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V
!! Jordan Hotels & Tourism Co PLC

Thursday, March 28, 2019
Ref:1/13/ \oYy

Messrs. Amman Stock Exchange
Amman - Jordan

Sub: The 60* Annual Report for the fiscal year ended 31/12/2018

Attached is the 60" Annual Report for (Jordan Hotels & Tourism Company) for the fiscal
year ended 31/12/2018.

Kindly accept our appreciation and respect

Yassin Khalil Tathouni
Managing Director/ Vice Chairman

S i

CC.: Acc.

Jabal Amman, Al Sharif Hussein Bin Al Street, Astra Plaza Building No. 137 | PO.Box 35103, Amman 11180, Jordan | Tel: +962 6 4619696/7 | Fax:+962 6 4641371 Q'
Email, JHTC@zara.comjo \%
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JORDAN HOTELS AND TOURISM COMPANY
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INDEFENDENT AUDATOR'S REFORT
Ta the Shamheiders of

Jerdan Hotels and Towrsm Public Shareholding Company
Amman = Jordam

Ve have audeed the Knancipl Mimemanty of Jomden Holels and Touram Company (¥
‘Cormpaty™}, which comgrite the slatemet of inancal posdicon a4 & 31 Detenber 2078, and The
staterment of comprehensive income, strement of changes in equsty ared siatement of cash fows
for they year twen ended, and Roles bo B Enamcial sislements, induding a semmarny of sgnifcam
BEcounting polizias

in pur opimon. the accompanyng finencal statements presant farly, In all matenal respects, the
francial postion of e Company 38 8l 11 Dede=Der 2018, and 21 financyl pariomancs and 5§
-ﬂlhﬁﬂﬁhhﬂ-ﬂ“ﬂﬁlﬂﬂdhwmwrwmw
[IFRSs)

Baxss for Opinign

We comdurted our auddl in mccondancs with inDermational Siancdends on Audiling [ISA4). Our
resporlindies undar those siandards, are further desoribed in the Audbor's Resporsindibes for
the Awsdt of $ha Financial Statements seciion of cur repset. We are independent of the Company
in gcoordarce with the International Ethica Standards Baerd for AcCoumianis” Coge of EMfcs for
Profpssonad Accountants (|[ESBA Code] together with the sthical requirements that are relevars
by our st of the Tmancial sisiemenis in Jordan, and we have fulflied our ciher sthical
responehities in acooniance with Bhisgd roquindmanty and b IESEA Code Wi Debive T Tha
it pdenos we have cbbared @ sulficisn and appropnale o peovids & Backil I\ Gur Ooerion



Wy Aucd Mattors

Wy W maSens ane those mafiens That, i oo profeasasnal judgment, wens of most sgniicance
in out gy of the Erancial stalerments for the yaar ended 11 Decamber J0NE Thads =aden
wore pocressed i P contea of our gudd of the Anancal ssatements a8 a whola, and i formeng
oUr Dpinion thereon, and we Sa A0l BRovids 3 S0paFate opnion on these matters. For sach matler
balow, Our Sescription of how our audil addressad the malter prdnided in that contast

e s tufSled e IEponsilses descrbed in e Audilor s reaponsibiites for the audt ol the
fnancial stmiements sacton of ouf Feport. ircludng in relation to thess maiters. Accordingly, ouf
audH inciuded the parformance of procedurss desagrad 10 nespond (0 our Bssessment of thae risks
ol materal mastatemant of the financal staterrents. The rasults ¢f ol 3 proceduss, includerg
the procedurgs parfarmed 30 addrass tha malters balow, provide the bavs Mor our sudt cgenicn

on Bhe accompdeTging financgl walamants

i e

| Wy Audit item 1: Revenus Recognitian

of sarvices rendaned by not biled or recorded and

(2047 20 1R8I B2

| How tha ey sudit matier was sddroased in

tha audit

conirgis around Tevenue recognion and Key
manupl conirpls i the reverue meocognbion

| pocedures for e gross mamgin on @ manihly
Py be Ssubd for sarvices thal are ot rénde'sd | pauy for all types of revenus (Rooms, Food and |

piecess.  We parormed oetaded  anabyboal

Baveraged. and Othar deparments) Hanng budl
expeciations ahA Mvenue hgunes for the year
vwi pariomad substanti aivics pochIutes
using Bnanoal and nonsfinancial Rormat<n Ve
seloched and fesied & sampie of daly repors
bassd on which mvenve i3 necormded o ensure
progdd fEvenue recogniten We ssecied a |
| gample before and afier the o™ peresd io
assess whether the revenus was recognided in
el COITHE] pirind




EY

Deasluliv o T+
mre b el

Othar Infarmaticn includaed In the Compary™s 2018 amnual ol

Dener ivdgrmaton consasts of the informalbion mclkaded in tha BAfusl Regsr, S Than ™ Snanial
siemants and our suddor's report theneon. Maragemen! & respaniible [or he other infarmation
Tha Company’s annull repor o axpected 10 b made availabée 1o us afier the date of this audior's
nsport

enpress ary form of asssance CoNClulgn areon.

1 EOAReLem Wwiin o Bud® of ™Ta firancial siatements, ouf resporsdebly & 16 nied [P Gthar
inomation and. in 3o 8o, corider whater Tha cthar information is materially inconssstent with
iha fmancial stobements o oo kidwiadge URMED N e audd or oiherstss appears o De
reaspelly masimoed H, based on tha work wa Fgve ool we condude thad them s o
recthung 9 fepd in This regand

Reaponsibilities of Maragemani and Those Charged with Governance for the Financial
Statements

Management i responsibe for the preparaton and fair presentation of the francial statemants
in posrgance with IFRSs. and for such imemal cortrol &3 managemaent determires s necessary

bo erable e preparaton of financial staterments that ane Tres from madenal missiaiement,
whather due 15 fraud or erer,

In grepanng the francial slabsments, Managemant i3 responsitis for assessng the Compary's
abity 19 Sontfod BR & J3Ng concem, disclosing, B ADpACANN. matiens relalied to going concem
and using tha going concedn hasie of accounting uniess managemant &that Faends 10 Iquitice
trap Compary or 10 Dedse cReraliong. o has no reakstic altematyve tul lo do 8.

mwmwnwhmﬂﬁ:ﬂﬂFﬂwm
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Auditar's Respensibilities for the Audit of the Financial Statements

Owr sbjectives are o obtain reasonable assurance about whether the financial staberments as a
whicle are free from maleral msstatement, whether dus (o fravd o errcr, and |0 Ssue an audiors
resport thal inchodes Sur opinion

Bpassnaban Msuranca 8 8 Fgh el of assumands, Dol i ACL R guianies That an auct conduthed
i Bcordance Wi 1543 wil atwiy Sttt & material resstatenent whan i exsl Misslalements
can anse o Yaud oF §mol and ane conscerad materal d, rdivsdaally of i the apgregals, thay
©ould reascnably be expecied to influance Bhe S2oncrmic docisicns of users laken on the bass of
trasa financal sixlements,

Az parl of an audd in accordance with ISAs, wo enercme profeasicnal jSomen Bnd mainan
profeisional skepbcism throughHout the sudit We aiso:

iervily 453 Aaseas e naks of material mMimstMeTien of tha francial statements, whether
dos bo frud of error, desegn and perform sudlt procadunet MSondng 10 Those rsks. and
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

ASSETS

Non-current assets -

Land

Property, plant and equipment

Project under construction

Financial assets at fair value through other
comprehensive income

Current assets -
Inventories

Accounts receivable

Other current assets

Cash on hand and at banks

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity -

Paid in capital
Share premium
Statutory reserve
Voluntary reserve
Retained earnings

Total Equity
Liabilities -
Non - Current liabilities

Deferred tax liability

Current liabilities -
Accounts payable

Due to a related party
Other current liabilities

Income tax provision

Total Liabilities
ToTAL EQUITY AND LIABILITIES

Notes

o AW

0

10

15

12
13
15

2018 2017
JD JD
751,011 710,464
23,926,802 24,781,210
425,811 -
30,000 30,000
25,133,624 25521674
84,354 100,407
589,763 848,209
775,067 722,552
7,605,012 7,736,907
9,054,196 9,408,075
34,187,820 34,929,749
10,000,000 10,000,000
505,173 505,173
2,569,247 2,569,247
3,800,824 3,800,824
14,156,100 14,659,670
31,031,344 31,534,914
164,047 131,887
927,820 1,034,225
131,052 148,020
1,545,519 1,550,406
388,038 530,297
2,992,429 3,262,948
3,156,476 3,394,835
34,187,820 34,929,749

The accompanying notes from 1 to 21 form part of these financial statements



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Notes 2018 2017
JD JD
Operating revenues - Intercontinental Hotel Jordan 18,576,641 19,902,851
Operating expenses - Intercontinental Hotel Jordan (14,119,944) (13,729,308)
Gross operating income from the hotel 4 456,697 6,173,543
Rent income 187,680 188,934
Interest income 299,716 206,646
Other income 2,847 19,663
Depreciation of property, plant and equipment 4 (1,805,265) (2,691,430)
Administrative expenses 14 (565,146) (624,571)
Board of Directors’ remuneration (45,000) (45,000)
Profit before income tax 2,531,529 3,227,785
Income tax expense 15 (535,099) (736,854)
Profit for the year 1,996,430 2,490,931
Add: Other comprehensive income items - -
Total comprehensive income for the year 1,996,430 2,490,931
JD / Fils JD / Fils

Basic and diluted earnings per share 16 0/200 0/249

The accompanying notes from 1 to 21 form part of these financial statements
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

Operating Activities
Profit before income tax

Adjustments:

Depreciation of property, plant and equipment
interest income

Reversal of provision for expected credit losses
Loss {gain) on sale of property, plant and equipment

Changes in working capital

Inventories

Accounts receivable
Other current assets
Accounts payable
Due to a related party
Other current liabilities
Income tax paid

Net cash flows from operating activities

Investing Activities

Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchase of land

Projects under construction

Short-term deposit

Interest received

Net cash flows from (used in) investing activities

Financing Activities
Dividends paid
Net cash flows used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Notes 2018 2017
JD JD

2,531,529 3,227,785

4 1,805,265 2,691,430
(299,716) (206,646)
7 (6,609) (39,953)
4,261 (2,997)

16,053 12,813

265,055 106,361

(51,424) 189,104
(106,405) (94,619)
(16,968) (2,132)
(15,970) (257,754)
15 (645,198) (451,291)
3,479,873 5,172,101

4 (959,095) (821,035)
3,977 31,980
3 (40,547) (341,491)

5 (425,811) -

9 5400000  (5,400,000)
208,625 201,411
4277149  (6,329,135)
(2,488917) _ (2142,112)
(2488017)  (2,142,112)
5268105  (3,299,146)
2,336,907 5,636,053

9 7,605,012 2,336,907

The accompanying notes from 1 to 21 form part of these financial statements



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

1, GENERAL

Jordan Hotels and Tourism Company (the “Company”) was registered in 1955 as a public
shareholding company located in Amman - Jordan. The Company increased its capital throughout
the years to reach JD 10,000,000 divided into 10,000,000 shares at par value of JD 1 per share. The
Company's main objectives are to invest in real estate and tourism activities.

The Company owns Iintercontinental Hotel Jordan (the “Hotel”) which is operated and managed by
the Intercontinental Hotel Corporation in accordance with the operating and management agreement
signed in 1972 and its subsequent amendments, the existing agreement was effective from 1
January 2008 to 31 December 2017. On 20 September 2017, the Board of Directors resolved to
approve the renewal of the agreement with Intercontinental Hotels effective 1 January 2018 for a
period of five years.

The financial statements were approved by the Company's Board of Directors on 20 March 2019.

These financial statements require the approval of the General Assembly of the shareholders of the
Company.

2. ACCOUNTING POLICIES

2.1 BASIS OF PREPARATION

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standard Board (IASB).

The financial statements have been prepared on a historical cost convention except for the financial
assets at fair value through other comprehensive income that appear at fair value on the date of these
financial statements.

The financial statements are presented in Jordanian Dinar (JD), which is the functional currency of the
Company.



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

2.2 CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the financial statements are consistent with those
used in the preparation of the annual financial statements for the year ended 31 December 2017
except for the followings:

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and
it applies to all revenue arising from contracts with customers, unless those contracts are in the scope
of other standards. The new standard establishes a five-step model to account for revenue arising
from contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or services
to a customer.

The standard requires entities to exercise judgement, taking into consideration all of the relevant
facts and circumstances when applying each step of the model to contracts with their customers.
The standard also specifies the accounting for the incremental costs of obtaining a contract and the
costs directly related to fulfilling a contract.

The Company adopted IFRS 15 using the modified retrospective approach. The adoption of IFRS
15 was not material on these financial statements except that the Company has changed its
accounting policy for revenue recognition as follows:

{(a) Rendering of services

Under IFRS 15, the Company concluded that revenue from services will continue to be recognised
over time, using an input method to measure progress towards complete satisfaction of the service
similar to the previous accounting policy, because the customer simultaneously receives and
consumes the benefits provided by the Company.

(b) Advances received from customers

Generally, the Company receives short-term advances from its customers. However, from time to
time, the Company also receives long-term advances from customers. Prior to the adoption of IFRS
15, the Company presented these advances as deferred revenue in the statement of financial
position.

Upon the adoption of IFRS 15, for short-term advances, the Company used the practical expedient.
As such, the Company will not adjust the promised amount of the consideration for the effects of a
financing component in contracts, where the Company expects, at contract inception, that the period
between the time the customer pays for the good or service and when the Company transfers that
promised good or service to the customer will be one year or less. If the period between the time the
customer pays for the good or service and when the Company transfers that promised good or
service to the customer is more than one year, the Company shall adjust the promised amount of
consideration for the effects of the time value of money.

2



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

IFRS 9 Financial Instruments

IFRS @ 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 2008. The
date of initial implementation of the first phase of IFRS 9 was 1 January 2011. The standard has
been applied retrospectively and, in line with IFRS 9, comparative amounts have not been restated.

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

The adoption of IFRS 9 has fundamentally changed the Company's accounting for impairment losses
for financial assets by replacing IAS 39's incurred loss approach with a forward-iooking expected
credit loss (ECL) approach.

For all debt instruments, the Company has applied the standard's simplified approach and has
calculated ECL based on lifetime expected credit losses. The Company has established a provision
matrix that is based on the Company’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

The adoption of the ECL requirements of IFRS 9 resulted in increases in impairment allowances of
the Company's debt financial assets.

These adoption of the standard did not have a material impact on the Company’s financial
statements.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Considerations

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of
the related asset, expense or income (or part of it) on the derecognition of a non-monetary asset or
non-monetary liability relating to advance consideration, the date of the transaction is the date on
which an entity initially recognises the non-monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or receipts in advance, then the entity must
determine a date of the transactions for each payment or receipt of advance consideration.

This Interpretation does not have any impact on the Company's financial statements.
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Land
Land is stated at cost less impairment losses, if any, and is not depreciated.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and impairment in

value, if any.

Depreciation is calculated on a straight line basis, the depreciation rates are estimated according to
the estimated useful lives and using the following rates:

%

Buildings 2
Electromechanical works 15
Elevators 10
Decorations 19
Equipment and machinery 15
Furniture and fixtures 15
Tools 15
Computers 20
Vehicles 15

The carrying values of property and equipment are reviewed periodically for impairment when events
or changes in circumstances indicate that the assets are recorded at values exceed the estimated
recoverable amount, consequently, the assets are written down to their recoverable amount, and
impairment losses are recognized in the statement of comprehensive income.

The assets residual values, usefu! lives and methods of depreciation are reviewed at each financial
year end and to ensure that the method and period of depreciation are consistent with the expected
pattern of economic benefits from items of property plant and equipment.

When assets are sold or retired, their cost and accumulated depreciation are eliminated from the
accounts and any gain or loss resulting from their disposal is included in the statement of
comprehensive income.



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

Projects in progress

Projects in progress are stated at cost less impairment losses, if any, which represents cost of
constructions, equipment and direct costs. Projects in progress are not depreciated untit they are
ready for use and transferred to property, plant and equipment.

Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are recorded at fair value plus
acquisition costs at the date of acquisition and subsequently measured at fair value. Changes in fair
value are reported as a separate component in the statement of comprehensive income and in the
statement of change in equity including the change in fair value resulting from conversion differences
of non-cash items of assets at foreign currencies. In case of sale of such assets or part of it, the gain
or loss is recorded at the statement of comprehensive income and in the statement of change in
equity and the valuation reserve balance for sold assets will be transferred directly to retained
earnings.

These assets are not subject to impairment testing and dividends received are recognized in the
statement of comprehensive income.

Fair value measurement
Fair values of financial instruments measured at amortised cost are disclosed in (Note 18).

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

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

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

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



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

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

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

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

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

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

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

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

Inventories
Inventories are valued at the lower of cost (weighted average) and net realizable value. Costs
incurred in bringing each product to its present location and its current status.

Accounts receivable

Trade receivables are stated at original invoice amount less any provision for any uncollectible
amounts or Expected Credit Losses (ECL). The Company applies a simplified approach in calculating
ECLs. Therefore, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Company has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.



JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

Cash on hand and at banks
Cash on hand and at banks in the statement of financial position comprise cash on hand and at
banks and short term deposits with an original maturity date of three months or less.

For the purpose of statement of cash flows, cash and cash equivalents consist of cash on hand and
at banks, short term deposits with an originai maturity date of three months or less as defined above,
net of outstanding bank overdrafts.

Provisions

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

Accounts payable and accruals
Liabilities are obligation to pay for goods or services that have been acquired in the ordinary course
of business from supplier, whether billed or not.

Income taxes
The income tax for the years ended 31 December 2018 and 31 December 2017 is calculated in
accordance with the Income Tax Law No. (34) of 2014. Tax expense comprises of current tax and
deferred taxes.

Deferred tax is provided on temporary differences at each reporting date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes. Deferred tax assets
and liabilities are measured at the tax rates that are expected to apply in the period when the asset
is realized or the liability is settled. The carrying values of deferred income tax assets are reviewed
at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred income tax asset to be utilized.

Revenue and expense recognition

In accordance with IFRS (15), revenue recognized from the sale of food and beverage is measured
at the fair value of the consideration received or receivable and when it is probable to collect such
consideration. Revenue from services will continue to be recognised over time, using an input
method to measure progress towards complete satisfaction of the service similar to the previous
accounting policy, because the customer simultaneously receives and consumes the benefits
provided by the Company.

Interest income is recognized using the accrual basis of accounting.
Other revenues are recognized using the accrual basis of accounting.

Expenses are recognized using the accrual basis of accounting.

-8-



JORDAN HOTELS AND TOURISM PuBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

Foreign currency

Transactions in foreign currencies are recorded at the rate ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of
exchange ruling at the statement of financial position date. All differences resulting from the
retranslation are taken to the statement of comprehensive income.

Impairment of Non-Financial Assets

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

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

2.4 USE OF ESTIMATES

The preparation of financial statement and applying of accounting policies demand estimates from
the management that impact on the assets and liabilities and disclosure of contingent liabilities.
These estimates impact on revenue, expense and provisions and it impact specially on amount and
time of future cash flow and resulting time of circumstances of these future estimates. Such estimates
are based on assumptions and necessarily multiple factors with varying degrees of appreciation and
uncertainty and that actual results may differ from estimates and as a result of changes in future
conditions and circumstances of the provision.

{3) LAND

This item represents lands owned by the company, Additions to lands during the year ended 31
December 2018 amounted to JD 40,547 (2017: JD 341,491).
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

5. PROJECTS UNDER CONSTRUCTION

This item represents renovation costs at the Company and the Hotel, movement on this account
during the year was as follows:

2018- b

Balance as at 1 January 2018 -
Addition 425,811

Balance as at 31 December 2018 425,811

The estimated cost to complete the undergoing projects is JD 3,618,174 as at 31 December 2018.
The projects are estimated to be completed during the year 2019.

6. FINANGIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2018 2017
JD JD
Jordanian Hospitality & Tourism Education Company (Not Listed) 30,000 30,000
7.  ACCOUNTS RECEIVABLE
2018 2017
JD JD
Accounts receivable 843,519 1,108,574
Provision for Expected Credit Losses* (253,756) (260,365)
589,763 848,209
*  Movement on the provision for expected credit losses is as follows:
2018 2017
JD JD
Beginning balance 260,365 300,318
Provision for doubtful accounts (6,609) (39,953)
Ending balance 253,756 260,365
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

As at 31 December, the aging of accounts receivable is as follows:

Receivables not 1-30 3180 91-120 More than 120
yet past due days days days days Total
JD JD JD JD JD JD
2018 76,668 361,396 148,428 1,489 1,782 589,763
2017 143,463 458,106 235,576 - 11,064 B48,209

The Company does not obtain collateral against receivables.

8. QTHER CURRENT ASSETS

2018 2017
JD JO
Prepaid expenses 190,696 161,207
Advanced payments to suppliers 182,587 154,636
Refundable deposits 21,662 20,662
QOthers 380,122 386,047
775,067 722,552
9. CASHON HAND AND AT BANKS
2018 2017
JD JD
Cash on hand and at banks 1,640,698 2,069,688
Term deposit maturing within 3 months* 5,064,314 267,219
Term deposit maturing between 3 and 6 months™* - 5,400,000

7,605,012 7,736,907

*  Term deposit is made for varying periods between one day and 3 months and bears annual
interest rates ranging from 1.75% to 6%. (2017: from 1% to 2.25%).

* This item represents a term deposit at Al-Etihad Bank for varying periods between three and six
months with an annual interest rate that ranges from 5.5% to 5.75% (2017: from 4% to 5.5%).
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

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

2018 2017
JD JD
Cash on hand and at banks 7,605,012 7,736,907
Less: term deposit maturing between 3 and 6 months - (5,400,000)

7,605,012 2,336,907

10. EQUITY

Paid-in capital -
The Company's authorized and paid in capital is JD 10,000,000 divided into 10,000,000 shares at
JD 1 per share.

Share premium -
The accumulated amounts in this account represent the difference between the share issue price and
its par value after writing-off the accumulated losses.

Statutory reserve -

This account balance represents the transfers from the annual profit before income tax at a rate of
10%. In which the amounts transfers to this reserve should not exceed the Company’s paid-in capital.
This reserve is not available for distribution to the shareholders.

Voluntary reserve -
This item represents the transfers from profit before tax at a maximum of 20%. This reserve is
available for distribution to the shareholders.

11. DIVIDENDS

The General Assembly approved in its meeting held on 25 April 2018, the distribution of cash
dividends of JD 2,500,000 (25% of the paid in capital) as cash dividends to shareholders for 2017
results (2017: JD 2,200,000; 22% of the paid in capital).

The Board of Directors have resolved to recommend to the General Assembly in its meeting that will
be held during 2019 to distribute an amount of JD 3,000,000 (30% of the paid in capital) as cash
dividends to shareholders for 2018 results.
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

12. RELATED PARTIES

Related parties represent major shareholders, Board of Directors, key management personnel of the
Company and other related parties. The Company’'s management set the pricing policies and the
terms of the transaction with related parties

Balances inciuded in the statement of financial position as at 31 December:

2018 2017
Current assets- JD JD
Cash on hand and at banks -
Al Etihad Bank (shareholder) 5,190,151 5,905,277
Arab Bank (shareholder) 709,643 387,713
Cairo Amman Bank {shareholder) 970,818 1,429,516
Other current assets -
Jordan Hotels Supplies Trading Company (sister company) 72,495 77,492
Current liabilities-
Due to a related party -
Zara Investment Holding Company (main shareholder) 131,052 148,020

Transactions in the statement of comprehensive income for the year ended 31 December:

2018 2017
JD JD

Administrative expenses - Zara Investment Holding Company

(main shareholder) 100,000 100,955
Rent expenses— Zara Investment Holding Company

(main shareholder) 26,790 26,790
Rent income — Arab Bank (shareholder) 5,500 5,500
Interest income — Al Etihad Bank, Arab Bank and

Cairo Amman Bank (shareholders) 299,716 206,646
Key management salaries and remunerations 67,118 66,740
Board of Directors transportations and remuneration 151,000 153,000
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

13.  OTHER CURRENT LIABILITIES

2018 2017
JD JD
Sales tax payable 366,242 416,942
Accrued expenses 301,159 246,021
Dividends payable 231,437 220,355
Advances from customers 113,252 164,262
Unearned rent revenue 1,839 54,985
Board of Directors' remuneration 45,000 45000
Contractors' retentions 7,722 -
Others 478,868 402,841
1,545,519 1,550,406
14, ADMINISTRATIVE EXPENSES
2018 2017
JD JD
Salaries, wages and other benefits 125,322 124,495
Board of Directors’ transportation 106,000 108,000
Parent company expenses 100,000 100,955
Property taxes 54,796 54,561
Hotel insurance 33,512 51,6527
Credit cards commissions 5,963 47,036
Offices and warehouse rent 26,790 26,790
Professional and legal fees 17,100 20,476
Social security - Company share 17,208 17,370
Subscriptions 10,045 10,012
Other 68,410 63,349
565,146 624,571
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

15, INCOME TAX

The income tax is calculated for the years ended 31 December 2018 and 2017 in accordance with
the Income Tax Law No. (34) of 2014.

The income tax stated on the statement of comprehensive income represents the following:

2018 2017
JD JD
Current year income tax 478,102 600,003
Prior year income tax expense 24 837 4,964
Deferred income tax expense 32,160 131,887
535,099 736,854

The Company reached a final settlement with the Income Tax Department up to the year 2016.

The Income and Sales Tax Department has not reviewed the Company’s records for the year 2017
up to the date of these financial statements.

Movement in the provision for income tax provision is as follows:

2018 2017
JD JD
Beginning balance 530,297 376,621
Current year income tax 478,102 600,003
Prior years’ income tax expense 24,837 4,964
Income tax paid (645,198) (451,291)
Ending balance 388,038 530,297
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS -
31 DECEMBER 2018

The reconciliation between accounting profit and taxable income is as follow:

2018 2017
JD JD
Accounting profit before tax 2,531,529 3,227,785
Add: Non-deductible expenses 3,168 3,168
Less: Non-taxable profit ' (22,444) (60,793)
Depreciation temporary differences (121,741) (170,143)
Taxable income 2,390,512 3,000,017
Income tax for the year 478,102 600,003
Statutory income tax rate 20% 20%
Effective income tax rate 18.9% 18.6%

Deferred tax liability

This item represents deferred tax liability as of 31 December 2018 to account for timing differences
in depreciation rate for income tax purposes.

Movement on deferred tax liability during the year is as follows:

2018 2017
JD JD
Balance at 1 January 131,887 -
Additions during the year 32,160 131,887
Balance as of 31 December 164,047 131,887
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

16. BAsIC AND DILUTED EARNINGS PER SHARE

2018 2017
Profit of the year (JD) 1,998,430 2,480,931
Weighted average number of shares (shares) 10,000,000 10,000,000

JD/Fils JD/Fils
Basic and diluted earnings per share 07200 0/249

17. ___ CONTINGENT LIABILITIES

The Company is a defendant in a number of lawsuits amounting to JD 35,731 as at 31 December 2018
(2017: JD 94,963). The Company and its legal advisor believe that the Company's position is strong
against these lawsuits and there is no need for any provision against these cases.

The Company is plaintiff in lawsuits against others in the amount of JD 137,189 as at 31 December
2018 (2017: JD 125,916).

18. FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities.

Financial assets consist of cash on hand and banks, short term deposits, accounts receivable,
financial assets at fair value through other comprehensive income and some other current assets.
Financial liabilities consist of accounts payable, balances due to a related party and some other

current liabilities.

The fair values of financial instruments are not materially different from their carrying values.
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

19. RISK MANAGEMENT

Interest rate risk

Interest rate risk is a risk which arises from the fluctuations in the fair values or future cash flows of
financial instruments due to the changes in interest rates on these instruments.

The Company is exposed to interest rate risk on its interest bearing assets and liabilities (bank
deposits, due to banks and loans),

The following table demonstrates the sensitivity of the statement of comprehensive income to
reasonably possible changes in interest rates at 31 December, with all other variables held constant.

Effect on profit

Increase in for the year
interest rate before tax
2018- % JD
Currency
JO 1 59,043
Effect on profit
Increase in for the year
interest rate before tax
2017- % JD
Currency
JD 1 56,672

The effect of decrease in interest rate is expected to be equal and opposite to the effect of the change
shown above.

Equity price risk

Equity price risk is the risk that may result from a change in Amman Exchange Market index, the
Company does not believe this would have a material impact on the profit or its equity, since the
financial assets at fair value through other comprehensive income of JD 30,000 are stated at cost and
no market value is available.
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHCOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

Credit risk

Credit risk is the risks that may results from the failure or inability of debtors or other parties to fuffill
their obligations.

The Company seeks to limit its credit risk with respect to customers by setting credit limits for
individua! customers and monitoring outstanding receivables. The Company maintains its bank
balances and deposits with reputable financial institutions.

No single customer account balance is more than 10% of the outstanding accounts receivable at 31
December 2018 and 2017.

Liquidity risk

Liquidity risk is represented by the possibility that the company may not be able to meet its liabilities
when due. The Company manages its liquidity risk by ensuring sufficient funds are available from
partners.

The Company limits its liquidity risk by ensuring bank facilities are available.

The table below summarizes the maturities of the Company's undiscounted financial liabilities at 31
December 2018 and 2017, based on contractual payment dates and current market interest rates.

Less than 3to12
3 months months Total
JD JD JD

As at 31 December 2018

Payables and other current liabilities 1,430,428 927,820 2,358,248
Due to a related party - 131,052 131,052
Total 1,430,428 1,058,872 2,489,300
As at 31 December 2017

Payables and other current liabilities 1,331,159 1,034,225 2,365,384
Due to a related party - 148,020 148,020
Total 1,331,159 1,182,245 2,513,404
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

Currency risk

Foreign currency risk is the risk that the fair value of future cash flows of financial instruments will
fluctuate because of changes in foreign currency exchange rates.

Most of the Company’s transactions are in Jordanian Dinars and US Dollar. The Jordanian Dinar
exchange rate is fixed against US Dollars (US$ 1.41 for JD 1).

20, CAPITAL MANAGEMENT

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

The Company manages its capital structure and makes adjustments to it in light of changes in
business conditions. No changes were made in the objectives, policies or processes during both
current and previous years.

Capital comprises paid in capital, share premium, statutory reserve, voluntary reserve and retained

earnings, and is measured at JD 31,031,344 as at 31 December 2018 (2017: JD 31,534,914).

21. __STANDARDS ISSUED BUT NOT YET EFFECTIVE

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

IFRS 16 Leases
During January 2016, the IASB issued IFRS 16 "Leases” which sets out the principles for the
recognition, measurement, presentation and disclosure of leases.

IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly, a

lessor continues to classify its leases as operating leases or finance leases, and to account for those
two types of leases differently.
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

IFRS 16 introduced a single lessee accounting model and requires a lessee to recognize assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value.
A lessee is required to recognize a right-of-use asset representing its right to use the underlying
leased asset and a lease liability representing its obligation to make lease payments.

The new standard will be effective for annual periods beginning on or after 1 January 2019. Early
application is permitted.

Transition to IFRS 16

The Company has the option to adopt IFRS 16 retrospectively and restate each prior reporting period
presented or using the modified retrospective approach by applying the impact as an adjustment on
the opening retained earnings. The Company will elect to apply the standard to contracts that were
previously identified as leases applying |AS 17 and IFRIC 4.

The Company will adopt IFRS 16 using the modified retrospective approach. During 2018, the
Company has performed a detailed impact assessment of IFRS 16. The Company expect the effect
of adopting IFRS 16 to be JD 90,000 on the opening retained earnings, JD 1,101,727 on the total
assets and JD 1,011,727 on total liabilities.

IFRS 17 Insurance Contracts

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

The new standard will be effective for annual periods beginning on or after 1 January 2021. Early
application is permitted.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of IAS 12 and does not apply to taxes or levies outside the scope of IAS
12, nor does it specifically include requirements relating to interest and penalties associated with
uncertain tax treatments. An entity must determine whether to consider each uncertain tax treatment
separately or together with one or more other uncertain tax treatments. The interpretation is effective
for annual reporting periods beginning on or after 1January 2019, but certain transition reliefs are
available.
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JORDAN HOTELS AND TOURISM PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

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

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

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

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

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

The amendments should be applied retrospectively and are effective from 1 January 2019, with early
apptication permitted.
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