read with review report”



[ Arab East for Real Estate Investments
Public Shareholding Company
Interim consolidated statement of comprehensive income (Unaudited)

[ {In Jordanian Dinar)
For the three months ended For the nine months ended
30September  30September  30September 30 September
2018 207 2018 2017

{Loss) profit for the period 66,488 {  74,661) ( 261,935) 458,084
Other comprehensive income:
Changes in fair value of financial assets through other comprehensive income 182,468 { 103,205) (23548} 263,916
Total comprehensive income (loss) for the period 248,956 { 177,866) { 264,483) 722,000
Attributable to :
Sharcholders of the Company 214,586 { 154313) ( 263,472) 668,031
Non-controlling interest 38,370 {  23,553) { 1,011) 53,969
Total 248,956 (  177,866) { 264,483) 722,000
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“The accompanying notes from (1) to (4) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Arab East for Real Estate Investments
Public Shareholding Company
Interim consolidated statement of cash flows (Unaudited)

(In Jordanian Dinar)

30 September 30 September
2018 2017

Operating Activities
(Loss) profit for the period ( 261,935) 458,084
Changes in fair value of financial assets at fair value through profit or loss 85,080 ( 587,496)
Provision for doubtful accounts 1,991 -
Company’s share from associate companies operations { 917) 837
Lands sales losses s 56,724
Unneeded provision of lands cost impairment losses - ( 98,166)
Unneeded provision for doubtful accounts - ( 32,860)
Changes in Working Capital
Financial assets at fair value through statement of profit or loss - 1,057
Lands held for sale - { 40,225)
Receivables and other assets 4,922 { 5,755)
Payables and other liabilities 135,178 2,661
Net cash flows used in operating activities ( 35,681) ( 245,139)
Investing Activities
Investment properties and projects under development { 535) 707,373
Financing Activities
Bank facilities ( 67,745) ( 529,122)
Amounts due from /to related parties { 56,032) ( 83358)
Net cash flows used in financing activities (  123,777) ( 612,480)
Change in cash and cash equivalents ( 159,993) ( 150,246)
Cash and cash equivalents, beginning of year 170,914 167,899
Cash and cash equivalents, end of period 10,921 17,653

“The accompanying notes from (1) to (4) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Arab East for Real Estate Investments
Public Shareholding Company
Notes to the condensed interim consolidated Financial statements (Unaudited)
30 September 2018

{In Jordanian Dinar)

. General

Arab East for Real Estate Investments Company PLC was established on 16 February 2004 as a Public
Shareholding Company and registered at the Ministry of Trade and Industry under number (348). The
Company head office is in the Hashemite Kingdom of Jordan. The Company's main objective is exercising all
real estate investment activities.

The Company stocks are listed in Amman Stock Exchange - Jordan.

The accompanying consolidated financial statements are consolidated with the parent's Company financial
statements (Real Estate Development Company PLC) which owns (69.553%) of the Company's shares.

The condensed interim consolidated financial statements have been approved for issue by the Company’s
Board of Directors on 9 October 2018.

. Summary of Significant Accounting Policies

Basis of Preparation

The condensed interim consolidated financial statements of the Company have been prepared in accordance
with IAS 34 Interim Financial Reporting. They do not include all of the information required in annual
financial statements in accordance with IFRS, and should be read in conjunction with the financial statements
of the Company for the year ended 31 December 2017.

The condensed interim consolidated financial statements have been prepared on a historical cost basis except
for investment securities, which have been measured at fair value.

The condensed interim consolidated financial statements are presented in Jordanian Dinar which is the
functional currency of the Company.

Principles of Consolidation

The condensed interim consolidated financial statements comprise of the interim financial statements of the
Company and its subsidiaries where the Company has the power to govern the financial and operating
policies of the subsidiaries so as to obtain benefits from their activities. The financial statements of the
subsidiaries are prepared for the same reporting year as the Company using consistent accounting policies.
All balances, transactions, income, and expenses between the Company and its subsidiaries are eliminated.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Company
obtains control, and continue to be consolidated until the date that such control ceases.

The results of operations of the subsidiaries are consolidated in the consolidated statement of profit or loss
from the acquisition date which is the date on which control over subsidiaries is transferred to the Company.
The results of operation of the disposed subsidiaries are consolidated in the comprehensive income to the
disposal date which is the date on which the Company loses control over the subsidiaries.
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Arab East for Real Estate Investments PLC
Notes to the condensed interim consolidated financial statements (Unaudited)
30 September 2018

The following subsidiaries have been consoclidated:

Company Ownership  Paid capital Activity
Al Fanneyyah Lelmantojat Al Kharasaneyah LLC 50% 700,000 Real estate development
Al - Molheq for Real Estate Investments LLC 4% 10,000 Real estate development
Daret Amman for Housing Projects LLC 58% 10,000 Real estale development
Noor Al Sharq for Real Estate Investments LLC 61% 10,000 Real estate development
Dghaileeb for Real Estate Investments LLC 100% 10,000 Real estate development
Asrar for Real Estate Investments LLC 100% 10,000 Real estate development
Al - Ifsah for Real Estate Investments LLC 50% 10,000 Real estate development

All of the above mentioned companies registered and operates inside of the Hashemite Kingdom of Jordan.

Changes in Accounting Policies

The accounting policies adopted in the preparation of the interim condensed financial statements are consistent
with those followed in preparation of the Company’s annual financial statements for the year ended 31 December
2017, except for the adoption of new standards effective as of 1 January 2018:

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing together all three aspects of the accounting for financial
instruments: classification and measurement; impairment; and hedge accounting.

The Company had previously implemented the first phase of IFRS 9 as issued during 2009. The date of initial
implementation of the first phase of IFRS 9 was 1 January 2011.

The standard eliminates the use of the IAS 39 incurred loss impairment model approach, uses the revised hedge
accounting framework, and the revised guidance on the classification and measurement requirements.

Impairment of financial assets

The Company has changed the loan loss impairment method by replacing IAS 39's incurred loss approach with
an expected credit loss approach as described by the provisions of IFRS 9.

The expected credit loss allowance is based on the credit losses expected to arise over the life of the asset (the
lifetime expected credit loss), unless there has been no significant increase in credit risk since origination, in
which case, the allowance is based on the 12 months’ expected credit loss.

The 12 months’ expected credit loss is the portion of lifetime expected credit loss that represent the expected
credit loss that result from default events on a financial instrument that are possible within the 12 months after
the reporting date.

The Company has established a policy to perform an assessment, at the end of each reporting period, of whether
a financial instrument’s credit risk has increased significantly since initial recognition, by considering the change
in the risk of default occurring over the remaining life of the financial instrument.

Based on the above process, the Company groups its assets that are subject to impairment test into Stage 1, Stage
2, and Stage 3 as described below:

Stage 1. Includes financial instruments that have not deteriorated significantly in credit quality since initial
recognition or that has low credit risk at the reporting date. At this stage, a 12-month expected credit losses are
recognized and interest revenue is calculated on the gross carrying amount of the asset.

Stage 2: Includes financial instruments that have deteriorated significantly in credit quality since initial
recognition but that do not have objective evidence of a credit loss event. At this stage, a lifetime expected credit
losses are recognized Interest revenue is still calculated on the assel's gross carrying amount.

Stage 3: Includes financial assets that have objective evidence of impairment at the reporting date. At this stage, a
lifetime expected credit losses are recognized Interest revenue is calculated on the net carrying amount (i.e.
reduced for expected credit losses).
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Arab East for Real Estate Investments PLC
Notes to the condensed interim consolidated financial statements (Unaudited)
30 September 2018

Amendments to IAS 40 Transfers of Investment Property

The amendments clarify when the Company should transfer property, including property under construction or
development into, or out if investment property. The amendments state that a change in use occurs when the
property meets, or ceases to meet, the definition of investment property and there is evidence of the change in
use. A mere change in management's intentions for the use of property does not provide evidence of a change in
use,

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

Amendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-based payment transaction, the classification of a share-
based payment transaction with net settlement features for withholding tax obligations; and accounting where a
modification to the terms and conditions of a share-based payment transaction changes its classification from cash
settled to equity settled. On adoption, entities are required to apply the amendments without restating prior
periods, but retrospective application is permitted if elected for all three amendments and other criteria are met.

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

Use of Estimates

Preparation of the interim consolidated financial statements and the application of accounting polices require the
Company's management to estimate and assess some items affecting financial assets and liabilities and to disclose
contingent liabilities. These estimates and assumptions also affect certain elements of the Company's assets,
liabilities and provisions, and revenue and expenses, and require estimating and assessing the amounts and
timing of future cash flows. The mentioned estimates and assumptions are based on multiple factors with varying
degrees of assessment and uncertainty. Moreover, the actual results may differ from the estimates due to the
changes resulting from the conditions and circumstances of those estimates in the future.

Management believes that the estimates are reasonable and are as follows:

Management reviews periodically the tangible assets in order to assess the depreciation for the year based on the
useful life and future economic benefits. Any impairment is taken to the interim consolidated statement of profit
or loss.

The measurement of impairment losses under IFRS 9 requires judgment, in particular, the estimation of the
amount and tming of future cash flows and collateral values when determining impairment losses and the
assessment of a significant increase in credit risk. These estimates are driven by a number of factors, changes in
which can result in different levels of allowances. Elements of the expected credit loss model that are considered
accounting judgments and estimates include Probability of default (PD), Loss given default (LGD)} and Exposure
at default (EAD).

3 . Tax Status

- The Company has settled its tax liability with Income Tax Department up to the year ended 2014,

- The income tax returns for the years 2015, 2016 and 2017 have been filed with the Income Tax Department but
the Department has not reviewed the Company’s records till the date of this report.

- No income tax provision have been taken on the Company's results of operations for the nine months ended
at 30 September 2018 as the Company’s expenses exceeded it’s taxable revenues,

-10-
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Arab East for Real Estate Investments PLC

Notes to the condensed interim consolidated financial statements (Unaudited)

30 September 2018

4 . Fair Value

The fair values of the financial assets and liabilities are not materially different from their carrying values as

most of these items are either short-term in nature or re-priced frequently.

Financial assets and financial liabilities measured at fair value in the consolidated interim statement of
financial position are grouped into three levels of a fair value hierarchy. The three levels are defined based

on the observe ability of significant inputs to the measurement, as follows:

* Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
* Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability,

either directly or indirectly.
* Level 3: unobservable inputs for the asset or liability.

30 September 2018 Level 1 Level2  Level3 Total
Financial assets at fair value through stalement of profit or loss 2,129,403 - - 2,129,403
Financial assets at fair value through other comprehensive income 1,177,544 - - 1,177,545
3,306,947 = - 1,306,947

31 December 2017 Level 1 Level 2 Level 3 Total
Financial assets at fair value through statement of profit or loss 2,214,483 - - 2,214, 483
Financial assets at fair value through other comprehensive income 1,180,092 - - 1,180,092
3,394,575 - - 3,394,575

-11-




