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Thursday 31 October 2019
Ref: HH/MM/1151/2019

Messrs. Amman Stock Exchange

Greetings and respect,

Subject: Interim Condensed Consolidated Financial Statements

Pursuant to the provisions of Article no. (43/a-2) of the prevailing Securities Law, enclosed
are the interim condensed consolidated financial statements for the nine months ended

30 September 2019.

Zara Investment (Holding} Company
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Ernst & Young Jordan
P.0.Box 1140
Amman 11118
Building a better e
working world Tel : 00 962 6580 0777/00 962 6552 6111

Fax: 00 962 6553 8300
www.ey.com/me

REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
To THE BOARD OF DIRECTORS OF

ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY

AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
Zara Investment Holding Company - Public Shareholding Company (the “Company”) and its
subsidiaries (the “Group”) as at 30 September 2019, comprising of the interim condensed
consolidated statement of financial position as at 30 September 2019 and the related interim
condensed consolidated statements of profit or loss, comprehensive income, changes in equity
and cash flows for the nine-months period then ended and explanatory notes. The Board of
Directors is responsible for the preparation and presentation of these interim condensed
consolidated financial statements in accordance with International Accounting Standard IAS
34 (Interim Financial Reporting). Our responsibility is to express a conclusion on these interim
condensed consolidated financial statements based on our review.

Scope of review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in all
material respects, in accordance with IAS 34.

Amman - Jordan
30 October 2019

panct+ T

A member firm of Ernst & Young Global Limited



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 30 SEPTEMBER 2019
30 September 31 December
2019 2018
ASSETS JD JD
(Unaudited) (Audited)
Non-current assets -
Property and equipment 168,761,588 159,347,569
Investment properties 5,461,075 5,569,551
Projects in progress 3,635,324 970,070
Financial assets at fair value through other
comprehensive income 10,822,052 10,869,394
Advance payments for Land purchases 111,199 111,082
Deferred tax assets 1,720,882 1,720,882
Rights of use assets 1,401,885 -
Other non-current assets - 1,339,107
181,814,005 179,927,655
Current assets -
Inventories 1,801,249 1,673,061
Accounts receivable 4,671,260 5,345,069
Other current assets 5,308,767 4,199,626
Cash on hand and at banks 15,113,786 15,260,439
26,895,062 26,478,195
Total Assets 208,709,067 206,405,850
EQUITY AND LIABILITIES
Equity-
Attributable to the equity owners of the parent -
Paid-in capital 150,000,000 150,000,000
Statutory reserve 5,132,263 5,132,263
Voluntary reserve 689,496 689,496
Cumulative change in fair value 6,144,403 6,189,260
Retained earnings 3,829,687 3,255,018
165,795,849 165,266,037
Non-controlling interests 20,592,913 21,532,731
Total Equity 186,388,762 186,798,768
Liabilities-
Non-current liabilities -
Long-term loans E 212,400
Deferred tax liabilities 453,061 488,104
Long term lease liabilities 1,269,235 B
Other current liabilities 1,960,779 -
3,683,075 700,504
Current liabilities -
Current portion of long-term loans 212,400 424,800
Current portion of lease liabilities 253,745 -
Due to banks 2,991,522 6,714,441
Accounts payable 6,186,506 6,417,458
Other current liabilities 7,729,664 4,080,277
Other provisions 622,929 569,734
Provision for income tax 640,464 699,868
18,637,230 18,908,578
Total Liabilities 22 320,305 19,607,082
Total Equity and Liabilities 208,709,067 206,405,850

The accompanying notes from 1 to 14 form part of these interim condensed consolidated financial statements



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE THREE MONTHS AND NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

For the three months For the nine months

Notes ended 30 September ended 30 September
2019 2018 2019 2018
JD JD JD JD
Operating revenues 18,000,356 17,889,078 53,497,631 50,437,414
Operating expenses (14,162,821) (14,092,661) (40,619,772) (38,790,903)
Net operating revenues 3,837,535 3,796,417 12,877,859 11,646,511
Interest income 68,377 81,321 299,910 263,285
Other income 149,012 79,478 550,027 522,894
Finance costs (78,759) (116,019) (229,433) (379,303)
Finance costs - lease liabilities (36,5086) - (115,387) B
Depreciation of property and equipment (2,002,439) (1,986,272) (6,031,074) (5,946,999)
Depreciation - rights of use assets (38,007) - (119,588)
Administrative expenses (694,058) (743,902) (2,141 ,473) (2,274,871)
Other provisions (41,599) (30,117) (121,426) (105,299)
Profit for the period before income tax 1,163,556 1,080,906 4,969,415 3,726,218
income tax expense 8 (136,436) (165,131) (640,714) (481,619)
Profit for the period 1,027,120 915,775 4,328,701 3,244 599
Attributable to:
Equity holders of the parent 787,097 509,658 3,809,839 2,322,437
Non-controlling interests 240,023 406,117 518,862 922,162
1,027,120 915,775 4,328,701 3,244 599
JD / Fils JD /Fils JD / Fils JD / Fils
Basic and diluted earnings per share
attributable to the equity holders of
the gampnt 10 0/005 0/003 0/025 0/015

The accompanying notes from 1 to 14 form part of these interim condensed consolidated financial statements



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS AND NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

Profit for the period

Other comprehensive income items
after tax not to be reclassified to
profit or loss subsequently:

Change in fair value, net of tax

Total comprehensive income for the period

Attributable to:

Shareholders of the parent
Non-controlling interests

For the three months
ended 30 September

For the nine months
ended 30 September

2019 2018 2019 2018

JD JD JD JD
1,027,120 915,775 4,328,701 3,244,599
(17,253) (10,379) (44,857) 31,139
1,009,867 905,396 4,283,844 3,275,738
769,844 499,279 3,764,982 2,353,676
240,023 406,117 518,862 922,162
1,009,867 905,396 4,283,844 3,275,738

The accompanying notes from 1 to 14 form part of these interim condensed consolidated financial statements
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ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

OPERATING ACTIVITIES
Profit for the period before income tax

Adjustments:

Interest income

Gain on sale of property and equipment, net

Dividends income

Finance costs

Finance costs - lease liabilities

Depreciation of property and equipment

Depreciation — right of use assets

Provision for (recovered from) expected credit losses, net
Other provisions, net

Changes in working capital:

Inventories

Accounts receivable
Other current assets
Accounts payable
Other current liabilities
Provisions paid

Income tax paid
Net cash flows from operating activities

INVESTING ACTIVITIES

Purchase of property and equipment

Proceeds from sale of property and equipment
Purchase of investment properties

Projects in progress

Advance payments for land purchases
Advance payments to suppliers and contractors
Contractors accruals and retentions

Other current liabilities

Dividends income received

Interest income received

Net cash flows used in investing activities

FINANCING ACTIVITIES

Repayment of a loan

Dividends paid

Dividends to non-controlling interest
Finance costs paid

Payment of lease liabilities

Cash flows used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

For the nine months

Notes ended 30 September
2019 2018
JD JD
4,969,415 3,726,218
(299,910) (263,285)
(10,715) (7,040)
(43,703) (43,703)
220,433 379,303
115,387 g
6,031,074 5,046,999
119,588 -
23,662 (25,591)
121,426 105,299
(128,188) (30,889)
650,147 347,469
386,212 202,999
(230,952) 849,062
1,120,365 744,811
(68,231) (88,204)
8 (732,676) (792,548)
12,252 334 11,051,800
3 (1,553,147) (1,857,115)
86,384 14,105
(3,930) (3,896)
4 (4,156,889) (2,200,359)
(117) 5
(276,245) (814,429)
221 439 53518
1,927,005 -
43,703 43,703
299.910 263,285
(3.411,887) (4,501,188)
(424,800) (424,800)
(2,964,482) (2,978,295)
(1,450,670) (1,208,891)
(187,168) (300,405)
(237,061) -
(5,264,181) (4,912,391)
3,576,266 1,638,221
8,545,998 11,801,824
5 12,122,264 13,440,045

The accompanying notes from 1 to 14 form part of these interim condensed consolidated financial statements



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

(1) GENERAL

Zara Investment Holding Company (the “Company”) was established on 10 May 1994 as a Public
Shareholding Company. The Company’s paid-in capital is JD 150,000,000 consisting of 150,000,000
shares at par value of JD 1 each.

The principal activities of the Company are to manage its subsidiaries, participate in other
companies’ management in which it is a principal owner, invest in stocks, bonds and financial
instruments, and grant loans, guarantees and finance to its subsidiaries. The Company owns,
through its subsidiaries, hotels and resorts located in several areas of Jordan (Amman, Dead Sea,
Petra, Himmeh and Agqaba).

The interim condensed consolidated financial statements were authorized for issue by the Board of
Directors in its meeting held on 30 October 2019.

(2) ACCOUNTING POLICIES

BAsIS OF PREPARATION

The interim condensed consolidated financial statements for the nine-months period ended 30
September 2019 have been prepared in accordance with International Accounting Standard 34
(Interim Financial Reporting).

The interim condensed consolidated financial statements have been prepared on a historical
cost basis.

The interim condensed consolidated financial statements are presented in Jordanian Dinars
“JD”, which is the functional currency of the Company.

The interim condensed consolidated financial statements do not contain all information and
disclosures required for full consolidated financial statements prepared in accordance with
International Financial Reporting Standards (IFRSs), and should be read in conjunction with the
Group's annual consolidated financial statements as of 31 December 2018. In addition, the
results for the nine-months period ended 30 September 2019 are not necessarily indicative of
the results that may be expected for the financial year ending 31 December 2019.



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS AND NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

Basis of Consolidation

The interim condensed consolidated financial statements comprise the financial statements of Zara
Investment Holding Company and its subsidiaries together (the “Group”) as at 30 September 2019
(Note 11).

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary.

The financial statements of the subsidiaries are prepared for the same financial year of the Company,
using consistent accounting policies. The transactions, balances, revenues, expenses, and
unrealized profits and losses between the Parent Company and the subsidiary Companies are
eliminated.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction. If the Group loses control over a subsidiary, it:

o Derecognizes the assets (including goodwill) and liabilities of the subsidiary

e Derecognizes the carrying amount of any non-controlling interests

o Derecognizes the cumulative translation differences recorded in equity

e Recognizes the fair value of the consideration received

» Recognizes the fair value of any investment retained

¢ Recognizes any surplus or deficit in profit or loss

¢ Reclassifies the parent’s share of components previously recognized in OCI to profit or loss.

The Company'’s subsidiaries and its ownership percentages are disclosed in note (11).

CHANGES IN ACCOUNTING POLICIES

The accounting policies followed in the preparation of the interim condensed consolidated financial
statements are consistent with those followed in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2018, except for the adoption of new standards
effective as of 1 January 2019:

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.

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 Group is the lessor.



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE MONTHS AND NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

The Group adopted IFRS 16 using the modified retrospective approach the date of initial application
of 1 January 2019, and accordingly, prior year consolidated 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’).

The effect of the adoption of IFRS 16 is as follows:

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

2019
JD
(Unaudited)
Non-current assets
Right of use assets 1,298,727
Current assets
Other current assets - Prepaid (rent) expenses (119,999)
Non-current liabilities
Lease liabilities 1,421,908
Net equity (243,180)

a) Nature of the effect of the adoption of IFRS 16

The Group has lease contracts for various land in the Kingdom's Central and South areas. Before
the adoption of IFRS 186, the Group classified each of its leases (as a 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 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 the interim condensed
consolidated statement of profit or loss on a straight-line basis over the lease term. Any prepaid rent
and accrued rent were recognised as other debit and other credit balances, respectively.

Upon adoption of IFRS 16, the Group 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 have been applied by the Group.



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS AND NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

+ Leases previously accounted for as operating leases

The Group recognised right-of-use assets and operating lease liabilities for those leases previously
classified as operating leases, except for short-term leases and leases of low-value assets. The
right-of-use assets for most leases were recognised based on the carrying amount as if the standard
had always been applied, apart from the use of incremental borrowing rate at the date of initial
application. In some leases, the right-of-use assets were recognised based on the amount equal to
the lease liabilities, adjusted for any related prepaid and accrued lease payments previously
recognised. Lease liabilities were recognised based on the present value of the remaining lease
payments, discounted using the incremental borrowing rate at the date of initial application.

The Group also applied available practical expedients wherein it:
«  Used a single discount rate to a portfolio of leases with reasonably similar characteristics

«  Applied the short-term leases exemptions to leases with lease term that ends within 12 months
at the date of initial application

+  Excluded the initial direct costs from the measurement of the right-of-use asset at the date of
initial application

«  Used hindsight in determining the lease term where the contract contains options to extend or
terminate the lease

The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments as
of 31 December 2018 as follows:

JD
Lease commitments as at 31 December 2018 2,132,870
Weighted average incremental borrowing rate as at 1 January 2019 9%
Discounted operating lease commitments at 1 January 2019 1,696,214
Less: Commitments relating to short-term leases (274,306)
Less: Commitments relating to lease of low-value assets -
Lease liabilities as at 1 January 2019 1,421,908




ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS AND NINE MONTHS ENDED 30 SEPTEMBER 2019 (UNAUDITED)

b) Amounts recognised in the interim condensed consolidated statements of financial position and
profit or loss

Set out below, are the carrying amounts of the Group’s right-of-use assets and lease liabilities and
the movement as of 30 September 2019:

Right of use leased assets

Machinery and Lease
Land Equipment Total liabilities
JD JD JD JD

At 1 January 2019 1,298,727 - 1,298,727 1,421,908
Additions * - 222,746 222,746 222,746
Depreciation (88,961) (30,627) (119,588) .
Interest expense - - - 115,387
Payments - - - (237,081)
SHE00RRISmber 2U1S 1,209,766 192,119 1,401,885 1,522,080
(Unaudited)

* On 17 April 2018, a financing lease agreement was signed between National Hotels and Tourism
Company and International Energy Company to supply and install energy-saving air conditioning
units, with the intention that actual operation of the units will begin in early 2019 at a total cost of JD
300,000, paid over 60 months with monthly payments of JD 5,000. Interest on the lease agreement
is calculated using the implicit interest rate of 12.4%.

The details on lease liabilities as of 30 September 2019 are as follows:

Short-term Long-term
portion portion Total
JD JD JD
253,745 1,269,235 1,522,980

The Group recognised in the interim condensed consolidated statement of profit or loss rent expense
from short-term leases of JD 186,641 for the nine months ended 30 September 2019.

c) 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
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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) less any lease incentives receivable, variable
lease payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for terminating a lease,
if the lease term reflects the Group exercising the option to terminate.

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.

Short-term leases

The Group applies the short-term lease recognition exemption to some of its short-term leases (i.e.,
those leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option).

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.

The Group has the option, under some of its leases to lease the assets for additional terms. The
Group applies judgement in evaluating whether it is reasonably certain to exercise the option to
renew.

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 business strategy).
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The Group included the renewal period as part of the lease term for leases of machinery and
equipment due to the significance of these assets to its operations. These leases have a short non-
cancellable period and there will be a significant negative effect on production if a replacement is
not readily available.

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 1 January 2019, but
certain transition reliefs are available.

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

Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through other
comprehensive income, provided that the contractual cash flows are ‘solely payments of principal
and interest on the principal amount outstanding’ (the SPPI criterion) and the instrument is held
within the appropriate business model for that classification. The amendments to IFRS 9 clarify that
a financial asset passes the SPPI criterion regardless of the event or circumstance that causes the
early termination of the contract and irrespective of which party pays or receives reasonable
compensation for the early termination of the contract.

These amendments do not have any impact on the Group's interim condensed consolidated financial
statements.

Amendments to IFRS (10) and IAS (28): Sale or Contribution of Assets between 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 resuiting 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.

These amendments do not have any impact on the Group’s interim condensed consolidated financial
statements.
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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 clarify that, in applying IFRS 9, an entity does not take account of any losses
of the associate or joint ventures, 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.

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

(3) PROPERTY AND EQUIPMENT

Additions to property and equipment amount to JD 1,553,147 during the nine months ended 30
September 2019 (2018: JD 1,857,115). The Group also sold property and equipment in the amount
of JD 1,463,793 and recognized gain of JD 10,715 (30 September 2018: sale of property and
equipment in the amount of JD 118,658 and recognized a gain of JD 7,040).

(4) PROJECTS IN PROGRESS

Additions to projects in progress amount to JD 4,156,889 during the nine months ended 30
September 2019 (2018: JD 2,200,359).

The estimated cost to complete the projects in progress is JD 15,700,000 as of 30 September 2019.
Management expects to complete these projects during the coming two years.

(5) CAsH ON HAND AND AT BANKS

30 September 31 December

2019 2018
JD JD
(Unaudited) (Audited)
Cash on hand 119,323 110,530
Current accounts 8,436,569 6,261,722
Term deposits * 6,557,894 8,888,187
15,113,786 15,260,439
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*

Term deposits are fixed for 1 to 3 months and earn annual interest rate ranging from 1% to 6%
(2018: 1% to 5.75% annually).

For the purpose of the interim condensed consolidated statement of cash flows, cash and cash
equivalents comprise of the following:

For the nine months ended 30

September
2019 2018
(Unaudited) (Unaudited)
JD JD
Cash on hand and at banks 15,113,786 14,569,103
Less: Due to banks (2,991,522) (1,129,058)
12,122,264 13,440,045

(6) ILEGAL RESERVES

The Group has made no transfers to statutory and voluntary reserves as per the Companies Law,
as these financial statements represent interim financial statements.

(7) DIVIDEND DISTRIBUTIONS OF THE COMPANY AND ITS SUBSIDIARY

The General Assembly of Zara Investment Holding Group approved in its meeting held on 24 April
2019, the distribution of cash dividends to shareholders amounting to JD 3,000,000 (2% of the paid
in capital) for 2018 results (2018: JD 3,000,000).

The General Assembly of Jordan Hotels and Tourism Company (subsidiary) approved in its meeting
held on 24 April 2019, the distribution of cash dividends to shareholders amounting to JD 3,000,000
(30% of the paid in capital) for 2018 results (2018: JD 2,500,000).
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(8) INCOME TAX

Provision for income tax -

Movements on the provision for income tax were as follows:
30 September 31 December

2019 2018
JD JD
(Unaudited) (Audited)
Beginning balance for the period / year 699,868 850,714
Income tax for the period / year 673,272 609,934
Prior years' income tax - 51,709
Income tax paid during the period / year (732,676) (812,489)
Ending balance for the period / year 640,464 699,868

Income tax

The income tax expense appears in the interim condensed consolidated statement of profit or loss
represents the following:
For the nine months ended 30

September
2019 2018
JD JD
(Unaudited) (Unaudited)

Current period income tax 673,272 434,566
Prior years’ income tax = 33,093
Deferred income tax (32,558) 13,960

640,714 481,619

The Income tax provision represents income tax due on the results of operations of some of the
Company's subsidiaries in accordance with the Income Tax Law no. (38) of 2018 and its amendments,
Income Tax Law no. (34) of 2014, the Investment Law no. (30) of 2014, and the Aqaba Special
Economic Zone Authorlty Law no. (32) of 2000.

Zara Agricultural Company obtained final clearance from the Income Tax Department up to 2011.
Additionally, all of its income tax returns for the years 2012 to 2018 have been approved according to
sampling system issued by the Income and Sales Tax department.

South Coast Real Estate Development Company and South Coast Hotels Company have obtained
final clearance from the Income Tax Department up to 2014, the Income and Sales Tax department
did not review the accounting records for the years 2015 to 2018.
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Oasis Hotel Company has obtained final clearance from the Income Tax Department up to 2015, the
Income and Sales Tax department did not review the accounting records for the years 2016, 2017
and 2018.

Nabatean Hotels Company and Red Sea Hotels Company have obtained final clearance from the
Income Tax Department up to 2015. Additionally, the Income and Sales Tax department did not review
the accounting records for the years 2015 to 2018.

Amman Tourism Investment Company and Zara South Coast Development Company have obtained
final clearance from the Income Tax Department up to 2016. Additionally, the Income and Sales Tax
department is reviewing the accounting records for the years 2017 and 2018.

National Hotels and Tourism Company has obtained final clearance from the Income Tax Department
up to 2016. Additionally, the income and sales tax department reviewed the accounting records for
the year 2017 and did not issue its report. However, the income tax return for the year 2018 has been
approved according to sampling system issued by the Income and Sales Tax department.

Jordan Himmeh Minerals Company and Rum Hotels and Tourism Company have obtained final
clearance from the Income Tax Department up to 2016. Additionally, income tax returns of the two
Companies for the years 2017 and 2018 have been approved according to sampling system issued
by the Income and Sales Tax department.

Jordan Hotels Supplies and Trading Company (Amman Branch) has obtained final clearance from the
Income Tax Department up to 2015. Additionally, the Income and Sales Tax department did not review
the accounting records for the years 2017 and 2018.

Jordan Hotels Supplies and Trading Company (Agaba Branch) has obtained final clearance from the
Income Tax Department up to 2015. Additionally, the income and sales tax department did not review

the accounting records from the year 2016, 2017 and 2018.

Himmeh Solar Power Company income tax returns for the years 2016, 2017, and 2018 have been
approved according to sampling system issued by the Income and Sales Tax department.

Zara Agricultural Services and Marketing Company income tax return have been approved by for the
year 2018 according to sampling system issued by the Income and Sales Tax department, the Income
and Sales Tax department did not review the accounting records for the year 2017.

Zara Investment Company has obtained final clearance from the Income Tax Department up to 2018.

Management believes that the recorded provision for income tax is sufficient to meet the tax
obligations as of 30 September 2019.
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Deferred tax assets -

Deferred tax assets represent the estimated tax effect of accumulated tax losses carried forward
pertaining to Nabatean Hotels Company, Amman Tourism Investment Company, and Zara South Cost

Development Company, expected to result in future tax benefits

Movements on deferred tax assets were as follows:

30 September 31 December
2019 2018
JD JD
(Unaudited) (Audited)
Beginning balance for the period / year 1,720,882 1,596,315
Tax effect of accumulated tax losses carried forward - 1,055,878
Tax effect of accumulated tax losses released - (931,311)
Ending balance for the period / year 1,720,882 1,720,882

Deferred tax liabilities —

Deferred tax liabilities comprise the estimated income tax on unrealized gains from financial assets at
fair value through other comprehensive income, which appear in the cumulative change in fair value
in equity, as well as on depreciation differences related to machinery and equipment and computer
hardware and software, which are depreciated for financial reporting purposes at rates lower than

those used in the computation of the provision for income tax.

Movements on deferred tax liabilities were as follows:
30 September

31 December

2019 2018
JD JD
(Unaudited) (Audited)

Beginning balance for the period / year 488,104 440,486
Change in fair value of financial assets (2,485) (13,592)
Depreciation differences related to machinery and

equipment and computer hardware and software, net (32,558) 61,210
Ending balance for the period / year 453,061 488,104
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(9) SEGMENT INFORMATION

This item represents the following:

Hotels Segment * Other Segments Total
For the nine months ended 30 September JD JD JD
2019 -
Operating revenues 53,036,746 460,885 53,497,631
Operating expenses (39,758,855) (860,917) (40,619,772)
Net operating revenues 13,277,891 (400,032) 12,877,859
Other information —
Interest income 298,128 1,782 299,910
Finance costs 42277 187,156 229,433
Finance costs - lease liabilities 115,387 - 115,387
Depreciation of property and equipment 6,002,923 28,151 6,031,074
Depreciation-right of use assets 119,588 - 119,588
* Hotels' net operating revenues consist of the following:
Hotel Movenpick Movenpick Movenpick Movenpick
Intercontinental Grand Dead Sea Agaba Petra Nabatean Tala Bay
Jordan Hyatt Amman Hotel Hotel Hotel Castle Hotel Hotel Total
JD Jo Jo JD JD JD Jo JD
Operating revenues 12,293,113 7,703,316 10,118,071 6,359,820 6,984,933 1,436,920 8,140,573 53,036,746
Operating expenses (9,639,023) (6,764,385)  (7,434,772)  (4,870,552)  (4,008,419)  (1,061,416) (5980,288)  (39,758,855)
Net operating revenues 2,654,090 938,931 2,683,299 1,489,268 2,976,514 375,504 2,160,285 13,277,891
Hotels Other
Segment * Segments Total
For the nine months 30 September 2018 - JD JD JD
Operating revenues 49,876,839 560,575 50,437,414
Operating expenses (37,999,081) (791,822) (38,790,903)
Net operating revenues 11,877,758 (231,247) 11,646,511
Other information —
Interest income 261,583 1,702 263,285
Finance costs 182,659 196,644 379,303
Depreciation of property and equipment 5,919,322 27,677 5,946,999
Provision for expected credit losses 6,900 - 6,900
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*

Hotels' net operating revenues consist of the following:

Hotel Movenpick Movenpick Movenpick Movenpick
Intercontinental Grand Dead Sea Agaba Petra Nabatean Tala Bay
Jordan Hyatt Amman Hotel Hotel Hotel Castle Hotel Hotel Total
JD JD JD JD JD JD JD JD
Operating revenues 13,639,853 7,208,955 9,043,228 6,081,256 5,281,362 617,099 8,007,086 49,876,839
Operating expenses (10,272,875) (6,657,941) (6,733,831) (4,744,862)  (3,308,656) (638,951) (5,741,965) (37,999,081)
Net operating revenues 3,366,978 849,014 2,309,397 1,336,394 1,972,706 (21,852) 2,265,121 11,877,758
Hotels
Segment Other Segments Eliminations Total
JD JD JD JD
Assets and Liabilities
As of 30 September 2019 (Unaudited)
Segment assets 204,950,224 54,061,423 (50,302,580) 208,709,067
Segment liabilities 55,887,074 16,735,811 (50,302,580) 22,320,305
As of 31 December 2018 (Audited)
Segment assets 201,807,180 61,732,554 (67,133,884) 206,405,850
Segment liabilities 54,858,438 21,882,528 (57,133,884) 19,607,082

(10) BAsIC AND DILUTED EARNINGS PER SHARE

For the three months
ended 30 September

For the nine months
ended 30 September

Profit attributable to equity holders of the

parent (JD)

Weighted average number of shares (Share)

Basic earnings per share attributable to the

equity holders of the parent

2019 2018 2019 2018
787,097 509,658 3,809,839 2,322,437
150,000,000 150,000,000 150,000,000 150,000,000
JD / Fils JD /Fils JD / Fils JD/Fils
0/005 0/003 0/025 0/015

Basic and diluted earnings per share attributable to the equity holders for the period are equal.
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(11) RELATED PARTY TRANSACTIONS

The interim condensed consolidated financial statements comprise the financial statements of the
Company and its following subsidiaries:

Jordan Hotels and Tourism Co. PSC
Jordan Himmeh Mineral Co. PSC
Nabatean Hotels Co. LLC

Amman Tourism Investment Co. LLC

Rum Hotels and Tourism Co. LLC

Oasis Hotels Co. LLC

National Hotels and Tourism Co. LLC

Jordan Hotel Supplies Trading Co. LLC

Red Sea Hotels Co. LLC

Zara Agricultural Co. LLC

South Coast Real Estate Development Co. LLC
South Coast Hotels Co. LLC

Zara South Coast Development Co. LLC

Zara Agricultural Services and Marketing Co. LLC

Himmeh Solar Power Co. LLC

Ownership
Paid-in

Capital Principal Activities 2019 2018

JD % %
10,000,000 Hotel InterContinental Jordan 51.6 51.6
1,557,772 Himmeh Resort 71.6 716
3,300,000 Nabatean Castle Hotel and Petra Movenpick Hotel 100 100
Grand Hyatt Amman Hotel, Hyatt Tower and Zara 100 100

16,500,000 Center

700,000 Tourism Project — Al- Taiba / Wadi Mousa 82.1 82.1
1,600,000 Tourism Project - Dead Sea 92.2 82.2
15,000,000 Dead Sea Movenpick Hotel 100 100
330,000 Gift Shops 100 100
17,000,000 Aqaba Movenpick Hote! 100 100
100,000 Plants 54.3 54.3

10,050,000 Real Estate Development - Aqaba 82 82

4,800,000 Tourism Project - Aqaba 82 82
39,425,503 Tala Bay Movenpick Hotel - Aqaba 84.8 84.8
61,000 Plant maintenance 100 100
1,000 Solar Energy 100 100

Related parties represent subsidiaries, major shareholders, and key management personnel of the

Group.

Pricing policies and terms of transactions with related parties are approved by the Group's

management.

Balances of related parties included in the interim condensed consolidated statement of financial

position:

Current assets -

Bank balances — Arab Bank, Etihad Bank,
and Cairo Amman Bank (Shareholders)

Amounts due from Cairo Amman Bank (Shareholder)

30 September 31 December
2019 2018
JD JD
(Unaudited) (Audited)
14,992,645 15,135,838
87,544 9,413
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30 September

31 December

2019 2018
JD JD
(Unaudited) (Audited)
Current liabilities -
Due to banks — Arab Bank and Cairo Amman Bank
(Shareholders) 2,991,622 6,714,441
Amounts due to Astra Investment Company (Sister Company) 100,000 50,000

Transactions with related parties included in the interim condensed consolidated statement of profit or

loss:

For the nine months
ended 30 September

2019 2018
JD JD
Salaries, compensation and other benefits of key
management personnel of the Group 146,025 140,175
Finance costs — Arab Bank, Etihad Bank and Cairo
Amman Bank (Shareholders) 187,168 379,303
Interest income — Cairo Amman Bank (Shareholder) 299,910 263,285
Rent expense — Astra Investment Company (Sister Company) 111,516 111,186
Rent income — Cairo Amman Bank (Shareholder) 249,746 197,289
Boards of directors’ remuneration and transportation:
Zara Investment Company 111,991 113,744
Jordan Hotels and Tourism Company 110,983 114,750
222,974 228,494

(12)  CONTINGENT LIABILITIES

The Group has outstanding bank guarantees of JD 123,500 as at 30 September 2019 (31 December

2018: JD 123,500).

-16-



ZARA INVESTMENT HOLDING COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2019 (UNAUDITED)

(13)  LITIGATIONS

In the normal course of business, the Group appears as a defendant in a number of lawsuits
amounting to JD 79,866 as of 30 September 2019 (31 December 2018: JD 78,259). Management and
its legal advisor believe that the Group’s position holds strong against these lawsuits and no need for
any provision except for what has been recorded. The Group is plaintiff in lawsuits amounting to JD
882,977 as of 30 September 2019.

(14) COMPARATIVE FIGURES

Some of the comparative figures for the period ended 30 September 2018 have been reclassified
in order to correspond with 30 September 2019 presentation with no effect on profit or equity for the
year 2018.
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