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Abstract: From the start of the second quarter of 2020, the Covid-19 health crisis seriously undermined the growth
engines of the world economy, making the exit from the crisis as complex as it is uncertain. Some developing
countries, especially those in the MENA region, have been strongly affected by the disruptions induced by the
covid-19 crisis, which disrupted the activities of companies leading to the closure of some of them, and to the
implementation of extended social distancing measures. In addition, the effect of the volatility of financial
markets, and the climate of uncertainty surrounding the persistence of the covid-19 epidemic in the region, make
it difficult to declare the accounts of companies where a certain number of aspects related to financial information
are affected by the health crisis. It is therefore important that entities provide sufficient information in the notes to
the financial statements as well as information about the company that is useful to current and potential investors,
lenders and other decision-making creditors.

To answer this problem, a study based on a descriptive analysis was carried out on a sample of 35 limited share
companies. These analyzes show that 23% of the entities published financial reports in the first quarter of 2020 on
time. A result which improved markedly over the next two quarters.

Thus, the majority of the interim financial reports published by the Jordanian entities in our sample mention the
impacts of covid-19 on the preparation of said reports as well as the impact on the turnover and profits of the
companies. various limited stock companies. This information must indeed appear in the reports to guarantee
investors the availability of reliable data on the situation impacted by the health crisis. In addition, this
information obtained can allow a careful assessment of cash flow projections for the next reporting season taking
into account several scenarios. At the end of the analysis, one of the recommendations made is to include narrative
information on how the various uncertainties encountered affected the estimates made and the strategy

undertaken to deal with covid-19.
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1. Introduction

From the start of the second quarter of 2020, the Covid-19 health crisis seriously undermined the
growth engines of the world economy, making the exit from the crisis as complex as it is uncertain. The
unprecedented shocks having thus affected supply and demand simultaneously, under the effect of
disruptions in global value chains, have caused, according to estimates by the World Trade Organization
(WTO), a collapse of 17.2% of the volume of trade in the second quarter of 2020 against a contraction

of 3% a quarter earlier.

Some developing countries, especially those in the MENA region, have been strongly affected by the
disruptions induced by the covid-19 crisis, which disrupted the activities of companies leading to the
closure of some of them, and to the implementation of extended social distancing measures (Deloitte,
2020). As is usually the case in times of international economic crisis, a race for secure financial assets
has been unleashed around the world and has taken a heavy toll on developing countries. The MENA
region has not been spared (Folio, 2020).

Indeed, according to the IMF, emerging and developing economies should plunge into a deep recession
in 2020 (a contraction of the GDP of these countries by 3.3% in 2020) under the influence of the covid-
19 pandemic, of which the he magnitude in the MENA region varies by country. This is how important
measures have been taken by these states to face the health crisis leading to a stabilization of the
incidence of the disease during the third quarter of 2020. From the start of the fourth quarter of 2020,
there has been an upsurge in infections prompting health authorities to question the need to provide
populations with vaccines against covid-19 (Koster & Igoe, 2020). Clinical trials have given encouraging

results to provide a vaccine, especially for those at risk,

In addition, the recession in MENA economies, the effect of volatility in financial markets, as well as the
climate of uncertainty surrounding the persistence, over time, of the covid-19 epidemic in the region,
make it difficult to declare the accounts of companies where a number of aspects related to financial
information are affected by the health crisis (Koster & Igoe, 2020). It is therefore important that entities
provide sufficient information in the notes to financial statements as well as information about the

company that is useful to current and potential investors, lenders and other decision-making creditors

(BDO, 2020).

Jordan, like the other MENA countries, has been strongly affected by the consequences of the said crisis,
straining both the capacity of its health system to respond to a strong demand for care and the resilience
of its economy to absorb the repercussions of this unprecedented crisis. This situation raises questions
about the impact of this pandemic on the financial statements of Jordanian companies and on the
preparation of their interim financial reports for the first 3 quarters of fiscal 2020. Especially since the
consequences of the health crisis on the preparation of financial reports and the establishment of the
financial statements of these companies, in particular those with limited shares for the last quarter of
2020, could be important due to the slowdown in the Jordanian economy, the uncertainty of the
magnitude of the level of contagion by covid-19, and the generalized effect on sales, supply chain and
financial markets (Igoe, 2020). Moreover, the depreciation of assets, the recognition of income and
penalties, the restructuring of debts and repayments are all elements that add significant uncertainties to
the financial results and to the outlook that require careful consideration in communication with

investors. (IAASB, 2014).
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The good management of the pandemic by the MENA countries, in particular the Jordanian State by
maintaining the emphasis on public health has helped to mitigate the rate of infection in these countries
and help to relax restrictions in such a way. gradual and progressive (UNHCR, 2020). This has had an
impact on the economies of these countries even if we fear an increase in covid-19 patients in the last

quarter of 2020. A situation that could upset the financial statements of Jordanian companies (Singh,

2020).

In order to adequately prepare financial reports as of December 31, 2020, it is important to show how
Jordanian companies have prepared financial reports for the first three quarters of 2020 and to what
extent the information provided and updated is useful to investors. and adequately reflect the expected
impact of covid-19 on the financial statements of Jordanian limited stock companies (IFA, 2013). It will
therefore be possible to provide guidelines and recommendations for the next year-end financial
reporting season and remove ambiguities on the main risks and uncertainties to which entities are

exposed (International Federation of Accountants, 2013).

To achieve our objective, we have used the quarterly financial reports of 35 companies listed on the
stock exchange in Jordan as of September 30, 2020. Our analysis focuses on the non-financial sector.
These companies are in the following sectors: banking, insurance, real estate, pharmaceuticals,

chemicals, consumer goods, transport, mining, telecommunications, travel and leisure ...

Our analysis focuses on the following questions:

e What is the level of degradation of key performance indicators following the covid-19 pandemic
during the first three quarters of the year 20207

e What is the impact of covid-19 on financial results and to what extent has the information
provided adequately reflect this impact?

e To what extent are uncertainties about the conduct of business activities communicated (especially
for businesses affected by covid-19)?

e What solutions are being provided in view of the effects and risks posed by the pandemic for

Jordanian limited companies, measures to mitigate the repercussions of covid-197?

e The research hypotheses are as follows:

e Half of the Jordanian listed companies in our sample published full interim financial statements.

e The Jordanian companies listed on the stock exchange in our sample and which are active in the
fields of transport, travel and leisure, are negatively impacted by covid-19.

e Covid-19 has had a positive impact on the income development of publicly traded

telecommunications companies located in Jordan.

2. Methodology

This study is a descriptive research employing the quantitative research method to achieve the objective
of the study which is to identify the impact of covid-19 on the financial reporting of Jordanian public
limited companies during the year 2020. These types of studies are suitable for examining the evolution
of turnover and profits of these different companies.

a. Sample

We selected 35 companies in the sample from the following sectors: pharmaceuticals, banking,
insurance companies, mining, industries, construction, consumer goods, transport and logistics,

telecommunications, travel and leisure and other services.
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Of these 35 companies, only one has not published financial reports for the first three quarters of 2020
(this is the Jordan Press Foundation). All of the remaining 34 have produced at least one interim

financial statement report.

Table 1: Distribution of public entities with limited actions by sector of activity

Entities Number

Bank

Insurance

Real Estate

Health Care Services

Educational Services

Hotels and Tourism

Transportation

Technology and Communication

Media

Utilities and Energy

Commercial Services

Pharmaceutical and Medical Industries

Chemical Industries

Food and Beverages

Mining and Extraction Industries

Engineering and Construction

Electrical Industries

=l =N W= =] === Wl W] W W W

Textiles Leathers and Clothings

Grand Total

[S3]
U

Source: Author's calculations

b. Groups and information provided
In the first quarter of 2020, out of the 35 public limited companies in our sample, 29 (83% of the
entities in our sample) published full interim financial reports in accordance with IFRS respectively. The
other 6 did not publish any financial statement report, nor even sales and production reports. In the
second quarter of 2020, 83% of the sample of entities released a report of financial statements for the
period April 1, 2020 to June 30, 2020 in accordance with IFRS. In addition, these reports were
published within the recommended timeframe, that is to say, before the end of the third quarter of
2020. However, with regard to the financial reports for the first quarter of 2020, several public limited-
share companies were unable to publish their financial reports so much. Indeed, of the 35 entities
sampled, only 8 were able to publish their financial reports. Or 23% of the total sample. In addition, in
the second and third quarters of 2020, the publication of financial statement reports was more general.
In fact, 34 out of 35 entities (ie 97% of the total population of companies) were able to do so, and above

all within the required deadlines.
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Diagram 1: Details of financial reporting process

97.14% 97.14% 97.14%

82.86%

22.86%

T1 T2 T3

W Financial reports published W Financial Reports Delay

Source: Exploitation of data from Jordanian companies (ASE)

3. Impacts on results and industries

a. In quarter 1
The consequences of the covid-19 outbreak on the Q1 2020 financial statements of Jordanian limited-
stock companies have been quite different. Indeed, their impact on financial performance, overall
position or cash flow is moderate if we take into account that the health crisis only started in the second
half of March 2020. However, it is important to specify that the influence of the health crisis is evident
in the quarterly reports already drawn up by Jordanian companies.
Table 2: Statement of sales and profits between the first quarters of 2019 and 2020

Industry Change in Income Change in Results
Bank 3.35% -95.86%
Insurance 24.70% 26.69%
Real Estate -70.83% -47.54%
Health Care Services -6.83% -116.38%
Educational Services 127.36% 37.84%
Hotels and Tourism -20.61% -528.24%
Transportation 9.13% “11.74%
Technology and Communication -1.73% -18.49%
Utilities and Energy 27.00% -14.97%
Commercial Services 29.43% 38.31%
Pharmaceutical and Medical Industries 48.35% 93.45%
Chemical Industries -23.35% 5.97%
Food and Beverages -13.51% -12.32%
Mining and Extraction Industries 19.47% 227.19%
Engineering and Construction -83.81% 49.24%
Electrical Industries -41.63% 271.83%
Textiles Leathers and Clothings -24.56% -37.48%
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Source: Author's calculations based on data from financial reports of Jordanian

companieshttps://www.ase.com.jo/en/products-services/securties-types/shares

The sample of Jordanian firms, the subject of the study, was not subject to probability sampling.
Therefore, it is not representative of all limited share companies across Jordanian territory. However, it
should be noted that there are clearly significant differences between the entities when it comes to the
effects of the health crisis. In view of this context, sector activity was affected in a different way
depending on the nature of the sectors. Thus, the deeply affected sectors include activities dependent on
external demand, due to the substantial drop in demand addressed to Jordan, the rupture of global

value and supply chains, to which are added the sanitary measures imposed (Raouf et al., 2020).

The hospitality and tourism sector saw a sharp decline in these revenues due to a sudden drop in travel
and consumer spending. The repercussions are not limited to the leisure sector: construction companies
could be forced to reduce the number of their employees; retailers could have supply chain problems
with reduced profits for the food industries; distributors could not receive their stocks delivered from
abroad and entities could incur significant penalties in the event of contract cancellation. Generally

speaking, many limited stock companies across a wide range of industries have suffered economic losses

from this virus (Raouf et al., 2020).

Sectors classified as resilient have, for their part, been able to maintain positive growth in their turnover
or profits, although below the rate of trend change, bringing together domestic activities that support
economic activity ( banks, insurance companies), administered non-market sectors (health, education,
administration), production activities in this context of crisis (agrifood industries, pharmaceutical
industries) and export activities where Jordan holds a position a major player in the MENA region

(phosphate and derivatives activities).

The positive growth of entities like the medical sciences is based on the effects of stockpiling. Indeed,
the pharmaceutical industries have experienced an explosion in their turnover due to the increased need

for drugs to absorb the covid-19 pandemic in the early hours of the epidemic (Raouf et al., 2020).

Regarding the profits obtained in the first quarter of 2020 by the Jordanian public limited-stock
companies in our sample, only companies in the insurance, commercial services, pharmaceutical and
construction engineering sectors made profits during this period of health crisis. The other entities

suffered heavy financial losses, in particular those in the tourism and hotel sectors and mining.

Based on the information available in Quarter 1, there is significant uncertainty over the next two
quarters that could cast significant doubt on the ability of Jordanian limited-stock companies to
continue operating at the shareholder level. Hence the need to provide them with the adequate

information needed to make the decision to invest in the future.

b. In quarter 3
The chemical industries saw, on reading Table 4, their turnover increase substantially (245% more
between the first quarter and the third quarter of 2020). An increase in turnover was also observed in
the following sectors: Bank, Utilities and Energy, Food and Beverages, Mining and Extraction

Industries, Engineering and Construction, and Electrical Industries. It is thus noted that consumer
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goods as well as economic activities in general, have experienced a positive development linked to the

gradual lifting of the foreclosure in Jordanian territory.

Table 3: Statement of sales and profits between the third quarters of 2019 and 2020

Industry Change in Income Change in Results
Bank 3.23% -38.28%
Insurance 8.73% -11.10%
Real Estate 304.40% -60.73%
Health Care Services -15.89% -1339.02%
Educational Services 1.46% 9.73%
Hotels and Tourism -72.84% -1025.30%
Transportation -17.18% -14.59%
Technology and Communication -20.48% -50.02%
Utilities and Energy 11.20% 87.17%
Commercial Services 92.17% -134.61%
Pharmaceutical and Medical Industries 5.74% 15.45%
Chemical Industries -11.58% 278.88%
Food and Beverages 23.97% 768.71%
Mining and Extraction Industries 14.04% -197.82%
Engineering and Construction -50.96% 63.23%
Electrical Industries -2.22% 157.75%
Textiles Leathers and Clothings -10.58% 268.32%
Source: Author's calculations based on data from financial reports of Jordanian
companieshttps://www.ase.com.jo/en/products-services/securties-types/shares

Table 4: Evolution of turnover and profits between the first and third quarters of 2020
Industry Change in Income Change in Results
Bank 6.34% -48.52%
Insurance -68.17% 96.49%
Real Estate 36.88% 177.26%
Health Care Services -4.84% -86.63%
Educational Services -44.99% 74.06%
Hotels and Tourism -60.84% 78.64%
Transportation -15.08% 291.79%
Technology and Communication 27.77% -34.75%
Ugtilities and Energy 5.13% 981.31%
Commercial Services 91.28% -136.94%
Pharmaceutical and Medical Industries -5.82% -39.39%
Chemical Industries 245.27% 80.67%
Food and Beverages 10.57% 725.39%
Mining and Extraction Industries 16.80% -179.76%
Engineering and Construction 643.26% 131.89%
Electrical Industries 25.41% 14.51%
Textiles Leathers and Clothings 41.20% 47.56%
Source: Author's calculations based on data from financial reports of Jordanian

companieshttps://www.ase.com.jo/en/products-services/securties-types/shares
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On the other hand, travel and leisure, commercial services, textile industries and transport continue to
be affected by the health crisis because they present significant risks of contagion. In terms of revenue,
travel and leisure, commercial services, and textile industries were strongly impacted year on year with a
decline of 61%, 91%, and 41%, respectively, in the third quarter.

As shown by the results shown in Table 4, the outbreak of the covid-19 pandemic and the extent of its
spread in Jordan had negative effects in these different sectors of activity during the first nine months of
the year. 2020. This shows a sharp contraction in their turnover. The mining sector has not really been
negatively impacted by the pandemic. Travel and leisure mainly suffered from a sharp drop in demand,

mainly due to travel restrictions and associated uncertainties over the entire 9-month period.

Notwithstanding the health crisis, certain branches of activity display a more resilient behavior. Thus,
the real estate sector was able to compensate for its losses in the first quarter of 2020. Indeed, the covid-
19 pandemic has subjected the sector to the effects of a double shock, on the supply side in relation to
the stoppage of construction sites during the containment period and on the demand side following the

establishment of containment for a relatively long period.

Automotive and Transportation & Logistics showed positive development in the third quarter, which
translated into positive earnings trends. Therefore, this climate of uncertainty shows the need for
Jordanian limited-stock companies to provide up-to-date information that is useful to investors to
adequately reflect the expected impact of covid-19 on financial statements as well as the main risks to

which the entities are exposed.

In these circumstances, regulators realize the importance of greater transparency in the disclosure of
financial information. In its statement on "The importance of disclosure on COVID-19" published in
June 2020, the International Organization of Securities Commissions (IOSCO) specified the 3 major
axes which require greater transparency in the communication of information on the significant impacts
of the covid-19 pandemic and the resulting level of uncertainties (IMF, 2020). This is how the majority
of the interim financial reports published by the Jordanian entities in our sample, mentions the impacts
of covid-19 on the preparation of said reports as well as the impact on the turnover and profits of the
various limited share companies. This information must indeed appear in the reports to guarantee

investors the availability of reliable data on the situation impacted by the health crisis.
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Diagram 2: Details of covid's impact on financial reports from jordanian entities

20 20

19

T1 T2 T3

Il No Detail g Medium and high detail

Source: Author's calculations

Looking closely at the reports of Jordanian companies in our sample, the amount of detail presented in
the first quarter increased slightly in the second quarter and remained constant in the third quarter.
This stability in the third quarter is due to the fact that Jordanian public limited companies are obliged
to publish complete and timely quarterly interim financial reports. Companies that have been providing
complete interim financial information since the start of fiscal 2020 have at least maintained their level
of detail.

c. Potential impacts of covid-19
Most of the business sectors in Jordan are severely impacted but to differentiated degrees, even if some
companies show a strong resilience manifested by their capacity to continue their exploitation while
accommodating the health requirements due to the pandemic (Raouf et al. al., 2020). There are indeed
changes in business models over a longer period of time following short-term measures such as the
almost total suspension of trading activities (Igoe, 2020). Since shareholders need relevant information
to understand the data coming from the financial statements prepared for each quarter, the
uncertainties introduced in the conduct of the activities of the limited share companies in Jordan
necessitate the updating of the financial information. From that moment, it will be possible to estimate
the measure of the impact of covid-19 on the valuation of the assets and liabilities of these entities, and
the ability of an entity to continue operating (Igoe , 2020). In addition, this information obtained can
allow a careful assessment of cash flow projections for the next reporting season taking into account
several scenarios. These different scenarios are based on reasonable, justifiable and realistic estimates
and assumptions to convince investors. this information obtained can allow a careful assessment of cash
flow projections over the next reporting season taking into account several scenarios. These different
scenarios are based on reasonable, justifiable and realistic estimates and assumptions to convince
investors. this information obtained can allow a careful assessment of cash flow projections over the next
reporting season taking into account several scenarios. These different scenarios are based on

reasonable, justifiable and realistic estimates and assumptions to convince investors.

Investing becomes a real problem if the health crisis persists. Jordanian limited stock companies must

provide detailed financial reports so that financiers and investors can view and analyze them thoroughly
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with a view to making informed decisions on whether or not to invest (Igoe, 2020) . To this end,
entrepreneurs will have to put in place a strategy and define objectives in line with the economic
recovery of companies and reassure shareholders at the same time as the health crisis. In other words,
analyze the significant trends and risks that have had an impact on the financial statements, as well as
those that could have a future impact in the medium to long term (CSA, 2020).

However, IOSCO strongly recommends entities not to adjust their existing alternative performance
measures or to set up new alternative performance measures (“APM”). In particular, businesses especially
Jordanian ones should refrain from characterizing a disability as being related to COVID-19, especially
where triggers for the impairment existed prior to the pandemic. Additionally, displaying sales and
hypothetical results without the effect of COVID-19 is considered inappropriate (Igoe, 2020).

It is in this logic that ESMA recommends making quantitative and qualitative information available to
investors and shareholders on how covid-19 impacts or will impact the turnover and profits of
companies. The latter have the obligation to produce detailed financial reports, especially with regard to
the assumptions used and the way in which the various uncertainties encountered have affected the
estimates made and the strategy undertaken to deal with the impacts of covid-19 (Igoe , 2020).

Through this study where it is a question of exploiting the financial reports of the first three quarters of
the year 2020 of Jordanian public limited-share companies, we have set ourselves the objective of giving
examples which constitute good indications in the presentation of information in the financial

statements and in the management reports at December 31, 2020.

4. Reporting approaches

a. Publication of information: relevance and reliability
Jordanian and foreign shareholders need quality information through the financial reports published by
companies in order to decide to invest. It is therefore essential for them to be aware of the consequences
of the covid-19 epidemic on the quarterly financial statements, as well as the related uncertainties and
risks. It is also useful for them to know how the entities faced the many challenges to be taken up linked
to the health crisis, both in terms of finances and the management of the internal organization of each

company.

Stock prices of publicly traded companies can fluctuate, sometimes rapidly and abruptly, due to factors
specific to specific companies, industries or sectors or the market as a whole (Templeton, 2020).
Investments in companies with limited shares involve specific risks linked in particular to fluctuations in
exchange rates and socio-economic instability. Such investments can experience significant price

volatility in any given year.

Thus, reliable information, as specific and detailed as possible, helps to maintain the confidence of
investors, the main users of financial statements. In the context of covid-19, it is all the more important
that quarterly financial information allows shareholders to better understand the situation and financial
performance of companies. In this period of great uncertainty, investors are particularly keen on
forward-looking information, in particular on the liquidity situation and the financial needs of

companies (Igoe, 2020).
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On the other hand, a good understanding of the financial performance of a company requires the use of
an income statement. Indeed, it is a financial statement which presents the formation of the net result
over the past financial year by showing all the income and expenses. In order to reflect the past
performance of an entity, in particular taking into account the effects of the pandemic, it is crucial to
distribute this financial information throughout the income statement; some elements cannot be
isolated because the consequence is a decrease in products (such as on turnover) or because the impact
of covid-19 cannot be determined reliably (AMF, 2020). Such a result would be more in line with IFRS

standards.

Therefore, understanding the impact of the health crisis and its long-term uncertainties is crucial given
that the covid-19 crisis results in an unprecedented deterioration in global economic conditions. Care
should therefore be taken to provide local and foreign shareholders with detailed financial information

on past and future performance and in full transparency in this time of great uncertainty (Beazley,

2019).

It is important to specify that in the interim and annual financial reports of companies, certain parts
appearing therein (financial statements, management comments) as well as the information presented to
current or future investors lead to the implementation of an economic resilience program and social
within these entities. However, the information in these accounting documents must be detailed and

clear in order to encourage private investment flows (De Mello, 2020).

b. How to respond and protect against the covid-19 pandemic?
The economic and employment crisis engendered by the coronavirus pandemic is having far-reaching
effects on businesses around the world, undermining the development of sustainable businesses and the
creation of decent and productive jobs (Mahler et al. al., 2020). Efforts to contain the spread of the virus
have disrupted production flows, reduced demand for goods and services, and forced companies to
suspend or reduce their operations (IOSCO, 2020).

Following compulsory confinement in the majority of countries affected by the health crisis, including
Jordan, many of the limited-share companies have ceased their activities due to restrictions on national
economic activity, in order to limit the spread of the epidemic. This resulted in a reduction in the supply
of the local market with basic necessities, a disruption of the global value chain of several industrial
branches which led to a decrease in demand (Kalinina, 2019). With containment policies easing in early

summer, companies can restart or scale up operations.

However, with the risks of resuming containment looming (to avoid or mitigate the impact of
coronavirus infections), many Jordanian limited-stock companies are unable to move quickly to full
speed and could be subject to further market disruptions (ILO, 2020). Consequently, Jordanian
businesses will have to operate under various forms of constraints: these measures will vary by industry,
and business productivity will continue to be constrained by legal and regulatory measures (social

distancing, and others. public health measures).

It is fundamental to understand whether the measures undertaken and the efforts made to cope with
the significant repercussions of the global covid-19 pandemic are adequate because, indeed, it makes it

possible to assess the effects of the health crisis situation on past results. . Moreover, it is difficult to
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separate the variations in turnover and company profits from the impact of the coronavirus (Igoe, 2020).
However, the Jordanian limited share entities have proceeded to the production of their quarterly
financial reports according to various approaches so as to extend the level of detail of the financial
information provided to investors, on the impact of covid-19 on the financial statements of the
companies. 3 first quarters of the year 2020.

Referring to Figure 2, it emerges that overall, the Jordanian limited-stock companies in our sample
provided detailed information during the first three quarters of 2020. This information, mostly
quantitative, was relevant and reliable sources to understand the impact of the covid-19 epidemic on

quarterly financial reports.

c. Effects on performance of previous years
In order to provide relevant information for better decision-making for local and foreign investors, the
financial information presented in the quarterly reports useful to shareholders is presented either in a
specific chapter dedicated to the effects of covid-19 on the financial statements. of the company, or in
various chapters of the financial report. These approaches exclusively concern entities that wanted to
make more reliable and detailed information available to investors (Deloitte & Touche LLP, 2021).
Example 1: Significant events disclosure: positive impacts

11) Coronavirus (Covid-19)

On March 11, 2020, the World Health Organization declared the new Coronavirus (Covid-19)
as a global epidemic, and the organization recommended measures to contain the epidemic
around the world. On March 18, 2020, the Hashemite Kingdom of Jordan announced a health
ban against the pandemic that lasted for about two months. Due to the nature of the group’s
activities, the group did not stop its activities in providing health, preventive, diagnostic and
therapeutic services. We cannot reliably estimate the severity of this epidemic, but we do
not expect that it will have fundamental negative effects on the financial situation, the
company's business results and cash flows for the year 2020.

Source: AL-BILAD MEDICAL SERVICES quarterly results release

https://www.ase.com.jo/en/company_guide/disclosures/289

Example 2: Significant events disclosure: measures taken

14) The spread of Corona virus (COVID-19) and its effect on the Grou

Corona virus has impacted the global economy and caused imbalance in the global markets, and
lowered the demand from guests in hotels, which have had a negative impact on the transport and
tourism sector due to the restrictions on travel in addition to the quarantine period for travelers, the
cancellation of conferences and the decline in travel reservations. The management has prepared
a preliminary study to determine the impact of the Corona virus on the activities of the group and
its financial statements and the appropriate measures to enable the Group to continue its activities
in light of the current circumstances. Management procedures included focusing on domestic
tourism and postponing 12 installments of Cairo Amman Bank Loan (1) and obtaining two new
loans during the year 2020 from Cairo Amman Bank with a grace period of 12 months for one of
them, the Group also reduced expenses by applying defense order No.6 on its employees’
salaries. The Group's management expects the business results to improve when the land borders
are fully opened for travelers.

Source: JORDAN EXPRESS TOURIST TRANSPORT quarterly results release

https://www.ase.com.jo/en/company _historical/JETT
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JORDAN TELECOMmentions the effects of the covid-19 epidemic in a specific chapter of their
quarterly financial report. It also took care to carry out a quantitative analysis of the effects of the health

crisis on their financial statements.

Example 3: Quantitative information on the impacts

The full extent to which the COVID-19 pandemic may impact Group's results, operations or
liquidity is uncertain. Management continues to monitor the impact that the COVID-18 pandemic
has on the Group, the telecommunications industry and the Jordanian economy, in which the
Group operates. Management has established a Business Continuity and Crisis Management
(BCCM) framework to assess and monitor the impact of COVID -19. An analysis of the impact of
the pandemic was conducted as part of their going concem assessment using information
available to the date of issue of these interim condensed consolidated financial statements. The
analysis included an assessment of areas of concemn including: Revenue recognition, collectability
of receivables and expected credit losses, disruption to existing contracts and payment
extensions, loan repayments and interest rates, currency movements, impairment of property and
equipment, dividends and impact on the Group's liquidity.

Corporate
Commercial
Financial Centars
Individuals Govemment _Hospitalily institutions and Ratall Healthcare Others Total
JD Jo Jo JD JO JD JD JD
31 March 2020 10,314,530 4,515,708 1,109,810 1,387
y =215, 108, 387,922 238 865 3,145 641
e 2,968,727 23,659,393
2018 6,654,836 J3887,139 693,867 758,835 200,325 3,261,200 2.328,775 17,585,167

As part of the BCCM, the Group has implemented aggressive cash collection measures to

monitor, assess i §
tia BRabing oIt i:nc! collect the maximum possible cash from customers following the events of

Source: JORDAN TELECOM quarterly results release

http://ase.com.jo/en/company guide/disclosures/425

Jordan Telecom also focused in its financial report on uncertainties related to the continuity of the
epidemic of covid-19 on the financial statements recorded in the quarterly reports. We also note that it
mentions the importance of having more information in order to determine the estimates useful to

investors.

The consequences of the health crisis on financial statements require a quantitative assessment of the
information available because it can accurately inform investors (PCAOB, 2017). In addition, related
information on the measures taken to contain the covid-19 pandemic is fundamental. Indeed, once in
possession of this crucial information, investors will be able to understand the main risks and
uncertainties to which limited-share companies are exposed (Igoe, 2020). It will also be possible for them
to know the assumptions used to determine the future impact of the pandemic on the company's

activities.

d. Liquidity information
First, the management of Jordanian companies must determine whether the “going concern”
assumption is valid. The notion of “going concern” assumes that the company has enough resources at
its disposal to continue its activities for the next twelve months (CNC, 2020). The assessment of this
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ability of the company to continue operating takes into account many factors, in other words, more
reliable information. Among these factors, some rely heavily on the judgment of company management
due to the uncertainty surrounding the covid-19 pandemic (Igoe, 2020). Among the elements requiring
such an exercise of judgment, we can mention the assessment of the support expected from the

government as well as the duration and extent of the epidemic.

However, we did not observe many Jordanian companies focusing more on going concern assumptions

and related judgment, but we do expect an increase in year-end 2020 financial data.

Example 4: Expenditure and cost reduction

g) Dividends

On 30 January 2020, the Board of Directors decided to propose to the General Assembly in its
meeling that will be held during 2020 a cash dividend for 2019 of JD 0.1013 per share totaling JD
19,000,000. Due to the COVID-19 outbreak, the Board of Directors reassessed its decision during
the meeting held in May 2020 and decided to propose a cash dividend totaling JD 13,125,000,
which does not exceed 70% of 2019 profits. In its meeting held on 23 July 2020, the General
Assembly decided to increase the cash dividends for the year 2019 to JD 0.08 per share with total
amount of JD 15,000,000.

h) Group's liquidity
Management conducted an analysis which indicates that the solvency position is and will likely

remain within the Group's ‘Capital Management Framework' targets. Management believe the
preparation of the financial statements on a going concern basis remains appropriate.

Source: JORDAN TELECOM quarterly results release

http://ase.com.jo/en/company guide/disclosures/425

Example 5: Expenditure and cost reduction

The full extent to which the COVID-19 pandemic may impact Group’s results, operations or
liquidity is uncertain. Management continues to monitor the impact that the COVID-19
pandemic has on the Group, the Jordanian economy, in which the Group operates.
Management assessing and monitoring the impact of COVID -19. An analysis of the impact of
the pandemic was conducted as part of their going concern assessment using information
available to the date of issue of these interim condensed consolidated financial statements.
The analysis included an assessment of areas of concern including: Revenue recognition,
collectability of receivables, cheques under collections and the related expected credit losses,
disruption to existing contracts and payment extensions, loan repayments and interest rates,
impairment of investment property and impact on the Group’s liquidity.

Management is in the process of renegotiating various contracts with suppliers in order to
control cash expenditures.
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As of 31 December 2019, the management estimated the fair value of the investment property
using the discounted cash flows method, and due to the recent development of the COVID-
19 outbreak, management is in the process of updating the forecast of cash flows in order to
update the valuation. However, and based on the high-level review of the forecast,
Management is of the opinion that the fair value of the investment properties exceeds its
carrying amount at 30 June 2020.

Management will be continuously assessing the existence of impairment indicators including
the fall of stock, decrease of market interest rates, shop closures and reduced demand and
selling prices of equipment and services.

Source: AL TAJAMOUAT FOR TOURISTIC PROJECTS CO PLC quarterly results release

http://ase.com.jo/en/company historical/ TAIM

The continuity of the operation of a business is not the only thing to be taken into account by the
investors especially in these times of great uncertainty. Indeed, companies must analyze the impact of the
covid-19 pandemic on liquidity risk. As evidenced by a recent survey of investors, which suggests that
information about liquidity risks and how management addresses them should be included in annual or
quarterly financial statements (e.g. FRC LAB, June 2020 ). The information provided sheds light on the
immediate or future financial constraints of the company, which helps users of financial statements in

their decision-making process (CNC, 2020).

In severely affected sectors (tourism, transport, chemical industries and construction), it is essential to
obtain more information on the amount of liquidity available so that the different stakeholders feel
comfortable in their decision-making. to invest or not. As a result of travel restrictions, airlines lose a
large portion of revenue and therefore a large portion of their operating cash inflows, forcing additional
information on securing liquidity to be provided (BDO Global, 2021).

5. Future prospects

Investors place a lot of importance on past performance. In the majority of cases, financial institutions
do not hesitate to highlight them as part of a better decision-making process. Indeed, past performances
are interesting if an investor wishes to have an idea of the investment risk, provided that they are
presented over a sufficiently long period, in particular in a context of a health crisis. For an equity

investment, an investor should rely on the past performance of an investment to estimate its future

return (ICAEW, 2021).

Therefore, for proper investor information, companies must provide information on the various
indications relating to investment risks. A detailed update of the strategy put in place to mitigate the
effects of the crisis and the means implemented is vital (Igoe, 2020). In summary, it is important to take
into account, beyond the short-term impacts of the crisis on cash flows, the effects on the company's

long-term projections based on management's best estimate (AMF, 2020).

Apart from reducing liquidity constraints and increasing additional funds, the main steps to be taken to
recover are as follows:

e Reduce costs and expenses

e Reduction in capital expenditure

e Review of dividend policies
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With 9 months already passed, the financial statements for the third quarter, with regard to the

Jordanian limited share entities, are already a good opportunity to reflect the impact on the measures

taken (PWC, 2017).

The rapid and unexpected spread of the virus in early 2020 necessitated drastic measures in Jordan and
led to the temporary shutdown of businesses and economic activities with unexpected results and the
need for timely recovery measures (cf. AIHC Quarterly Report, September 2020, p.11). Among
Jordanian limited-share companies, there are some that have considered reforms in their dividend
policy, as well as a reduction or postponement of the sharing of these profits (UNCTAD, 2020).
Therefore, the provision of transparent information on the explanations and choices of these decisions

will be very useful to maintain investor confidence.

Example 6: Adaptation of dividend policy

On 30 January 2020, the Board of Directors decided to propose to the General Assembly in its
meeting that will be held during 2020 a cash dividend for 2019 of JD 0.1013 per share totaling JD
19,000,000. Due to the COVID-19 outbreak, the Board of Directors reassessed its decision during
the meeting held in May 2020 and decided to propose a cash dividend totaling JD 13,125,000,
which does not exceed 70% of 2019 profits. In its meeting held on 23 July 2020, the General
Assembly decided to increase the cash dividends for the year 2019 to JD 0.08 per share with total
amount of JD 15,000,000.

Source: JORDAN TELECOM quarterly results release

http://ase.com.jo/en/company guide/disclosures/425

6. Information for better decision making

The impact of the covid-19 pandemic is significant on economies, markets and businesses globally. In
this unpredictable context, Jordanian companies, especially those affected by the health crisis, will have
to consider the possible implications in their financial statements that they deliver to targeted financial
users (investors) to communicate information on long-term projections. term cash flows in a transparent

manner based on management's best estimate (Igoe, 2020).

It is crucial to identify the main risks and their factors, the opportunities opening the way for the growth
of companies, especially those emerging from the crisis. Given that the outlook remains marred by great
uncertainties, particularly with the hypothesis of a longer-than-expected pandemic, weakening of trade,
disruption of value and supply chains, current or future shareholders must necessarily take knowledge of

this information through the financial statements.
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Example 7: Outlook and assumptions

- Global practices for calculating credit losses based on International Financial
Reporting Standard No. (9), in a manner that leads to taking into account
the impact of (COVID-19) event , and reaching reasonable expectations for
the expected outputs of the impact.

- Management’s overlay in assessing the impact on specific sectors or specific
clients based on the study of each sector or customer separately.

The affected sectors have been divided into three main levels:

- Unaffected (low-risk) sectors
- Moderately affected sectors (medium risk)
- Highly affected sectors (high risk)

Risks levels for economic sectors have been determined based on a set of
local reports issued by research centers related to approved bodies such as
the Association of Banks in Jordan, in addition to reports issued by global
economic institutes such as Moody’s Co. and the International Bank.
Therefore, the following proposals have been made:

Impacting scenario ratios
According to the instructions of the Central Bank of Jordan regarding the

application of International Financial Reporting Standard No. (9), banks must
conduct several scenarios for calculating the expected credit losses, so that
the final outcome of the results represents the “expected weighted credit
losses for the scenarios”. In this respect, the Bank adopts three scenarios:
Base Scenario, Upturn Scenario, and Downturn Scenario. The weights of
these scenarios are determined based on the results of the Normal
Distribution Curve.

Probability of Default (PD) Ratios Scenarios
The Bank has determined the appropriate scenarios according to the risks

levels for each economic sector and make scenarios for those who deal with
sectors with high risk sectors and calculated its impact on the expected
credit losses.

Source: BANK AL ETIHAD quarterly results release

http://ase.com.jo/en/company guide/disclosures/205

Conclusion

The global covid-19 epidemic continues to have significant repercussions on the growth engines of the
world economy, especially those in the Middle East and North Africa, making the end of the crisis as
complex as it is uncertain. The disruption induced by the health crisis during the first three quarters of
2020 has plunged MENA countries into a spiral of uncertainties and risks that are difficult to quantify
to the point where financial reporting poses major challenges for Jordanian companies, especially those
economically affected by the pandemic.

As the financial statements are affected, taking past performance into account to establish financial
projections may not be useful for investors who for their part need relevant and detailed information on
cash flows as well as on the capacity of Jordanian companies. with limited shares to continue their
operation. This calls into question the strategic position of certain Jordanian companies which have

suffered the most from financial contractions. Therefore the forecasts, projections and estimates for the
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calculation of depreciation as at December 31, 2020 will need to be carefully reviewed to ensure that
material events related to covid-19 are properly incorporated into companies' financial statements. Since

then,

In this context, it is important to make sustained efforts in the production of financial reports of
Jordanian limited companies. This therefore requires the collection of sufficiently detailed and reliable
information on the consequences of the covid-19 epidemic on the quarterly financial statements, the
strategy undertaken to deal with the impacts of the health crisis, the determination of calibrated
scenarios. on the basis of reasonable, justifiable and realistic estimates and assumptions to remove

uncertainties among potential investors.

As the drafting of the annual report and of the last quarter of 2020 is current, we mainly recommend:

e To write a summary of the effects of the covid-19 epidemic on the various financial statements
in order to identify the necessary adjustments to the estimates of uncertainties.

e Extend the level of detail and transparency of the information usually provided in quarterly and
annual financial statements regarding the effects of covid-19 on past performance and
understand the future prospects of limited-stock companies in Jordan.

e Provide information on the management outlook, on the careful assessment of cash flow
projections, consideration of scenarios, and an update of the assumptions and judgments used
to determine the future impact of the pandemic on the business limited-share companies.

e Include narrative information on how the various uncertainties encountered affected the
estimates made and the strategy undertaken to deal with covid-19.

e Since the level of uncertainty over the duration of the pandemic is large, it is crucial to use

quantitative information in a sustained manner.

The management of the health crisis has generated encouraging dynamics and the covid-19 epidemic
could be mitigated in the coming months. A situation that thrills optimists, however, the economic and
financial stakes are enormous and the preparation of financial reports will always be subject to great

uncertainty whether it is true that one crisis usually follows another.
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