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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of
Zara Investment (Holding) Company — Public Shareholding Company

Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Zara Investment (Holding) Company (the
“Company”) and its subsidiaries (the “Group"), which comprise the consolidated statement of financial
position as at 31 December 2019, and the consolidated statement of profit or loss, consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

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

Basis for Opinion

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

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

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the current year. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. For each matter below, our

description of how our audit addressed the matter provided in that context.

We have fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit of the
Consolidated Financial Statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment
of the risks of material misstatement of the consolidated financial statements. The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for our

audit opinion on the accompanying consolidated financial statements.

Key Audit item 1: Revenue Recognition

Refer to Note (19) to the consolidated financial statements

Key Audit matter

The Group owns and operates a network of
hotels. Revenues are mostly generated from
room stay and sale of food and beverages.
Revenues are recognized based on all the
services availed and sales to customers.

Revenue recognition was considered a key
audit matter for the year 2019 due to the risk of
errors in revenue recording and recognition as
a result of the high volume of relatively low
value transactions. A risk is also present in
invoices that may be issued for services that
are rendered but are not fully recorded and
hence may result in an overstatement or
understatement of revenues.

The Group focuses on revenues as a key
performance measure, which may create an
incentive for revenue to be recognized before
rendering the service. Operating revenues for
the year ended 31 December 2019 amounted
to JD 73,776,699 (2018: JD 69,458,697).

How the key audit matter was addressed
in the audit

Audit procedures included testing the
Group’s controls around revenue recognition
and key manual controls in the revenue
recognition process. We performed detailed
analytical procedures for the gross margin on
a monthly basis for all types of revenue
(Rooms, Food and Beverages, and Other
departments). Having built expectations
about revenue figures for the year we
performed substantive analytical procedures
using financial and non-financial information.
We selected and tested a sample of daily
reports based on which revenues are
recorded to ensure proper revenue
recognition. We selected a sample before
and after the cutoff period to assess whether
the revenue was recognized in the correct
period.
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Other information included in the Group’s 2019 annual report.

Other information consists of the information included in the annual report, other than the consolidated
financial statements and our auditor’'s report thereon. Management is responsible for the other
information. Our opinion on the consolidated financial statements does not cover the other information
and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information; we are required to report that fact. We have nothing to report in
this regard.

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

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

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

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

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

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

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

= ldentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

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

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

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

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

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsibie for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

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

Report on Other Legal and Requlatory Requirements

The Group maintains proper books of accounts which are in agreement with the consolidated financial
statements.

The partner in charge of the audit resulting in this auditor's report was Waddah Issam Barkawi: license
number 591.

Amman — Jordan
21 May 2020 -

Mf



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBRER 2019

ASSETS

Non-current assets -

Property and equipment

Investment properties

Right-of-use assets

Projects in progress

Financial assets at fair value through other
comprehensive income

Advance payments for land purchases

Deferred tax assets

Other non-current assets

Current assets -
Inventories

Accounts receivable

Other current assets

Cash on hand and at banks

TOTAL ASSETS

EQuITY AND LIABILITIES

Equity -

Attributable to the equity owners of the Company -
Paid-in capital

Statutory reserve

Voluntary reserve

Cumulative change in fair value

Retained earnings

Non-controlling interests
Total equity

Liabilities -

Non-current liabilities -
Long-term loans

Long-term lease obligations

Deferred tax liabilities
Other non-current liabilities

Current liabilities -

Current portion of long-term loans
Short-term lease obligations

Due to banks

Accounts payable

Other current liabilities

Other provisions

Provision for income tax

Total liabilities
TOTAL EQUITY AND LIABILITIES

Notes 2019 2018
JD JD
4 156,933,397 159,347,569
5 5,424,605 5,569,551
2 3,391,815 -
6 5,195,852 970,070
7 10,916,737 10,869,394
9 111,200 111,082
24 1,786,499 1,720,882
12 S 1,341,107
183,760,105 179,929,655
10 1,666,995 1,673,081
11 5,228,173 5,175,055
12 5,036,218 4,367,640
13 15,477,593 14,794,093
27,408,979 26,009,849
211,169,084 205,939,504
14 150,000,000 150,000,000
14 5,971,822 5,132,263
14 689,496 689,496
8 6,234,118 6,189,260
5,096,021 3,255,018
167,991,457 165,266,037
23 20,883,839 21,632,731
188,875,296 186,798,768
15 244,144 212,400
2 2,891,751 -
24 439,382 488,104
17 124,426 .
3,699,703 700,504
15 212,400 424,800
2 727,115 -
16 2,046,941 6,714,441
6,865,908 5,951,112
17 6,794,667 4,080,277
18 1,046,569 569,734
24 900,485 699,868
18,594,085 18,440,232
22,293,788 19,140,736
211,169,084 205,939,504

The accompanying notes from 1 to 35 form part of these consolidated financial statements



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2019

Operating revenues
Operating expenses

Net operating revenues

Other income, net

Interest income

Depreciation of property and equipment

Depreciation of right-of-use assets

Finance costs

Administrative expenses

Other provisions

Recovered from (provision for) slow moving inventories
Recovered from (provision for) impairment of inventories

Profit for the year before income tax
Income tax expense, net

Profit for the year

Attributable to:

Equity holders of the Company
Non-controlling interests

Basic and diluted earnings per share attributable to
the equity holders of the Company

Notes 2019 2018 B
JD JD
73,776,699 69,458,697
(55,330,602) (53,151,166)
19 18,446,097 16,307,531
20 867,984 772,206
364,258 357,172
4,5 (7,854,658) (8,100,499)
2 (170,487) =
21 (454,845) (474,289)
22 (2,961,970) (2,923,787)
18 (567,273) (102,440)
10 53,661 (76,072)
10 1,102 (2,858)
7,723,869 5,756,964
24 (998,349) (598,286)
6,725,520 5,158,678
5,915,732 3,917,349
23 809,788 1,241,329
6,725,520 5,158,678
JD/ Fils JD / Fils
25 0/026

0/039

The accompanying notes from 1 to 35 form part of these consolidated financial statements



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

Note 2019 2018
JD JD

Profit for the year 6,725,520 5,158,678
Other comprehensive income items that will not be
reclassified to profit or loss in subsequent periods, net of
tax:
Change in fair value, net of deferred tax liabilities 8 44,858 (2,498,087)
Total comprehensive income for the year 6,770,378 2,660,611
Attributable to:
Equity holders of the Company 5,960,590 1,419,282
Non-controlling interests 809,788 1,241,329

6,770,378 2,660,611

The accompanying notes from 1 to 35 form part of these consolidated financial statements
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ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY

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

Operating Activities
Profit for the year before income tax

Adjustments:

Interest income

Loss (gain) on sale and disposal of property and equipment
Dividends income

Finance costs

Depreciation of property and equipment

Depreciation of right-of-use assets

Other provisions

(Recovered from) provision for impairment of inventories
(Recovered from) provision for slow moving inventories, net
Provision for (recovered from) expected credit losses, net

Changes in working capital:

Inventories

Accounts receivable

Other current assets

Accounts payable

Other current liabilities

Other 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' retentions and accruals

Interest income received

Dividends income received

Net cash flows used in investing activities

Financing Activities

Repayments of loans

Proceeds from loans

Dividends paid

Dividends of a subsidiary to non-controlling interests
Finance costs paid

Payments of lease obligations

Net cash flows used in financing activities

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

Notes 2019 2018
JD JD
7,723,869 5,756,964
(364,258) (357,172)
20 20,777 (10,499)
20 (43,701) (43,701)
21 454,845 474,289
45 7,854,658 8,100,499
2 170,487 -
547,092 32,115
(1,102) 2,858
(53,661) 76,072
430,194 (15,718)
60,829 (18,896)
(483,312) (498,694)
1,113,040 1,986,729
914,796 (84,726)
2,118,939 258,656
(70,257) (142,106)
24 ~ (760,282) (812,489)
19,632,953 14,704,181
4 (2,529,389) (3,079,627)
86,384 18,936
5 (5,459) (3,966)
6 (6,937,635) (3,951,647)
(118) (111,082)
(560,511) (166,253)
363,358 13,440
364,258 357,172
43,701 43,701
(9,175,411) (6,879,326)
(424,800) (6,831,000)
244 144 -
(2,982,181) (2,986,842)
(1,450,670) (1,208,891)
(213,268) (520,294)
2 (279,767) -
(5,106,542) (11,547,027)
5,351,000 (3,722,172)
8,079,652 11,801,824
13 13,430,652 8,079,652

The accompanying notes from 1 to 35 form part of these consolidated financial statcments



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

(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 of JD 1 par value each as of 31 December 2019.

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

The consolidated financial statements were authorized for issue by the Board of Directors on 21 May
2020. These consolidated financial statements are subject to the approval of the General Assembly.

(2) BASIS OF PREPARATION AND ACCOUNTING POLICIES

(2-1) BAsIS OF PREPARATION

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

The consolidated financial statements have been prepared under the historical cost convention, except
for financial assets at fair value through other comprehensive income, which have been measured at
fair value as of the date of the consolidated financial statements.

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

(2-2) BASsIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries (Note 28) as of 31 December 2019 and 2018.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if, and only if, the Group has:

o Power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee)

o Exposure, or rights, to variable returns from its involvement with the investee

» Ability to use its power over the investee to affect its returns



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

e Contractual arrangement with other vote holders of the investee
+ Rights arising from other contractual arrangements
e The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary. Assets, liabilities, revenues and expenses of a
subsidiary acquired or disposed of during the year are included in the consolidated financial statements
from the date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCl) are attributed to the equity
holders of the Company and to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies in line with the Group’s accounting policies. All intra-
group assets, liabilities, equity, revenues, expenses and profit or loss relating to transactions between
members of the Group are eliminated in full.

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:

s Derecognizes the assets (including goodwill) and liabilities of the subsidiary.

o Derecognizes the carrying amount of any non-controlling interests.

» Derecognizes the cumulative translation differences recorded in equity.

= Recognizes the fair value of the consideration received.

e Recognizes the fair value of any investment retained.

e Recognizes any surplus or deficit in profit or loss.

e Reclassifies the Company’s share of components previously recognized in OCI to profit or loss

(2-3) CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the consolidated financial statements are consistent
with those used in the preparation of the consolidated financial statements for the year ended 31
December 2018, except for the adoption of new standards effective as of 1 January 2019 shown below:

IFRS 16 Leases

IFRS 16 supersedes |AS 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.

-2-



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

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

The Group adopted IFRS 16 using the modified retrospective approach at 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'), and lease contracts for which the underlying asset is of low value (‘low-value
assets’).

The effect of IFRS (16) adoption is as follows:

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

2019
JD

Non-current assets-
Right-of-use assets 1,298,728
Current assets-
Included in other current assets (prepaid expenses) (120,000)
Non-current liabilities-
Long-term lease obligations - 1,421,908
Equity (243,180)

a) Nature of the effect of adoption of IFRS 16

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



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

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

« L eases previously accounted for as operating leases

The Group recognised right-of-use assets and lease obligations 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 obligations,
adjusted for any related prepaid and accrued lease payments previously recognised. Lease obligations
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 the 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
from 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.



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

The reconciliation between lease obligations at the date of initial application and the operating lease
commitments as of 31 December 2018 as follows:

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

b) Amounts recognised in the consolidated statement of financial position and the consolidated
statement of profit or loss

The schedule below illustrates the book value of the Group's right-of-use assets and lease obligations
and the movements during the year ended 31 December 2019:

Right-of-use assets

Photovoltaic Lease
Land system * Total obligations
JD JD JD JD

At 1 January 2019 1,298,728 - 1,298,728 1,421,908
Additions - 2,263,574 2,263,574 2,263,574
Depreciation (118,614) (51,873) (170,487) -
Finance costs (Note 21) - - - 213,151
Payments < - = - (279,767)
At 31 December 2019 1,180,114 2,211,701 3,391,815 3,618,866

* On 13 May 2019, the Group signed an operating lease agreement for a photovoltaic system (the
“system”) through Himmeh Solar Power Company (a special purpose subsidiary owned by those
subsidiaries of the Company which are hotel owners) with Eagle Solar Power Company for a period
of 10 years to supply 50% of electricity consumption of the Group's hotels. The commercial operation
of Karak station, which supplies the Group’s hotels in Dead Sea, Petra and Aqaba, began on 15 July
2019. It is expected that the commercial operation of Irbid station, which will supply the Group’s
hotels in Amman is to begin during the second quarter of 2020.

The cost of the right-of-use of the system was recorded in the hotel owning companies in proportion
of the electricity consumption by the hotels in the amount of USD 4.86 million (JD 3.44 million). This
amount is to be paid over 120 months using the incremental borrowing rate of 9%.



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Lease obligation details as of 31 December 2019 are as follows:

___ Short-term __ Long-term Total
JD JD JD
727,115 2,891,751 3,618,866

Short-term lease contracts and leases of low-value assets contracts

The Group applies the exemption related to the recognition of lease contracts (that is: lease contracts
that, at the commencement date, have a lease term of 12 months or less and do not contain a purchase
option). The Group also applies the exemption related to the recognition of short-term low-value assets
contracts for assets that are considered to be of low value. Lease payments for short-term leases and
leases for low-value assets are recognized as an expense on a straight-line basis over the lease term.

The rent expense for short-term contracts was JD 173,733 (Note 22) for the year ended 31 December
2019. The Group was not a party to low-value assets lease contracts for the year ended 31 December
2019.

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 consolidated financial statements.

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. It 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 determines whether to consider each uncertain tax treatment separately or
together with one or more other uncertain tax treatments and uses the approach that better predicts the
resolution of the uncertainty.

The Interpretation do not have any impact on the Group's consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Amendments to IAS 28: Long-Term Interests in Associates and Joint Ventures

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

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

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

Amendments to IAS 19: Plan Amendment, Curtailment or Settlement

The amendments to IAS 19 address the accounting when a plan amendment, curtailment or settlement
occurs during a reporting period. The amendments also clarify that an entity first determines any past
service cost, or a gain or loss on settlement, without considering the effect of the asset ceiling. This
amount is recognised in profit or loss.

An entity then determines the effect of the asset ceiling after the plan amendment, curtailment or
settlement. Any change in that effect, excluding amounts included in the net interest, is recognised in
other comprehensive income.

These amendments do not have any impact on the Group’s 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 resulting from the sale or contribution of assets that constitute a business, as defined
in IFRS 3, between an investor and its associate or joint venture, is recognised in full. Any gain or loss
resulting from the sale or contribution of assets that do not constitute a business, however, is recognised
only to the extent of unrelated investors' interests in the associate or joint venture.

The IASB has deferred the effective date of these amendments indefinitely, but an entity that early
adopts the amendments must apply them prospectively.

These amendments do not have any impact on the Group’s consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 201Y

(2-4) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property and equipment

Property and equipment are stated at cost, net of accumulated depreciation and any impairment losses.
Such cost includes the cost of replacing part of the property and equipment and borrowing costs for
long-term construction projects if the recognition criteria are met. Repair and maintenance expenses
are recognized in the consolidated statement of profit or loss.

Property and equipment (except for land) is depreciated using the straight-line method over their
estimated useful lives using the following annual depreciation rates:

%

Buildings 2
Electro-mechanicals 10-15
Machinery and equipment 15
Furniture and fixture 5
Computer hardware and software 20
Vehicles 15
Others 2-20

The assets residual values, useful lives and methods of depreciation are reviewed periodically to ensure
that the method and period of depreciation are consistent with the expected pattern of economic benefits
from items of property and equipment and adjusted prospectively.

When property and equipment are sold or retired, any gain or loss resulting from their disposal is
included in the consolidated statement of profit or loss.

Investment properties

Investment properties are properties (land or buildings) held to earn rentals or for capital appreciation,
rather than land or buildings used for production or supply of goods or services or for administrative
purposes or sale in the ordinary course of business.

Investment properties are stated at cost, net of accumulated depreciation and any accumulated
impairment losses. Investment properties (except for land) are depreciated on a straight-line basis over
their estimated useful lives at annual depreciation rates ranging between 2% and 20%.



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Leases (Policy applicable before 1 January 2019)
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases:

1. The Group as a lessor

Rental income from operating leases is recognized on a straight-line basis over the lease term. Initial
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and on is recognised on a straight-line basis over the lease term.

2. The Group as a lessee

Assets held under finance leases are initially recognized as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present value of the minimum future lease payments. The
finance lease obligation is recorded at the same value. Lease payments are apportioned between
finance costs and reduction of the lease liabilities so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance costs are charged directly to the consolidated statement of
profit or loss. Operating lease payments are recognized as an expense on a straight-line basis over the
lease term.

Leases (policy applicable after 1 January 2019)

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Group recognizes lease obligations to make lease payments
and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Group recognizes 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 obligations.

The cost of right-of-use assets includes the amount of lease obligations recognized, initial direct costs
incurred, and lease payments made at or before the commencement date less any lease incentives
received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the end of
the lease term, the recognized right-of-use assets are depreciated on a straight-line basis over the
shorter of its estimated useful life or the lease term. Right-of-use assets are subject to impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Lease obligations

At the commencement date of the lease, the Group recognizes lease obligations 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 recognized 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.

Deferred grants

Deferred grants are recognized where there is reasonable assurance that the grant will be received and
all attached conditions will be complied with. When the grant relates to an expense item, it is recognized
as income in the consolidated statement of profit and loss on a systematic basis over the periods that
the related costs, for which it is intended to compensate, are expensed.

Projects in progress

Projects in progress are stated at cost, which represents cost of constructions, equipment and direct
costs. Projects in progress are not depreciated until they become ready for use where they get
transferred to property and equipment or investment properties.

Impairment of financial assets

The Group recognises an allowance for ECLs for all debt instruments not held at fair value through profit
or loss. ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at an approximation
of the original effective interest rate. The expected cash flows will include cash flows from the sale of
collateral held or other credit enhancements that are integral to the contractual terms (if present).

The Group has established a provision calculation that is based on its historical credit loss experience
adjusted for forward-looking factors specific to the debtors and the economic environment.
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Impairment of non-financial assets

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

In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. In determining fair value less costs to sell, recent market transactions are
taken into account, if available. If no such transactions can be identified, an appropriate valuation model
is used. Impairment losses are recognised in the consolidated statement of profit or loss.

Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are recorded at fair value plus
acquisition costs at the date of acquisition and subsequently measured at fair value. Changes in fair
value are reported as a separate component in the consolidated statement of comprehensive income
and in the consolidated statement of changes in equity, including the change in fair value resulting from
conversion differences of non-cash items of assets at foreign currencies. In case of sale of such assets
or part of it, the gain or loss is recorded in the consolidated statement of comprehensive income and in
the consolidated statement of changes in equity, and the valuation reserve balance for sold assets is
transferred directly to retained earnings. These assets are not subject to impairment testing and
dividends received are recognised in the consolidated statement of profit or loss when declared.

Fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability, or
- In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants would

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

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

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

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

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

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

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

Inventories

Inventories are valued at cost (weighted average costing) or net realizable value, whichever is lower.
Net realizable value is the estimated selling price in the ordinary course of business, less the estimated
costs necessary to make the sale.

Accounts receivable

Accounts receivable are stated at original invoice amount less any provision for any uncollectible
amounts related to expected credit losses (ECL). The Group applies a simplified approach in calculating
ECLs. Therefore, the Group does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Group has established a provision matrix
that is based on its historical credit loss experience, adjusted for forward—looking factors specific to the
debtors and the economic environment.
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Offsetting

Financial assets and financial liabilities are offset, and the net amount reported in the consolidated
statement of financial position if, and only if, there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net basis, or to realise the assets and settle
the liabilities simultaneously.

Current versus non-current classification
The Group presents assets and liabilities in the consolidated statement of financial position based on
current/ non-current classification. An asset is current when:

o Itis expected to be realised or intended to be sold or consumed in the normal operating cycle

e ltis held primarily for the purpose of trading

o Itis expected to be realised within twelve months after the reporting period or

e ltis cash or cash equivalent unless restricted from being exchanged or used to settle a liability for
at least twelve months after the reporting period

All other assets are classified as non-current assets.
A liability is current when:

e Itis expected to be settled in the normal operating cycle

e |tis held primarily for the purpose of trading

e Itis due to be settled within twelve months after the reporting period or

e There is no unconditional right to defer the settlement of the liability for at least twelve months after
the reporting period

The Group classifies all other liabilities as non-current. Deferred tax assets and liabilities are classified
as non-current assets and liabilities.

Cash and cash equivalents
Cash and bank balance in the consolidated statement financial position comprise cash at banks and on

hand and short-term deposits with a maturity of three months or less.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash
and short-term deposits as defined above, net of outstanding bank overdrafts.
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Loans

Loans are initially recognized at fair value less directly attributable transaction costs. After initial
recognition, interest bearing loans are subsequently measured at amortized cost using the effective
interest method. Amortized cost is calculated by taking into consideration any discount or acquisition
premium, fees and costs are an integral part of the effective interest rate. Finance costs are recognised
in the consolidated statement of profit and loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as
part of the cost of the respective assets. All other borrowing costs are expensed in the period in which
they are incurred. Borrowing costs consist of interest and other costs that the Group incurs in connection
with the borrowing of funds.

Accounts payable and accruals
Accounts payables are obligations to pay for goods and services that have been acquired from suppliers
in the ordinary course of business, whether or not such obligations have been claimed.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and a reliable estimate can be made of the amount of the obligation. Where the
Group expects some or all of a provision to be reimbursed, for example under an insurance contract,
the reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain. The expense relating to any provision is presented in the consolidated statement of profit or
loss, net of any reimbursement.

Income Tax
Accrued income tax is calculated in accordance with the Income Tax Law in the Hashemite Kingdom of
Jordan, and in accordance with 1AS (12).

Tax expense comprises current tax and deferred taxes. Deferred tax is provided on temporary
differences at the consolidated financial statements date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting purposes. Deferred tax is measured using the liability
method in the consolidated statement of financial position and at the tax rates that are expected to apply
in the period when the asset is realized, or the liability is settled.

The carrying values of deferred tax assets are reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilized.
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Revenue and expense recognition

Revenues are recognized according to the five-step model (IFRS 15), which includes the identification
of the contract and price, the performance obligation within the contract and that revenue from services
will continue to be recognised over time, using an input method to measure progress towards complete
satisfaction of the service similar to the previous accounting policy, because the customer
simultaneously receives and consumes the benefits provided by the Group.

Revenues are recognized upon rendering services and issuance of invoices.

Dividends are recognized when the shareholders’ right to receive payment is established.

Interest income is recognized using effective interest rate method.

Other revenues are recognized using the accrual basis of accounting.

Expenses are recognized using the accrual basis of accounting.

Foreign currency

Foreign currency transactions during the year are recorded using exchange rates that are in effect at
the dates of the transactions. Assets and liabilities denominated in foreign currencies are translated
to Jordanian Dinar using the prevailing exchange rates at year-end. Foreign exchange gains or
losses are reflected in the consolidated statement of profit or loss.

Contingent assets and liabilities

Contingent liabilities are not recognized in the consolidated financial statements but are disclosed

when the possibility of an outflow of resources embodying economic benefits is remote.

Contingent assets are not recognized in the consolidated financial statements but are disclosed when
an inflow of economic benefit is possible.
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(3) SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the consolidated financial statements requires management to make estimates and
assumptions that affect the reported amounts of financial assets and liabilities and disclosure of
contingent liabilities. These estimates and assumptions also affect the revenues, expenses and
provisions. In particular, considerable judgment by management is required in the estimation of the
amount and timing of future cash flows when determining the level of provisions required. Such
estimates are necessarily based on assumptions about several factors involving varying degrees of
judgment and uncertainty, and actual results may differ resulting in future changes in such provisions.

The significant judgments, estimates and assumptions in the consolidated financial statements are as
follows:

- A provision is established for accounts receivable based on basis and assumptions approved by the
Group's management to estimate the required allowance for expected credit losses in accordance
with IFRS 9 “Financial Instruments”.

- Income tax expense is calculated and charged for the year in accordance with laws, regulations and
accounting standards. Deferred tax assets and liabilities and income tax provision are calculated
accordingly.

- The management periodically reviews the useful lives of property and equipment in order to calculate
the annual depreciation expense on the general conditions of the property and equipment and
estimate the future useful lives accordingly.

- A provision is established against court cases where the Group is the defendant, based on a legal
study provided by the Group's legal advisor which determines the risk that may occur. These studies
are reviewed periodically, and the provision is adjusted accordingly.

- The application of IFRS 16 requires the Group to make judgements and estimates affect the
measurement of right-of-use assets and lease obligations. In determining the lease term, all facts
and circumstances must be considered which create an economic incentive to exercise renewal
options. Assessing whether a contract includes a lease also requires judgment. Estimates are
required to determine the appropriate discount rate used to measure the lease obligations.
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ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 DECEMBER 2019

(5) INVESTMENT PROPERTIES

Cost -

As at 1 January
Additions
As at 31 December

Accumulated depreciation -
As at 1 January

Additions

As at 31 December

Net book value -
At 31 December

2019 2018
JD JD

10,516,602 10,512,636
5459 3,966
10,522,061 10,516,602
4,947,051 4,796,617
150,405 150,434

5,097,456 4,947,051

5,424,605 5,569,551

The fair value of the investment properties is estimated, by a real estate appraiser, at JD 10,264,959

as at 31 December 2019 (2018: JD 10,264,959).

(6) PROJECTS IN PROGRESS

This item represents the cost of executed works and amounts paid to the contractors in each of the

subsidiaries:

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

Amman Tourism Investment Co.
Oasis Hotels Co.

National Hotels and Tourism Co.
Red Sea Hotels Co.

South Coast Hotels Co.

Zara South Coast Development Co
Zara Investment Co.

Less: provision for projects in progress

Movements on projects in progress were as follow:

Beginning balance
Additions
Transferred to property and equipment

Less: provision for projects in progress
Ending balance

2019 2018
JD JD
3,275,983 425,811
554,379 420,503
753,505 74,441
740,233 27,619
525,703 525,703
108,500 267,373
55,924 102,983
581,764 528,245
23,253 20,784
102,986 102,986
6,722,230 2,496,448
(1,526,378) (1,526,378)
5,195,852 970,070
2019 2018
JD JD
2,496,448 1,994,920
6,937,635 3,951,647
(2,711,853)  (3,450,119)
6,722,230 2,496,448
(1,526,378) (1,526,378)
5,195,852 970,070

The estimated cost to complete above projects is approximately JD 13,500,000 as of 31 December
2019 (2018: JD 6,700,000). Management expects to complete these projects during the upcoming

two years.
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(7) FINANCIAL ASSETS AT FAIR VALUE THROUGH O 1HER COMPREHENSIVE INCOME

This item represents the Group’s equity investments in the following companies:

2019 2018
JD JD
Quoted shares — Local
Jordan Express Tourist Transport Company PLC 786,622 739,279
Jordan Projects Tourism Development Company PLC 8,640,206 8,640,206
9,426,828 19,379,485
Unquoted shares — Local
Jordan Hotels and Tourism Education Company LLC 180,000 180,000
Dead Sea Touristic and Real Estate
Investments Company LLC 354,000 354,000
534,000 - 534,000
Unquoted shares — Foreign
Palestine Tourism Investment Company CSC 955,909 955,909
955,909 955,909
10,916,737 10,869,394

Movements on financial assets at fair value through other comprehensive income were as follows:

2019 2018
JD JD
Beginning balance 10,869,394 13,381,053
Change in fair value 47,343 (2,511,659)
Ending balance 10,916,737 _10,869,394

Investments in unquoted shares are carried at cost. Management believes that the fair value of
these investments is not materially different from its cost.

(8) CUMULATIVE CHANGE IN FAIR VALUE

Movements on cumulative change in fair value were as follows:

2019 _ 2018
JD JD
Beginning balance 6,189,260 8,687,327
Change in fair value of financial assets at fair value
through other comprehensive income 47,343 (2,511,659)
Change in deferred tax liabilities (Note 24) (2,485) 13,592
Ending balance 6,234,118 16,189,260
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(9) ADVANCE PAYMENTS FOR LAND PURCHASES

This item represents amounts paid by Nabatean Hotels Company (subsidiary) to purchase a land
plot in Petra which has been registered under the name of the Chairman of the Board of Directors
of Zara Investment (Holding) Company. The transfer of ownership to the subsidiary has not yet been
completed until the date of these consolidated financial statements.

(10) INVENTORIES

2019 2018
JD JD

Supplies and equipment 1,054,667 1,062,017
Food and beverages 552,682 564,200
Others 96,375 138,336
1,703,724 1,764,553

Less: Provision for slow moving inventories (34,973) (88,634)
Provision for impairment of inventories (1,756) (2,858)
1,666,995 1,673,061

Movements on provision for slow moving inventories were as follows:

2019 2018
JD JDO
Beginning balance 88,634 12,562
Provision for the year 1,254 76,072
Reversals during the year (54,915) -
Ending balance 34,973 88,634

Movements on provision for impairment of inventories were as follows:

2019 2018
JD JD
Beginning balance 2,858 -
Provision for the year - 2,858
Reversals during the year (1,102) -
Ending balance 1,756 2,858
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(11) ACCOUNTS RECEIVABLE

2019 2018
JD JD
Accounts receivable 6,549,962 6,083,342
Provision for expected credit losses (1,321,789) ~  (908,287)
5228173 5,175,095
Movements on provision for expected credit losses were as follows;
2019 2018
JD JD
Beginning balance 908,287 926,467
Provision for the year * 463,803 51,616
Reversals during the year ** (33,609) (67,334)
Amounts written off during the year (16,692) (2,462)
Ending balance - 1,321,789 908,287

*  Provision for the year was allocated to administrative expenses for JD 220,130 (2018: JD 30,519)
and to operating expenses for JD 243,673 (2018: JD 21,097).

**  Reversals during the year were added to other income for JD 20,876 (2018: JD 15,784) and to
operating revenues for JD 12,733 (2018: JD 51,550).

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

Neither
past due
nor 1-30 31-90 91-120 121-360
impaired ~ days days days days Total
JD JD JD JD JD JD
2019 698,731 2,321,431 2,208,011 - - 5,228,173
2018 1,220,461 1,752,225 2,184,446 - 17,923 5,175,055

Management expects unimpaired receivables to be fully recoverable. The Group does not obtain
collateral over these receivables and hence they are unsecured.

-29.



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

(12) OTHER CURRENT ASSETS

2019 2018
JD JD
Agaba Special Economic Zone Authority * 1,333,375 2,672,482
Refundable deposits 692,024 717,410
Advance payments to suppliers and contractors 1,607,231 1,046,720
Prepaid expenses 518,613 657,588
Others 884,975 614,547
5,036,218 5,708,747
Non-current portion - 1,341,107
Current portion 5,036,218 4,367,640
5,036,218 5,708,747

* In 2015, the two subsidiaries (South Coast Real Estate Development Company and South
Coast Hotels Company) collectively signed an agreement with Agaba Special Economic Zone
Authority (‘“ASEZA”") to cancel the sale and development agreement made in 2007 with ASEZA
for the purchase of a number of land lots. In the agreement signed in 2015, ASEZA promised
to repay the advances to the two subsidiaries in five equal annual instalments amounting to JD
1.3 million each over a period of 5 years starting in 2016 and ending in 2020.

(13) CasH ON HAND AND AT BANKS

2019 2018
JD JD
Cash on hand 116,816 110,530
Current accounts 7,938,111 5,795,376
Term deposits * 71,422,666 8,888,187
15,477,593 14,794,093

*  Term deposits are fixed for 1 to 3 months and earn annual interest rate ranging from 1% to 6%
per annum (2018 1% to 6% per annum).

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

2019 2018
JD JD
Cash on hand and at banks 15,477,593 14,794,093
Due to banks (Note 16) (2,046,941) (6,714,441)
1?3,430,_62_ 8,079,652
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14 EQuITY

Paid-in Capital -
The Company’s authorized and paid-in capital is 150,000,000 shares of JD 1 par value each as of
31 December 2019 and 2018.

Statutory Reserve -

As required by the Jordanian Companies Law, 10% of the annual profit before tax is to be transferred
to statutory reserve. The reserve is not available for distribution to the shareholders. The Company
may stop this transfer to statutory reserve when its balance reaches 25% of the authorized share
capital.

Voluntary Reserve -
The accumulated amounts in this account represent cumulative appropriations not exceeding 20%
of annual profits before tax. This reserve is available for distribution to the shareholders.

Dividends -

The General Assembly approved in its meeting held on 24 April 2019 the distribution of cash
dividends of JD 3,000,000, which represents 2% of the Company's paid-in capital for 2018 results
(2018: JD 3,000,000 for 2017 results).

(15) LOANS

This item consists of loans utilized from the following parties:
Loans instalments

2019 2018
Short Long Short Long
Currency Term Term Total Term Term Total
JD JD JD JD JD JD

Movenpick Company - National Hotels and
Tourism Co usD 212,100 - 212,400 424,800 212,400 637,200
Cairo Amman Bank — Jordan Himmeh Mineral
Co. JOD - 46,580 46,580
Cairo Amman Bank — Nabatean Hotels Co. JOD - 147,321 147,321
Cairo Amman Bank — Amman Tourism
Investment Co. JoD ; 50,243 50,243

212,400 244 144 456,544 424,800 212,400 637,200

- Movenpick Hotels & Resorts Management - National Hotels & Tourism Company - USD
On 2 April 2015, an interest—free loan agreement of USD 1,500,000 (JD 1,062,000) was signed
between Movenpick Hotels & Resorts Management FZ LLC and National Hotels & Tourism
Company (subsidiary), to finance the soft renovation of the Movenpick Resort & Spa Dead Sea
whereby the loan is utilized in 4 equal disbursements, according to the percentage of completion.
The loan is repayable in 5 equal semi—annual instalments of USD 300,000 (JD 212,400)
commencing on 1 January 2018 and ending on 1 January 2020. During 2016, the first
disbursement of USD 375,000 (JD 265,500) was made, and during 2017 the remaining
disbursements of USD 1,125,000 (JD 796,500) were made.
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- Cairo Amman Bank - Jordan Himmeh Mineral Company - JOD
On 4 September 2019, the Company signed a loan agreement in the amount of JD 2,000,000
backed by the Central Bank of Jordan to reinforce tourism. The loan was granted to partly
finance construction project of Ecolodge Resort at Himmeh in the north part of the Kingdom.
The loan term is 10 years including a 30-month grace period and is repayable in 16 equal semi-
annual instalments of JD 125,000 each, commencing on 31 December 2021 at annual interest
rate of 3.5%.

Withdrawals are against the borrower presenting invoices and claims received from contractors
and suppliers reflecting progress of the project as approved by the consultant engineer.

- Cairo Amman Bank - Nabatean Hotels Company - JOD
On 25 August 2019, the Company sighed a loan agreement in the amount of JD 2,000,000
backed by the Central Bank of Jordan to rcinforce tourism. The loan was granted to finance
renovation projects at Movenpick Resort Petra and Movenpick Nabatean Castle Hotel. The loan
term is 10 years including a 30-month grace period and is repayable in 16 equal semi-annual
instalments of JD 125,000 each, commencing on 31 December 2021 at interest rate of 3.75%.

Withdrawals are against the borrower presenting invoices and claims received from contractors
and suppliers reflecting progress of the project as approved by the consultant engineer.

- Cairo Amman Bank - Amman Tourism Investment Company - JOD
On 25 August 2019, the Company signed a loan agreement in the amount of JD 2,000,000
backed by the Central Bank of Jordan to reinforce tourism. The loan was granted to finance 50%
of Hyatt Tower apartments renovation project. The loan term is 5 years including 30-month grace
period and is repayable over 2.5 years in 6 equal semi-annual instalments of JD 333,333 each,
commencing on 31 December 2021 at annual interest rate of 4.25%.

Withdrawals are against the borrower presenting invoices and claims received from contractors
and suppliers reflecting progress of the project as approved by the consultant engineer.

The unutilized portion of the loans amounts to JD 5,755,856 as of 31 December 2019.
The loan agreements include covenants in respect of the financial ratios of the borrowing
companies' financial statements. The agreements provide for calling the entire loans balances in

case the borrowing companies do not comply with such covenants.

The aggregate amounts and maturities of the loans are as follows:

Year JD
2020 212,400
2021 244 144

Total 456,544
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(16) DUE TO BANKS

This item represents the balance of overdraft facilities granted to the Company and Jordan Hotels
and Tourism Company (subsidiary) from Cairo Amman Bank, Arab Bank and Union Bank with
ceilings of USD 10,000,000, JD 1,000,000 and JD 2,000,000 respectively. The annual interest rate
on these facilities range from 4.25% to 9.625% per annum including the commission (2018: 4.25%
to 9.125% per annum).

(17) OTHER CURRENT LIABILITIES

2019 2018
JD JD

Accrued expenses 2,706,236 2,265,450
Deferred grant income * 1,799,978 -
Sales tax deposits 759,377 642,196
Guest deposits 725,796 595,701
Contractors’ accruals and retentions 441,922 78,564
Cooling units 184,426 -
Others 301,358 498,366

- 6,919,093 4,080,277
Non-current portion 124,426 -
Current portion 6,794,667 4,080,277

___ 6,919,093 4,080,277

*  This item represents a grant amounting to USD 2,824,859 (JD 2,000,000) which Amman Tourism
Investment Company (subsidiary) received from Hyatt Hotels Corporation as an incentive to
renew the Management Agreement. The grant was recorded as deferred income and will be
amortized over ten years as per the agreement. During 2019, an amount of JD 199,997 was
recognized in the consolidated statement of profit or loss (Note 20).

(18) OTHER PROVISIONS

Employees’
2019 - Legal claims benefits Others Total
JD JD JD JD
Beginning balance 359,851 162,403 47,480 569,734
Provision for the year - 144,277 422,996 567,273
Reversals during the year (Note 20) - (19,486) (695) (20,181)
Paid during the year - (25,952) (44,305)  (70,257)
Ending balance 359,851 261,242 425,476 1,046,569
Employees’
Legal claims benefits Others Total
2018- Jo JD JD JD
Beginning balance 359,851 202,394 117,480 679,725
Provision for the year - 57,440 45,000 102,440
Reversals during the year (Note 20) - (325) (70,000) (70,325)
Paid during the year - (97,106) (45,000) (142,106)
Ending balance 359,851 162,403 47,480 569,734
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(19) SEGMENT INFORMATION

The primary reporting segments were determined based on the risks and rewards for the Group
which is substantially affected by the segments’ products and services. These segments are
organized and operated separately in accordance with the nature of its products and services and
used by the Chief Executive Officer and the decision maker of the Group.

The Group is organized for administrative purposes through hotels segment and other segments:
- Hotels segment: represents hospitality services of Movenpick Hotels, Grand Hyatt Amman Hotel
and Hotel Intercontinental Jordan.

- Other segments: represent transactions of the Holding Company and other segments.

Management monitors the segment results based on the profit or loss of each segment separately
for the purposes of performance evaluation.

Geographical segment is associated in providing products or services in a particular economic
environment, subject to risks and rewards that are different from those in other segments operating

in other economic environments. All segments of the Group operate in one geographic area.

Hotels Other
Segment * Segments Eliminations Total

2019 - JD JD JD JD
Operating revenues 73,018,583 1,663,236 (905,120) 73,776,699
Operating expenses (55,158,720)  (1,077,002) 905,120  (55,330,602)
Net operating revenues 17,859,863 586,234 - 18,446,097
Other information -

Segment assets 208,876,272 60,861,339 (58,568,527) 211,169,084
Segment liabilities 58,397,579 22,464,736 (58,568,527) 22,293,788
Depreciation 7,987,920 37,225 - 8,025,145
Provision for expected credit losses 243,673 220,130 - 463,803
Interest income 361,531 2,727 z 364,258
Finance costs 241,589 213,256 - 454 845
Capital expenditures 9,386,072 86,411 - 9,472,483
Segment non-current assets 168,487,669 15,272,436 - 183,760,105
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L

Hotels' net operating revenues consist of the following:

Hotel Grand Dead Sea Petra Agaba Tala Bay
InterContinental Hyatt Amman Movenpick Movenpick Movenpick Nabatean Castle Movenpick
Jordan Hote! Resort Resort Resort Movenpick Hotel Resort . Total
JD JD JD JD JD JD JD JD
Operating revenues 16,799,355 10,412,333 13,665,158 10,273,285 8,765,959 2,213,676 10,888,817 73,018,583
Operating expenses (13,066,324) (9,332,028)  (10,265,797)  (5,977,566)  (6,910,039) (1,529,191)  (8,077,775)  (55,158,720)
Net operating revenues 3,733,031 1,080,305 3399361 4295719 1,855,920 684,485 2,811,042 17,859,863
Hotels Other
Segment * Segments  Eliminations Total
2018 - JD JD JD JD
Operating revenues 68,709,212 1,558,145 (808,660) 69,458,697
Operating expenses (§2,895,_320_)_ (1,064,506) 808,660 (53,151,1_66)
Net operating revenues 15,813,892 493,639 - 16,307,531
Other information -
Segment assets 201,340,834 61,732,554 (57,133,884) 205,939,504
Segment liabilities 54,392,092 21,882,528 (57,133,884) 19,140,736
Depreciation 7,912,457 188,042 = 8,100,499
Provision for expected credit losses 21,097 30,519 - 51,616
Interest income 354,942 2,230 = 357,172
Finance costs 231,842 242,447 = 474,289
Capital expenditures 6,975,814 59,426 - 7,035,240
Segment non-current assets 163,332,787 16,596,868 . 179,929,655
* Hotels' net operating revenues consist of the following:
Hotel Dead Sea Petra Aqaba Tala Bay
InterContinental Grand Movenpick Movenpick Movenpick Nabatean Castie Movenpick
Jordan Hyatt Amman Resort Resort Resort Movenpick Hotel Resort Total
JD JD JD JD JD Jo JD JD
Operating revenues 18,576,641 9,908,400 12,346,329 8,020,202 8,376,785 1,143,565 10,337,290 68,709,212
Operating expenses (14,119,944) (9,407,864) (9.356,456)  (4.900682) (6476,832)  (1,000299) (7.633,243)  (52,895,320)
Net operating revenues 4,456,697 500,536 2,989,873 3119520 1,899,953 15,813,892
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(20) OTHER INCcOMLC, NCT

Rental income

Grant income (Note 17)

(Loss) gain on sale and disposal of property and
equipment

Dividends income

Credit card commission

Reversal of provision for expected credit losses

Reversal of other provisions (Note 18)

Others

(21)  FINANCE COSTS

Interest expense on overdraft facilities
Interest expense on operating lease obligations (Note 2)
Others

(22) ADMINISTRATIVE EXPENSES

Salaries and wages

Boards of directors’ transportation
Provision for expected credit losses (Note 11)
Donations

Governmental expenses
Hospitality

Insurance

Bank commissions and charges
Maintenance

Professional fees

Property tax

Postage and telephone

Rent

Subscriptions

Withholding tax

Travel and transportation
Advertising and marketing

Water and electricity

Security

Others

-29.

2019 2018
JD JD
560,949 560,809
199,997 -
(20,777) 10,499
43,701 43,701
- 29,165
20,876 15,784
20,181 70,325
43,057 41,923
867,984 772,206
2019 2018
JD JD
213,268 474,289
213,151 -
28,426 . _
454,845 474,289
2019 2018
JD JD
1,099,104 1,045,691
255,907 259,836
220,130 30,519
37,397 39,557
79,517 37,611
10,175 6,545
207,373 234,768
40,183 67,352
24,016 27,253
159,166 181,702
220,065 207,400
27,485 26,530
173,733 266,967
50,381 44,235
13,318 14,151
14,732 20,797
2,384 26,673
64,407 78,222
36,198 51,072
226,299 256,906
2,961,970 2,923,787
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(23) NON-CONTROLLING INTERESTS

This item represents the subsidiaries’ net equity after deducting the Company's direct and indirect
interests in these subsidiaries.

(24) INCOME TAX

The income tax provision represents income tax due on the results of operations for some of the
Company's subsidiaries. No income tax provision was calculated for the Company and a number of
its subsidiaries for 2019 and 2018, due to the excess of deductible expenses over taxable revenues,
or due to accumulated losses from prior years, in accordance with Income Tax Law No. (38) for the
year ended 31 December 2019, Income Tax Law No. (34) of 2014 for the year ended 31 December
2018, Investment Commission Law No. (30) of 2014 and Aqaba Special Economic Zone Authority
Law No. (32) of 2000.

Income tax, net -

The income tax stated on the consolidated statement of profit or loss represents the following:

2019 _ 2018
JD JD
Current year income tax 1,017,797 609,934
Prior years’ income tax 97,377 51,709
Deferred income tax expense 271,731 992,521
Deferred income tax benefit (388,556) (1,055,878)
998,349 598,286
Provision for income tax -
Movements on provision for income tax were as follows
2019 2018
JD JD
Beginning balance 699,868 850,714
Income tax for the year 1,017,797 609,934
Prior years’ income tax 97,377 51,709
Reversal during the year (154,275) -
Income tax paid (760,282) (812,489)
Ending balance 900,485 699,868

South Coast Real Estate Development Company and South Coast Hotels Company obtained
clearances from Agaba Special Economic Zone Authority (ASEZA) up to the year 2017. Agaba
Special Economic Zone Authority has not yet reviewed the accounting records for the year 2018.

Nabatean Hotels Company and Red Sea Hotels Company obtained clearances from the Income
Tax Department and ASEZA, respectively, up to the year 2015. The Income Tax Department has
reviewed the accounting records of Nabatean Hotels Company for the years 2016 to 2018 and has
not yet issued the final report up to the date of these consolidated financial statements.
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Qasis Hotels Company obtained clearance from the Income Tax Department up to the year 2015.
income tax returns for the years 2016 to 2018 were accepted as part of the sampling system.

Amman Tourism Investment Company obtained clearance from the Income Tax Department up to
the year 2016. The Income Tax Department has reviewed the accounting records for the years 2017
and 2018 and has not issued yet the final report up to the date of these consolidated financial
statements.

Zara South Coast Development Company obtained clearance from Agaba Special Economic Zone
Authority up to the year 2017. Agaba Special Economic Zone Authority has not reviewed the
accounting records for the year 2018.

National Hotels and Tourism Company obtained clearance from the Income Tax Department up to
the year 2017. Income tax return for the year 2018 was accepted as part of the sampling system.

Jordan Himmeh Mineral Company and Rum Hotels and Tourism Company obtained clearance
from the Income Tax Department up to the year 2016. Income tax returns for the years 2017 and
2018 were accepted as part of the sampling system.

Jordan Hotel Supplies Trading Company (Amman) obtained clearance from the Income Tax
Department up to the year 2016. Income Tax return for the years 2017 and 2018 were accepted as
part of the sampling system.

Jordan Hotel Supplies Trading Company (Aqaba) obtained clearance from Agaba Special Economic
Zone Authority up to the year 2015. Agaba Special Economic Zone Authority has not yet reviewed
the accounting records for the years 2016 to 2018.

Himmeh Solar Power Company income tax returns for all years up to the year 2018 were accepted
as part of the sampling system.

Zara Agricultural Services and Marketing Company (Amman) income tax return for the year 2018
was accepted as part of the sampling system. Agaba Special Economic Zone Authority has not
reviewed the accounting records for the years 2017 and 2018.

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

Management believes that the recorded provision for income tax is sufficient to cover any tax
obligations that may arise as of 31 December 2019.

Reconciliation between accounting profit and taxable income is as follows:

2019 2018
JD JD

Accounting profit before income tax 7,723,869 5,756,964
Losses of the Company and some subsidiaries 2,011,685 2,988,748
Carried forward losses (2,131,627) (4,304,117)
Non-taxable income (1,408,111) (932,105)
Depreciation differences 212,691 (128,872)
Non-deductible expenses 2,018,044 1,784,115
Taxable income 8,426,551 - 5,164,733
Income tax expense ~(998,349)  (598,286)
Statutory income tax rate 5% - 21% 5% - 20%
Effective income tax rate 12.9% 10.4%
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Deferred tax assets -

Deferred tax assets represent the estimated tax effect of accumulated tax losses carried forward
pertaining to Amman Tourism Investment Company and Zara South Coast Development Company,
expected to result in future tax benefits.

Movements on deferred tax assets were as follows:

2019 2018
JD JD
Beginning balance 1,720,882 1,596,315
Tax effect of changing the tax rate (160,797) -
Tax effect of accumulated tax losses carried forward 332,357 1,055,878
Tax effect of accumulated tax losses released (105,913) (931,311)
Endinyg balance 1,786,499 1,720,882

The below subsidiaries recorded deferred tax assets against accumulated losses carried forward
expected to result in future tax benefits. Movements on accumulated tax losses were as follows:

2019
Beginning Losses Losses Ending Deferred 2018
Balance Added Released Balance Tax
JD JD JD JD JD JD

Amman Tourism

Investment Co. 3,600,472 1,131,596 B 4,732,068 993,734 756,099
Zara South

Coast 16,079,715 1,894,443 (2,118,854) 15,855,304 792,765 964,783

Development Co.

19,680,187 3,026,039  (2,118,854) 20,587,372 1,786,499 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:

2019 2018
JD JD
Beginning balance 488,104 440,486
Change in fair value of financial assets (Note 8) 2,485 (13,592)
Depreciation differences related to machinery and
equipment and computer hardware and software, net (51,207) 61,210
Ending balance 439,382 488,104
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(25) Basic AND DILUTED EARNINGS PER SHARE

2019 2018
Profit attributable to equity owners of the parent (JD) 5,915,732 3,917,349
Weighted average number of shares (Share) 150,000,000 150,000,000
Basic earnings per share (JD/Fils) 0039 _0/026_ -

Basic and diluted earnings per share for the year are equal.

(26) CONTINGENT LIABILITIES

The Group has outstanding bank guarantees of JD 123,500 as at 31 December 2019 (2018:
JD 123,500).

(27) LITIGATIONS AGAINST THE GROUP

In the normal course of business, the Group appears as a defendant in a number of lawsuits amounting to JD
78,259 as of 31 December 2019 (2018: JD 78,259). Management and the 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 against others in the amount of JD 693,032 as at 31 December
2019 (2018: JD 376,345).

(28) RELATED PARTY TRANSACTIONS

Following are the consoclidated subsidiaries (all incorporated in Jordan):

Paid-in Capital Ownership

2019 2018 Principal Activities 2019 2018

JD JD % %
Jordan Hotels and Tourism Co. PSC 10,000,000 10,000,000 Hotel InterContinental Jordan 516 516
Jordan Himmeh Mineral Co. PSC 1,657,772 1,557,772 Himmeh Resort 716 716

Nabatean Caslle Holel and Pelia
Nabatean Hotels Co, LLC 3,300,000 3,300,000 Movenpick Hotel 100 100
Grand Hyatt Amman Hotel, Hyatt

Amman Tourism Investment Co. LLC 16,500,000 16,500,000 Tower and Zara Center 100 100
Rum Hotels and Tourism Co. LLC 700,000 700,000 Tourism Project ~-Wadi Mousa 82.1 821
Qasis Hotels Co. LLC 1,600,000 1,600,000 Tourism Project - Dead Sea 92.2 92.2
National Hotels and Tourism Co LLC 15,000,000 15,000,000 Dead Sea Movenpick Hotel 100 100
Jordan Hotel Supplies Trading Co. LLC 330,000 330,000 Gift Shops 100 100
Red Sea Hotels Co. LLC 17,000,000 17,000,000 Agaba Movenpick Hotel 100 100
Zara Agricultural Co, LLC 100,000 100,000 Plants 54.3 54.3

South Coast Real Estate Development Co. LLC 10,050,000 10,050,000 Tourism Project - Aqaba 82 82

South Coast Hotels Co. LLC 4,800,000 4,800,000 Tourism Project - Agaba 82 82
Zara South Coast Development Co. LLC 39,425,503 39,425,503 Tala Bay Movenpick Hotel - Agaba 84.8 84.8
Zara Agricultural Services and Marketing Co. LLC 61,000 25,000 Plant maintenance 100 100
Himmeh Solar Power Co. LLC 1,000 1,000 Solar power electricity generation 936 936

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.

-33-



ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2019

Balances of related parties included in the consolidated statement of financial position:

2019 2018
JD JD

Current assets-
Cash on hand and at banks -
Arab Bank, Etihad Bank, and Cairo Amman Bank (shareholders) 15,356,096 14,669,492
Accounts receivable-
Amounts due from Cairo Amman Bank (shareholder) 28,105 9,413
Non-current liabilities -
Loans -
Cairo Amman Bank (shareholder) 244 144 -
Current liabilities-
Due to banks -
Arab Bank, Etihad Bank, and Cairo Amman Bank (shareholders) 2,046,941 6,714,441

Transactions with related parties included in the consolidated statement of profit or loss:

2019 2018
JD JD

Interest income — Cairo Amman Bank and Etihad Bank (shareholders) 364,258 357,172
Rent income — Cairo Amman Bank (shareholder) 259,546 248,123
Finance costs — Cairo Amman Bank (shareholder) 213,268 474,289
Rent expense — Astra Investment Company (owned by Chairman and Vice-

Chairman of Zara Investment Company) 148,759 148,608
Boards of directors’ remuneration and transportation:

- Zara Investment Company 151,674 153,836
- Jordan Hotels and Tourism Company (subsidiary) 149,233 151,000

300,907 304,836

Key management personnel compensation (Salaries, compensation and other benefits) is as follows:

2019 2018
JD JD
Salaries, compensation and other benefits 250,300 236,900
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ZARA INVESTMENT (HOLDING) COMPANY — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
31 DECEMBER 2019

(30) RISK MANAGEMENT

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

The Group is exposed to interest rate risk on its interest-earning assets such as bank deposits and
interest-bearing liabilities such as loans and overdrafts.

The sensitivity of the consolidated statement of profit or loss is the effect of the assumed changes in
interest rates on the Group's profit for one year, based on financial assets and liabilities with floating
interest rates.

The following table demonstrates the sensitivity of the consolidated statement of profit or loss to
reasonably possible changes in interest rates with all other variables held constant:

2019-
Effect on profit
for the year
Increase before income
in interest rate tax
(Basis Points) JD
JD 75 (38,487)
usbD S 1,593
2018-
Effect on profit
for the year
Increase before income
in interest rate tax
(Basis Points) JD
JD 75 (16,303)
uUsD 75 4,779

The effect of decrease in interest rates is expected to be equal and opposite to the effect of the increase
shown above.
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Equity price risk —
Equity price risk is the risk that may result from a change in Amman Stock Exchange index. The Group
believes that it is not significantly exposed to equity price risk.

The following table demonstrates the sensitivity of the consolidated statement of comprehensive income
and the cumulative change in fair value of financial assets at fair value through other comprehensive
income to reasonably possible changes in equity prices, with all other variables held constant:

2019-
Effect on the
consolidated
statement of
Increase comprehensive
__in market index income and equity
(%) JD
Amman Stock Exchange 10 942 683
2018-
Effect on the
consolidated
statement of
Increase comprehensive
in marketindex ~ income and equity
(%) JD
Amman Stock Exchange 10 937,949

The effect of decrease in equity prices is expected to be equal and opposite to the effect of the increase
shown above.

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

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

The Group provides services to a large number of customers. No single customer accounts for more
than 10% of outstanding accounts receivable at 31 December 2019.
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Liquidity risk —
Liquidity risk is represented by the possibility that the Group may not be able to meet its obligation when
due. The Group manages its liquidity risk by seeking adequate funding from shareholders.

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

The following table summarises the maturities of the Group's undiscounted financial liabilities based on
contractual payment dates and market interest rate:

Less than 3to12 1to 5

3 months months ~ years ~ Total
As at 31 December 2019 NID] D RIp] Jn
Accounts payable and other liabilities 9,953,056 441,922 196,013 10,590,991
Due to banks 2,169,757 - - 2,169,757
Lease liabilities - 727,115 4,944,580 5,671,695
Loans 212,400 - 281,850 494,250
Total 12,335,213 1,169,037 5,422,443 - 18,926,693
As at 31 December 2018
Accounts payable and other liabilities 9,460,665 78,564 - 9,539,229
Due to banks 7,066,949 - - 7,066,949
Loans - 424 800 212,400 637,200
Total 16,527,614 503,364 212,400 17,243,378

Currency risk -

Most of the Group's transactions are in Jordanian Dinars and US Dollars. The Jordanian Dinar exchange
rate is fixed against USD (US$ 1.41 for JD 1). Accordingly, the Group is not exposed to significant currency
risk.
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(31) FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities.

Financial assets consist of cash and bank balances, accounts receivable and some other current assets.

Financial liabilities consist of due to banks, loans, accounts payable and some other current liabilities.

The fair values of financial instruments are not materially different from their carrying values.

The fair of value of the quoted shares are measured at fair value determined using level one and three in

the fair value hierarchy as follows:

Financial assets at fair value through other

comprehensive income:
Quoted
Unquoted

Financial assets at fair value through other

comprehensive income:
Quoted
Unquoted

31 December 2019

Level 1

Lev§l 2 _I_eve_l 3 Totgl B
JD JD JD JD
786,622 - 8,640,206 9,426,828
- = 1,489,909 1,489,909
786,622 - 10,130,115 10,916,73Z
- 31 December 2018
Le\iel 1 Level 2 Level 3 Total
JD JD JD JD
739,279 - 8,640,206 9,379,485
- s 1,5_89,&_)0_9 i 1,489,909
= 10,130,115 10,869,394

739,279

Investments in unquoted shares are carried at cost. Management believes that the fair value of these
investments are not materially different from its cost.

{32) CAPITAL MANAGEMENT

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

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

previous year.

Capital comprises of paid-in capital, statutory reserve, voluntary reserve, cumulative change in fair value
and retained earnings and is measured at JD 167,991,457 as at 31 December 2019 (2018: JD

165,266,037).
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(33) STANDARDS ISSUED BUT NOT YET EFFECTIVE

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

IFRS 17 Insurance Contracts

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

The new standard will be effective for annual periods beginning on or after 1 January 2021 with
comparative figures required. Early application is permitted provided that the entity also applies IFRS 9
and IFRS 15 on or before the date it first applies IFRS 17. This standard is not applicable to the Group.

Amendments to IFRS 3: Definition of "Business”

The IASB issued amendments to the definition of a business in IFRS 3 Business Combinations to help
entities determine whether an acquired set of activities and assets is a business or not. They clarify the
minimum requirements for a business, remove the assessment of whether market participants are
capable of replacing any missing elements, add guidance to help entities assess whether an acquired
process is substantive, narrow the definitions of a business and of outputs, and introduce an optional
fair value concentration test.

Since the amendments apply prospectively to transactions or other events that occur on or after the
date of first application, the Group will not be affected by these amendments on the date of transition.

Amendments to IAS 1 and IAS 8: Definition of “Material”

The 1ASB issued amendments to IAS 1 Presentation of Financial Statements and |IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’ across the
standards and to clarify certain aspects of the definition. The new definition states that, ’Information is
material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that
the primary users of general-purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting entity.

The amendments to the definition of "material” is not expected to have a significant impact on the
Group's consolidated financial statements.
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Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7

Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7 includes a number of reliefs,
which apply to all hedging relationships that are directly affected by interest rate benchmark reform. A
hedging relationship is affected if the reform gives rise to uncertainties about the timing and or amount
of benchmark-based cash flows of the hedged item or the hedging instrument. As a result of interest
rate benchmark reform, there may be uncertainties about the timing and or amount of benchmark-based
cash flows of the hedged item or the hedging instrument during the period before the replacement of
an existing interest rate benchmark with an alternative risk-free interest rate (an RFR). This may lead
to uncertainty whether a forecast transaction is highly probable and whether prospectively the hedging
relationship is expected to be highly effective.

The amendments provide temporary reliefs which enable hedge accounting to continue during the
period of uncertainty before the replacement of an existing interest rate benchmark with an alternative
risk-lree inlerest rale (an "RFR"). The elleclive dale of Lhe amendmenls is lor annual periods beginning
on or after 1 January 2020, with early application permitted. The requirements must be applied
retrospectively. However, any hedge relationships that have previously been de-designated cannot be
reinstated upon application, nor can any hedge relationships be designated with the benefit of hindsight.

With phase one completed, the IASB is now shifting its focus to consider those issues that could affect
financial reporting when an existing interest rate benchmark is replaced with an RFR. This is referred
to as phase two of the IASB’s project.

The Group has not early adopted the amendments and has concluded that the uncertainty arising from
IBOR reform is not affecting its hedge relationships to the extent that the hedge relationships need to
be discontinued.

(34) COMPARATIVE FIGURES

Some of 2018 figures have been reclassified in order to conform with the presentation of 2019 figures.
Such reclassification did not affect previously reported profit or equity for the year 2018.

(35) SUBSEQUENT EVENTS

Subsequent to the date of the consolidated financial statements, the repercussions of the coronavirus
on the global economy, especially the tourism and hospitality sectors, and the restrictions put in place
on travel in addition to quarantine for travelers and cancellation of events, conferences and public and
private gatherings, have all led to a drastic decline in hotel reservations and operations.

Management has prepared a preliminary study to determine the impact of the coronavirus on the
Group's activities and the Group’s financial statements to enable it to take appropriate measures to
carry out its activities under the current circumstances. Management is also preparing a detailed study
to determine the impact of the coronavirus on the Group's operations, the possibility of recovery of its
assets and ability of meeting its obligations for both the medium and long terms.
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