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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Afag For Energy Public Shareholding Company
Amman- Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Afaq For Energy Public Shareholding
Company (the Company) and its subsidiaries (the Group), which comprise the consolidated
statement of financial position as at 31 December 2019, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

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

Basis for Opinion

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

A member firm of Ernst & Young Global Limited
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. We have
determined the matters described below to be the key audit matters to be communicated in our
report.

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

1. Revenue recognition

Key Audit matter

The Group’s revenues amounted to JD
890,149,692 for the year ended 31 December
2019 (2018: JD 997,330,960), out of this total
gas stations sales from petroleum products
equaled to JD 854,413,654 (2018. JD
067,742,705) representing 96% of total
revenues. The fuel sale prices are determined
by the government of Jordan on monthly basis
according to the distribution agreement signed
between the Group and the Ministry of Energy
and Mining Resources. There is a risk that, if
revenue not recognized in the appropriate
period and according to the prices determined
by government, this could misstate earnings of
the Group.

How the key audit matter was addressed
in the audit:

Our audit procedures included the following:

- We assessed the appropriateness of
the Group's revenue recognition
accounting policies in accordance with
International  Financial  Reporting
Standards and distribution agreement;

- We obtained understanding, tested
and evaluated the Group’s controls
over revenue recognition.

- We performed year-end cut-off audit
procedures to assess whether revenue
had been recorded in the correct
period.

- Having built expectations about the
expected revenues for the year we
performed  substantive  analytical
procedures using financial and non-
financial information.

- We have compared the monthly sales
prices per accounting records to the
retail prices of petroleum products
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published by the Ministry of Energy
and Mining Resources.

Refer to revenues disclosure note (21) in the
consolidated financial statements.

2. Assessment of the appropriateness

expected credit loss provision

Key Audit matter

The Group's portfolio of trade and notes
receivables and due from related parties
amounted to JD 117,280,808 as of 31
December 2019. The customer base consists
of many small clients and the trade
receivables are categorized by common risk
characteristics that are representative of the
customers' abilities to pay all amounts due in
accordance with the contractual terms. The
trade receivables do not have a significant
financing component. The loss allowance for
such trade receivables is always measured at
an amount equal to lifetime time expected
credit losses. To determine the expected
credit losses for the portfolio, The Group uses
a provision matrix. The provision matrix is
based on its historical observed default rates
over the expected life of the trade receivables
and is adjusted for forward-looking estimates.
At every reporting date the historical observed
default rates are updated and changes in the
forward-looking estimates are analyzed.

Due to the significance of trade receivables
and the related provision estimation
uncertainty this is considered a key audit
matter.

How the key audit matter was addressed
in the audit

Our audit procedures included the following:

- We obtained the expected credit loss
provision calculation as of yearend.

- We evaluated management'’s
assessment of the appropriateness of
assumptions used in the historical loss
rate calculation. These considerations
include whether there are regular
receipts from the customers, past
collection history as well as an
assessment of the customers’ credit
ability to make repayments.

- We checked and reasonableness of
customers categorizations by common
risk characteristics.

- We checked the reasonableness and
the data used in the forward-looking
estimates to determine the expected
loss rate.

- We recalculated Lifetime expected
credit loss allowance.

Refer to Accounts receivable and cheques
under collection disclosure note (11,10) in the
consolidated financial statements.
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3. Recognition of related party transactions

Key Audit matter

The Group's balances of due from related
parties amounted to JD 50,563,224 as of 31
December 2019 (2018: JD 25,620,414) and
due to related parties amounting to JD
3,941,240 as of 31 December 2019 (2018: JD
3,344,875).The Group has significant

How the key audit matter was addressed
in the audit

Our audit procedures included the following:

- We have evaluated the
appropriateness of management's
procedures to identify and record
related party transactions.

transactions with related parties in the form of - We have  vouched  material
revenues, expenses and capital expenditures agreements with related parties to
for the year ended. There is a risk that, Such understand the nature of the
transactions could be used to manipulate transactions.
earnings or to distribute profits. Related - We preformed confirmation
parties, which are the most risky from the audit pro?edur(_as byd obtamln%
perspective, are those with material g?n 'r;acgtﬁs frzrr]n allsta:z?;teend
outstanding ba!ances and having higher parties and tested these
number transactions. documents on a sample basis
these transaction with the
supporting documents and

management approvals.

Refer to related parties disclosure note (11) in
the consolidated financial statements.
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Other information included in the Group’s 2019 annual report.

Other information consists of the information included in the annual report, other than the
consolidated financial statements and our auditor’s report thereon. Management is responsible
for the other information.

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

In connection with our audit of the 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. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information; we are required to report
that fact. We have nothing to report in this regard.

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

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

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

Those charged with governance are responsible for overseeing the Group's financial reporting
process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exist. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

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

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

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

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

«  Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

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

Report on Other Legal and Requlatory Requirements

The Group maintains proper books of accounts which agree with the consolidated financial
statements.

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

Amman-Jordan
30 April 2020

Pt



AFAQ FOR ENERGY
PuBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As A1 31 DECEMBER 2019

Assets-

Non-current Assets-

Lands, property and equipment
Projects in progress

Intangible assets

Strategic fuel inventory

Financial assets at fair value through other comprehensive income

Right of use assets

Current Assets-
Inventories

Accounts receivable and cheques under collection

Due from related parties

Financial assets at fair value through profit or loss
Other current assets

Cash on hand and at banks

Total Assets

Equity and Liabilities
Equity-

Paid in capital

Statutory reserve

Retained earnings

Total shareholders’ equity
Non- controlling interest

Total equity

Non-current Liability-
Loans and Murabaha
Lease liability — long term

Current Liabilities-

Due to banks

Loans and Murabaha- short term

Due to related parties

Post-dated cheques — short term

Income tax provision

Governmental deposits

Due to Jordan Petroleum Refinery Company Ltd.
Accounts payable and other current liabilities
Lease liability — short term

Total Liabilities
Total Equity and Liabilities

Notes

MO NOoO O

10
11
12
13
14

15

16

14,17
16
1

19

2019 2018
JD JD
299,854,073 297,860,098
489,917 3,447,088
9,987,404 12,987,404
140,094 3,238,686
210,000 210,000
12,599,888 -
323,281,376 317,743,276
34,997,976 49,372,747
66,717,584 48,560,111
50,563,224 25,620,414
26,250 26,250
1,699,295 2,842,682
29,559,380 23,915,022
183,563,709 150,337,226
506,845,085 468,080,502
110,000,000 110,000,000
17,371,306 15,561,453
22,855,166 17,989,119
150,226,472 143,650,572
3,731,622 3,549,564
153,958,094 147,100,136
49,998,259 32,327,983
11,287,979
61,286,238 32,327,983
29,099,044 70,383,772
99,908,953 100,517,525
3,941,240 3,344,875
800,173 998,786
2,149,051 1,368,150
76,446,198 52,295,902
6,435,887 14,343,408
71,743,793 45,399,965
1,076,414 -
291,600,753 288,652,383
352,886,991 320,980,366
506,845,085 468,080,502

The attached notes from 1 to 31 form part of these consolidated financial statements



AFAQ FOR ENERGY
PUBLIC SHAREHOLDING GOMPANY

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2019

Revenues
Cost of revenues
Gross profit

General and administrative expenses

Finance costs

Expected credit loss

Gain from sale of financial assets through profit or loss
Gains from disposal of property, plant and equipment
Other income

Profit for the year before tax

Income tax expense
Profit for the year
Add: other comprehensive income items

Total comprehensive income for the year
Attributed to:

Shareholders

Non-controlling interest

Basic and diluted earnings per share

Notes 2019 2018
JD JD
21 890,149,692 997,330,960
(847,802,544) (965,122,373)
42 347,148 32,208,587
22 (9,207,174) (8,057,478)
(15,623,913) (14,553,970)
10 (1,012,063) =
- 311,984
126,954 1,005,893
1,467,575 1,671,246
18,098,527 12,586,262
19 (2,990,569) (1,946,692)
15,107,958 10,639,570
15,107,958 10,639,570
14,925,900 10,444,916
182,058 194,654
15,107,958 10,639,570
(JD/ Fills) (JD/ Fills)
0/136 0/095

The attached notes from 1 to 31 form part of these consolidated financial statements
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AFAQ FOR ENERGY

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

Operating activities
Profit for the year before tax

Adjustments for:

Depreciation and amortization

Expected credit loss

Gain on sale of financial assets at fair value through profit or
loss

Finance costs

Gain from disposal of lands, property plant and equipment
Impairment (Reversal of) losses for strategic fuel inventory

Working capital adjustments

Accounts receivable and cheques under collection
Inventories

Strategic fuel inventory

Other current assets

Due from related parties

Post-dated cheques

Due to related parties

Governmental deposits

Accounts payable and other current liabilities

Net cash flows from operating activities before paid tax

Income tax paid

Net cash flows from operating activities

Investing activities

Purchase of lands, property plant and equipment and
projects in progress

Proceeds from sale of lands, property, plant and equipment
Proceeds from sale of financial assets at fair value through
profit or loss

Net cash flows used in investing activities

Financing activities
Dividends paid

Loans and Murabaha
Paid from finance lease
Finance costs

Net cash flows used in financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Notes 2019 2018
JD JD
18,098,527 12,586,262
46,2 13,942,822 12,159,648
10 1,012,063 -
- (311,984)
15,623,913 14,553,970
(126,954) (1,005,893)
7 396,002 (321,460)

(19,169,536) (11,825,271)

14,374,771 (4,879,546)
2,702,590 2,288,674
1,143,387 1,331,350

(24,942,810) (5,285,983)

(198,613) 489,023
596,366 (1,584,064)

24,150,296 10,898,265
18,436,307 11,866,049

66,039,131 40,959,040

19 (2,209,668) (5,155,440)
63,829,463 35,803,600
4,5 (9,470,859) (12,586,882)
369,577 1,227,824
- 1,070,670
(9,101,282) (10,288,388)
15 (8,250,000) (16,500,000)
17,061,704 7,493,424

2 (1,459,423)

(15,1561,376) (14,553,970)
(7,799,095) (23,560,546)
46,929,086 1,954,666

~ (46,468,750) (48,423,416)
14 460,336 (46,468,750)

The attached notes from 1 to 31 form part of these consolidated financial statements



AFAQ FOR ENERGY

PuBLIC SHAREHOLDING COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

(1) GENERAL INFORMATION

Afaq for Energy PLC was established as a public shareholding company on 5 August 2008
with an authorized and paid capital of JD 5,000,000, divided into 5,000,000 shares with a par
value of JD 1 per share. The company has increased its capital several times over the years
to become JD 110,000,000 divided into 110,000,000 shares with a par value of JD 1 per
share.

The main objectives of the Company is to invest or to participate in the capital of the
companies that operate in the energy sector.

Jordan Modern Qil and Fuel Services Company (subsidiary) signed an agreement with the
Ministry of Energy and Natural Resources on 20 November 2012 in which the company
granted the right of distributing and marketing the oil products in addition to any other oil
services authorized in Jordan for a period of ten years from the commercial Operations start
date. In May 2013, the operational trading activities have been started.

The head office of the Company is located in Amman - Hashemite Kingdom of Jordan.

The consolidated financial statements were approved by management on 17 March 2020.

(2) BASIS OF PREPARATION OF FINANCIAL STATEMENTS

(2.1) Basis of preparation

The consolidated financial statements have been prepared in accordance with the
International Financial Reporting Standards.

The consolidated financial statements have been presented in Jordanian Dinar, which is the
functional currency of the Group.

The consolidated financial statements have been prepared under the historical cost
convention.

(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 2018 except for the adoption of new standards effective as of 1 January 2019
shown below:

IFRS 16 Leases

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



AFAQ FOR ENERGY

PuBLIC SHAREHOLDING COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

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

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

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

JD
Assets
Right of use assets 90,927,756
Liabilities
Lease liabilities 9,927,756

a) Nature of the effect of adoption of IFRS 16

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

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

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

b) Set out below are the new accounting policies of the Group upon adoption of
IFRS 16, which have been applied from the date of initial application:

Right-of-use assets

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

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

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at
the present value of lease payments to be made over the lease term. The lease payments
include fixed payments (including in-substance fixed payments), and variable lease
payments that depend on an index or a rate.

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

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

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

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

-4-








