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March 31,2019
HH/MM/297/2019
Messrs, Amman Stock Exchange

Subject: Year Ended 31 December 2018

Enclosed herewith, please find the following:
- Consolidated financial statements (audited) for the year ended 31 December 2018.

- Compact disk of the consolidated financial statements (audited) for the year ended 31 December
2018.

Regards,

Zara Investment (Holding) Company

[

~

A 7Zaia Investment Holding
Company PSC

Jabal Amman, Al Sharif Hussein Bin Al Street, Astra Plaza Building No. 137 | PO.Box: 5315, Amman 11183, Jordan | Tel: + 962 6 4646781 | Fax: + 962 6 4646782

Email: info@zaraheldingcom | www zaraholding.com
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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 consclidated financial statements of Zara Investment Holding Company
{the “Company”} and its subsidiaries {the "Group”}, which comprise the consclidated statement of
financiat position as at 31 December 2018, 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 consclidated financial statements present fairly, in all material
respects, the financial pesition of the Group as at 31 December 2018, and its financia!l performance and
its cash fiows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Opinion

We conducted our audit in accordance with Internaticnal 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 secticn of our report. We are independent of the Group
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountanits {IESBA Code) together with the ethical requirements that are relevant to our
audit of the consolidated financial statements in Jordan, and we have fulfiled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have oblained is sulflicient and appropriate 1o provide a basis for our opinion.

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 year ended 31 December 2018, These matters
were addressed in the context of cur audit of the consoclidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinicn on these matters. For each matter
below, our description of how our audit addressed the matter provided in that context.

A rnemnbeer lirna of Ermst & Young Global Limitgad
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We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
consoclidated financial statements section of cur 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 beiow, provide the basis for our

audit opinion on the accompanying consolidated financial statements.

Revenue Recognition

Refer to Note 19 to the consclidated financial statements.

Key Audit matter

The Group owns and operates a network of
hotels. Revenues are mostly generated from
rocom stay and food and beverages. Billing is
done, based on all the services availed and
sales to customers.

We focus on this area as there is a risk of
misstatement of revenue due te high volume of
revenues with relatively low value transactions.
Also, because there is a risk that billing to
customers may be done for services that are
not rendered or services rendered but not bilied
or recorded and hence will result in an

overstatement or understatement of revenue.

How the key audit matter was addressed
in the audit

Qur audit procedures included considering
the appropriateness of the Group's revenue
reccgnition  accounting policies  and
assessing compliance with the policies In
terms of applicable accounting standards.
Audit procedures included testing the
Group’s controls around revenue recognition
and key controls in the revenue cycle. We
assessed sales transactions taking place at
either side of the consclidated statement of
financial position date (revenue cutoff date) to
assess whether that revenue was recognized
in the correct period. We have aiso performed
detailed analytical precedures for the gross
margin of the Hotels on a monthly basis for ail
departments {Reoms, Food and Beverage
and Cther departments).

Having built expectations about revenue
figures for the year we performed substantive
analytical procedures using financial and
non-financiai information. We selected and
tested a sample of journal entries on revenue
accounts.
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Impairment of Investment Properties

Refer to Nete 5 to the consolidated financial statements.

Key Audit matter How the key audit matter was addressed
in the audit

The carrying value of the Group’s investment | We utilised EY valuation specialists to assess

properties amounted to JD 5,569,551 at 31| the appropriateness of management's

December 2C18. recoverable value models used In the
impairment testing.

Recoverabiiity of these assets is dependent on

assumptions about future services prices, | We reviewed the significant assumptions
discount rates as well as internal assumptions | ysed in impairment testing for investment
related to future occupancy levels and | properties, specifically the service price,
operating costs. assumed service levels and discount rate

assumptions, including consideration of the

These estimates are particularly significant due | oy of management bias

to price and occupancy fluctuations,
competition, assumed future services and
uncertain pelitical and economic outlooks. The
outcome of impairment assessments could
vary significantly were different assumptions
applied

Other information included in the Group’s 2018 annual report.

Other information consists of the information included in the annual report, other than the consolidated
financia! statements and our auditor's report therecn. Management is responsible for the other
information. The Group's annual report is expected to be made available to us after the date of this
auditor’s report.

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

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.
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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 te fraud or errer.

In preparing the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concern, disclesing, 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 cperations, or has no realistic alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Consclidated 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 te fraud or error, and to issue an auditor's
report that includes our opinion.

Reasonhable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1SAs 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 reascnably
be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also!

+ 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 invclve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
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= Obtain an understanding of internal control relevant te 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 reascnableness 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 t¢ continue as a going concemn.
If we conclude that a material uncertainty exist, we are required to draw attention in our auditor's
report to the related disclosures in the consclidated financial statements or, if such disclosures are
inadequate, to medify our opinion. Qur conciusions are pased on the audit evidence obtained upto
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 consclidated financial statements,
including the disclcsures, and whether the consclidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

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
internat 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 {o communicate with them all relationships and other
matters that may reascnably be thought to bear on cur independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the censolidated 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 repert because the adverse consequences
of doing so would reasonable be expected to outweigh the public interest benefits of such

communication.

Repor on Cithar Legal and Reguilatory Resulremgnis

The Group maintains proper books of accounts which are in agreement with the consclidated financial

statements.

Amman — Jordan
25 March 2019

Ernst & Young/ Jordan

Bishr |brahim Baker
License No. 592



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018

ASSETS

Non-current assets -

Property and eguipment

Investment properties

Projects in pragress

Financial assets at fair vaiue through other
comprehensive income

Advance payments for land purchases

Deferred tax assets

Cther non-current assets

Current assets -
Inventories

Accounts receivable

Cther current asseis

Cash on hand and at banks

Total assets

EQUITY

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

Statutory reserve

Voluntary reserve

Cumuiative change in fair value

Retained earnings

Non-controiling interests
Total equity

LIABILITIES
Non-current liabilities -
Long-term lcans
Deferred tax liabilities

Current liabilities -

Current portion of long-term loans
Due to banks

Accounts payable

Other current liabilities

Other provisions

Provision for income tax

Total liabilities
Total equity and liahilities

Notes

10
11
12
13

14
14
14

22

15
23

15
16

17
18
23

2018
JD

169,347,569
5,688,551
870,070

10,868,384
111,082
1,720,882
1,339,107

179,927,655

1,673,081
5,345,069
4,198,626
15,260,438

26,478,195

206,406,850

150,000,000
5,132,263
689,496
8,188,260
3,265,018
165,266,037
21,532,731

186,798,768

212,400
488,104

700,604

424,800
6,714,441
6,417,458
4,080,277

569,734

699,868

18908578
18,607,082

206,405,850

2017
J0

160,776,325
5,716,018
468,542

13,381,653

1,696,315
2,670,482

184,608,736

1,733,095
4,830,657
4,688,727
17,688,136

28,840,615

213,449,351

150,000,000
4,505,284
689,496
8,687,327
2,957,897

166,840,004
21,507,044
188,347,048

637,200
440,486

1,077,686

6,831,000
5,786,312
6,035,838
3,841,028
679,725
850,714

24,024 817
25 102 303

213,448,351

The accompanying notes from 1 to 34 form part of these consolidated financial statements



ZARA INVESTMENT {HOLDING) COMPANY P.8.C.
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2018

Operating revenues
Operating expenses

Net operating revenues

Interest income

Qther income, net
Impairment of inventories
Finance costs
Depreciation
Administrative expenses
Cther provisions

Provision for slow moving inventories
Profit for the year before income tax

Income tax (expense) benefit

Profit for the year

Attributable to:

Equity holders of the parent

Non-controlling interests

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

Notes

19

20

485
21
18

23

22

24

2018
JD

69,458,697
(53,151,166)
18,307,531

357,172
772,208
(2,858)
(474,289)
(8,100,499}
(2,023,787)
(102,440
(76,072)

5,756,964
(598,286)
5,158,678

3,917,349
1,241,328

5,168,678

JD ! Fiis

0/026

2017
JD

67,732,510
(49,628,602)
18,103,808

282,439
879,960

(788,851)
(8,093,794)
(3,210,174)

(106,236)

6,167,452
568,078
8,733,630

5,165,078
1,568,452

6,733,530

JD / Fils

0/034

The accompanying notes from 1 to 34 form part of these consolidated financial statements



ZARA INVESTMENT {HOLDING)} COMPANY P.S.C.
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Note 2318 2017
JD JD
Profit for the year 5,158,678 6,733,530
Other comprehensive income items after tax not
to be realised in profit or loss subsequently:

Change in fair value, net of deferred tax liabilities g (2,498,067) 101,449
Total comprehensive income for the year 2,660,611 6,834,979
Attributable to:

Shareholders of the parent 1,419,282 5 266,527
Nen-controlling interests 1,241,328 1,568,452

2,660,811 6,834,979

The accompanying notes from 1 to 34 form part of these consolidated financial statements
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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

OPERATING ACTIVITIES
Profit for the year before income tax

Adjustments for:

Interest income

Gain on sale and disposal of property and eguipment, net
Dividends income

Finance costs

Depreciation

Qther provisions, net

Impairment for inventories

Provision for slow moving inventeries

{Recovery from) provision for expected credit losses, net

Changes in working capital:

Inventories

Accounts receivable
Qther current assets
Accounts payable
Other current liabilities
Cther previsions paid
Income tax paid

Net cash flows from operating activities

I T WETTHTIEE

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 and
contractors’ retentions

Interest income received

Dividends income received

Net cash flows used in investing activities

Friam o AL TrTTHLY

Repaymenis of loans

Loan received

Dividends paid

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

Net cash flows used in financing activities

Net 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

20

[ 4]

13

2018
JD

5,758,064

(357,172)
(10,499)
(43,701)
474,289

8,100,499

32,415
2,858
76,072
(15.718)

(18,8986)
(498,694)
1,886,729

381,620

258,656
(142,108)
(812,489)

16,170,527

(3,079,627)
18,936
(3,988)

(3,951,647)

(111,082)
(152,813)

357,172
43701

(6,879,326)

(6,831,000)

(2,986,842)
(1,208,891)

{520,294}

{11,647,027)

(3,255,826)
11 801 824

8,545,098

2017
JD

6,167,452

(282,439)
{13,043)
(36,418)
788,651

8,993,794
108,236

15,188

103,648
216,454
866,871
286,149

(504,699)

(123,950}

(578,798)

16,005,109

(3,599,564)
100,930
(23,409)

(1,644,294)

(37,115)
282,439
36 418

(4,884,595)

(10,548,148)
796,500

(1,063,824}
(830,511}

(11,646,084)

(526,470)
12 328 294

11,801,824

The accompanying notes from 1 to 34 form part of these consolidated financial statements



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(1] _GERERAL

Zara Investment {Holding) Company (the “Company”} was established on 10 May 1994 as a Public
Shareholding Company. The Company's paid-in capital is JO 150,000,000 consisting of 150,000,000
shares of JD 1 par value each as of 31 December 2018.

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

The consolidated financial statements were authorized for issue by the Board of Directers in its

meeting held on 20 March 2019. These consclidated financial statements are subject to the approval
of the General Assembly.

(2} AcCoumTING POLCES

r | BAsis o PREFARATION

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

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

The consolidated financia! statements have been presented in Jordanian Dinars “JD", which is the
functional currency of the Group.



ZARA INVESTMENT {HOLDING} COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

2.2 BASIS OF CONSOLIDATION

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

Contre! 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

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

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

= The ability to use its power over the investee tc affect its returns

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 investes,
including:

o Contractual arrangement with other vote hoiders of the investee
» Rights arising from other contractual arrangements
+ 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 financiat
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 aftributed to the equity
holders of the parent of the Group and to the non-controlling interests, even if this resuits 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
transacticns between members of the Group are eliminated in full.



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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:

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

+ 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

» Recognizes the fair value of any investment retained

+ Recognizes any surplus or deficit in profit or loss

s Reclassifies the parent's share of components previously recognized in OCI to profit or loss

2.3 CHANGES IN A&:CUNTING POLICIES

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

IFRS 8 Financial Instruments

IFRS § “Financial Instruments’ supersedes 1AS 39 “Financial Instruments: Recognition and
Measurement” for annual periods beginning on or after 1 January 2018, bringing together all three
aspects of accounting for financial instruments: classification and measurement; impairment; and
hedge accounting.

The standard has been applied retrospectively and in line with [FRS 9 “Financial Instruments®. The
impact of the adoption of the standard was recognized on 1 January 2018 by reversing the impact
on the consolidated statement of changes in equity.

The standard eliminates the use of IAS 38 incurred loss approach, uses the revised hedge
accounting framework, and the revised guidance on the classification and measurement
requirements.

Impairment

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

IFRS ¢ requires the Group to record an ailowance for ECL for all debt instruments measured at
amortized cost.



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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

This adoptien of the ECL approach does not have a material impact on the Group’s consolidated
financial statements.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes 1AS 11 "Construction Contracts”, IAS 18 “Revenue” and related Interpretations
and it applies to all revenue arising from contracts with customers, unless those contracts are in the
scope of other standards. The new standard establishes a five-step model to account for revenue
arising from contracts with customers. Under IFRS 15, revenue is recognised at an amount that
reflects the consideration to which an entity expects to be entitled in exchange for transferring goods
or services to a customer.

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

This adeption does not have any impact on the Group’s consolidated financial statements.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Considerations

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

This Interpretation does not have any impact on the Group’s consolidated financial statements.



ZARA INVESTMENT {HOLDING} COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

Amendments to [AS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under
construction or development into, or out of investment property. The amendments state that a
change in use cccurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. A mere change in management's intentions for
the use of a property does not provide evidence of a change in use.

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

Amendments to IFRS 2 Classification and Measurement of Share-based Payment
Transactions

The IASB issued amendments to [FRS 2 Share-based Payment that address three main areas: the
effect of vesting conditions on the measurement of a cash-settled share-based payment transaction;
the classification of a share-based payment transaction with net settlement features for withholding
tax obligations; and accounting where a modification to the terms and conditions of a share-based
payment transaction changes its classification from cash settled to equity settled. On adoption,
entities are required to apply the amendments without restating prior periods, but retrospective
application is permitted if all three amendments and other criteria are met. The Group’s accounting
policy for cash-seitled share-based payments is consistent with the approach clarified in the
amendments. In addition, the Group has no share-based payment transaction with net settlement
features for withholding tax obligations and had not made any modifications to the terms and
conditions of its share-based payment transaction.

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

Amendments to IAS 28 Investments in Associates and Joint Ventures - Clarification that
measuring investees at fair value through profit or loss is an investment-by-investment
choice

The amendments clarify that an entity that is a venture capital organisation, or other qualifying entity,
may elect, at initial recognition on an investment-by-investment basis, to measure its investments in
associates and joint ventures at fair value through profit or loss. If an entity, that is not itself an
investment entity, has an interest in an associate or joint venture that is an investment entity, the
entity may, when applying the equity method, elect to retain tho fair value measurement applied by
that investment entity associate or joint venture to the investment entity asscciate’s or joint venture’s
interests in subsidiaries. This election is made separately for each investment entity associate or
joint venture, at the later of the date on which: (a) the investment entity associate or joint venture is
initially recognised; (b) the associate or joint venture becomes an investment entity; and (¢) the
investment entity associate or joint venture first becomes a parent.

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



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property and equipment

Property and equipment is stated at cost, net of accumulated depreciation and/or accumulated
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
mainternance expenses are recognized in the consclidated statement of profit or ioss.

Property and equipment {except for land) is depreciated using the straight-tine 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 18
Computer hardware and software 20
Vehicles 15
Others 2-20

The assets’ useful lives and methods of depreciation are reviewed periodically and adjusted
prospectively, if appropriate.

The asset's carrying ameunt is written down to its recoverable amount if the asset's carrying amount
is greater than its estimated recoverable amount. Loss is recognized in the consolidated statement
of profit or loss.

When assets are sold or retired, any gain or ioss resuiting from their disposal is included in the
consolidated statement of profit or loss



ZARA INVESTMENT (HOLDING)} COMPANY P.S.C.
NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

Investment properties

investment properties are properties {land or buildings) held tc earn rentals or for capital
appreciation, rather than land or buildings used for preduction or supply of goods or services or for
administrative purposes or sale in the ordinary course of business.

Investment properties are stated at cost less accumulated depreciation and/or 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% - 20%.

Projects in progress

Projects in progress are stated at cost, which represents cost of constructicns, 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 assesses at each balance sheet date whether there is any objective evidence to record
allowance for expected credit loss on a financial asset or a group of financial assets.

Impairment is determined based on lifetime expected credit losses through establishing a provisicn
matrix that is based on the Group’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

impairment is recognized as an ailowance for expected credit loss in the consolidated statement of
profit or loss. If in a subsequent period, the amount of the impairment loss decreases, the income is
recognized in the consolidated statement of profit or loss.

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 iess 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.



ZARA INVESTMENT {HOLDING) COmMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

An assessment is made at each reporting date for an asset as to whether there is any indication that
previously recognised impairment losses may no fonger exist or may have decreased. If such
indication exists, the Group estimates the asset's or cash-generating unit's recoverable amount. A
previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment loss was
recognised. The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years, Such reversal is
recognised in the consclidated 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 resuiting
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 consclidated statement of comprehensive
income and in the consolidated statement of changes in equity, and the valuation reserve balance
for sold assets will be transferred directly to retained earnings. These assets are not subject to
impairment testing and dividends received are recognised in the consolidated statement of profit or
loss when declared,

Fair vatlue

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:

{n 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 advantagecus market must be accessible to 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.

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.



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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

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

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

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

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

For assets and liabilities that are recognised in the consclidated 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 pericd.

Inventories

Inventories are valued at cost (weighted average costing) or net realizable value whichever is lower.
Net realizable vaiue 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 uncoliectible
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 aliowance 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.

Offsetting ot financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated
statement of financial position if, and oniy 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
settie the liabilities simultanecusly.



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

Current versus non-current classification

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

» Itis expected to be realised or intended to be sold or consumed in the normai operating cycie

o ltis held primarily for the purpose of trading

« ltis expected to be reaiised within twelve months after the reporting period Or

« 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 A liability is current when

= ltis expected to be settled in the normal operating cycle

s [t is held primarily for the purpose of trading

= |tis due to be settled within twelve months after the reperting period Or

« 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 cther liabilities as non-current. Deferred tax assets and liabilities are
classified as nen- current assets and fiabilities.

Cash and cash equivalents
Cash and bank balance 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.

Loans and borrowings

After initial recognition, interest bearing loans are subsequently measured at amortized cost using
the effective interest rate method. Gains or losses are recognized in the consolidated statement of
profit or loss when the liabilities are derecognized as well as through the effective interest rate
methed (EIR) amortization process.

-10 -



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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 incurred.

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 (tegal or constructive} as a result
of a past event, it is probable that an outflow of resources embodying econemic 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 ali 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
Provision for income tax is calculated in accordance with the prevailing income tax law applicable in
the Hashemite Kingdom of Jordan.

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

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

Revenue 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 is recognized when the Group satisfies the performance obligation.

Revenues are recognized upon rendering services and issuance of invoices

11 -



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
31 DECEMBER 2018

Dividends are recognized when the shareholders’ right to receive payment is established
Rental income is recognised on a straight-line basis over the lease term as other income
Other revenues are recognized on accrual basis

Most of the Group's revenue falls within the application scope of IFRS 15 “Revenue from Contracts
with Customers”.

Operating Lease

Group as a lessee
Operating leases are recognised as an expense in the consolidated statement of profit or loss on a
straight-line basis over the lease term.

Group as a lessor
Operating lease revenues from investment properties are recognised as other income in the
consolidated statement of profit or loss on a straight-line basis over the lease term,

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 Dinars using the prevailing exchange rates at year end. Foreign exchange
gains or josses are reflected in the consclidated statement of profit or loss.

Contingent assets and liabilities
Contingent liabilities are not recognized in the consolidated financial statements but are discicsed

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.

-12 -



ZARA INVESTMENT {HOLDING) ComPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(3 SegnencANT ACCOUNTING JUDGMENT, EETIMATES 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 assumpticns 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 severai factors involving varying degrees of
judgment and uncertainty, and actual results may differ resulting in future changes in such
provisions.

Judgments, estimates and assumptions in the consclidated financial statements are detailed below:

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 josses in
accordance with IFRS 9 “Financial Instruments”.

- Income tax expense is calculated and charged for the year in accordance with laws and regutation
and IFRS. 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 lega!l advisor which determines the risk that may occur. These
studies are reviewed periodically and the provision is adjusted accordingly.

13-
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ZARA INVESTMENT {HOLDING)} ComPANY P.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 DECEMBER 2018

143 Iaer & il sl PROSTRTH S

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

2018
JD

10,512,638
3,866

10,516,602

4,798,617
160,434

4,947,051

5,668,551

2017
JD

10,489,227
23,408

10,512,636

4,647,478
148,139

4,796,617

5,716,018

The fair value of the investment properties is estimated, by a real estate appraiser, at JD
10,264,859 as at 31 December 2018 {(2017: JD 10,284,859).

(8} ProJEcTs ™ PROGEESS

This item represents the cost of executed works and amounts paid to the contractors as follows

Company 2018 2017

JD JO
Jordan Hotels and Tourism Company 425,811
Jordan Himmeh Mineral Company* 420,503 419,382
Nabatean Hotels Co. 74 441 33,883
Amman Tourism Investment Co. 27,6819 66,471
QOasis Hotels Co.* 525,703 525,703
Nationat Hotels and Tourism Co. 267,373 297,734
Red Sea Hotels Co. 102,983 15,161
South Coast Hotels Co.* 528,245 528,245
Zara South Coast Development Co. 20,784 5,355
Zara investment Co.* 102,886 102,886

2,496,448 1,894,920

{_ess: provision for projects in progress * (1,526,378} {1,526,378)

970,070 468,542

No interest expense was capitalized on projects in progress during 2018 and 2017.
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ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NoTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

Movement on projects in progress is as follow:

2018 2017
J0 JD

Beginning balance 1 90 20 2,609,288
Additions 3051 847 1,644,284
Transferred o property and equipment o S0 AN i 258

2,496,448 1,894,920
Provision for projects in progress (1,528,378} {1,526,378)
Ending balance §70,070 488,542

The estimated cost to compiete above projects is approximately JD 6,700,000 as of 31 December
2018 (2017: JD 3,000,000). Management expects to complete these projects during the goming
two years.

{7) Fianscial ASSETS AT FAIR VALUE THROUGH OTHER COMPREMERSIVE INCOME

This item represents the Group's equity investment in the foliowing companies

2018 2017
JD JD
Quoted shares — Local
Jordan Express Tourist Transport Company 738,279 684,651
Jordan Projects Tourism Development Company 8,640,206 11 206,493
8,379 485 11 891,144
Unquoted shares — Local
Jordan Hotels and Tourism Education 180,000 180,000
Dead Sea Touristic and Real Estate
Investments Company 354 000 354 000
534,000 534 000
Unquoted shares — Foreign
Palestine Tourism [nvestment Company 855 909 855 908
955 809 955 809
- 10,869,384 13,381,083

Movement on financial assets at fair value through other comprehensive income is as follows

2018 2017
JD JD
Beginning balance 13,381,053 13,273,958
Change in fair value (2,511,889) 107,085
Ending balance 10,869,394 13,381,053

investments in unquoted shares are carried at cost. Management believes that the fair value of
these investments is not materially different from its cost.
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ZARA INVESTMENT (HOLDING) ComPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(Bl Cymeul ATHE CeiaiG iN FAIR VALUE

Movement on cumulative change in fair value is as follows:

2018 2017
JD JD
Beginning balance 8,887,327 8,585,878
Change in fair value of financial assets at fair value
through other comprehensive income {2,511,659) 107,095
Change in deferred tax liabilities (note 23} 13,582 (5,648)
Ending balance 6,188,260 8,687,327

(Bl Apvasck PavisinTs FoR LAND PUSCHASES

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

(10} IMvEMTOeEs

2018 2017
JD JD
Food and beverages 584 200 539,024
Supplies and equipment 1,062,017 1,032,287
Others 138,336 174,346
Total 1,784,553 1,745,657
Less: Provision for slow moving inventories (88,634) {12,562}
Impairment of inventories (2,858)
1,673,081 1,733,085
Movement on provision for slow moving inventories is as follows:
2018 2017
JD JD
Beginning balance 12,562 12,562
Provision for the year 76 072
Ending balance AR 12,562
Movement on provision for impairment of inventories is as follows:
2018 2017
JD JD
Beginning balance :
Frovision for the year 2,858
Ending balance 2,868

-18 -



ZARA INVESTMENT (HOLDING} COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
31 DECEMBER 2018

(11} ACCoumTE BEcEmvapLE

Accounts receivable
Provision for expected credit lcsses

Movement on provision for expected credit loss is as follows

Beginning balance

Charge for the year *

Reversals during the year **
Amounts written off during the year
Ending balance

2018 2017
JD JB
6,253,356 5,757,124
{808,287) {926,467}
5,345,068 4,830,657
2018 2017
JD JD
926,467 926,434
51,618 64,062
(87,334} (48,863)
(2,462) {15,166}
908,287 926,467

*  Charge for the year was allocated to administrative expenses for JD 30,519 (2017: JD 50,762}

and to operating expenses for JD 21,097 {2017 JD 13,300;.

*  Reversals during the year were added to other income for JD 15,784 (2017: Nil) and were
deducted from operating expenses for JO 51,550 {2017: JD 48,863).

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

Past due but not impaired

Neither
past due
nor 1-30 31-90 a1-120
impaired days days days
4D JD JD
2018 1,220,461 1,822,238 2,184 446
2017 1,322,264 1,385,311 2,115,960

120-360

days
JD

17,923
7,122

Total
JD

5,345,069
4 830,657

Management expects unimpaired receivables to be fully recoverable, It is not the practice of the
Group to obtain collateral over receivables and the vast majority are therefore unsecured.
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ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(171 OFsEn CuRRENRT ASRETY

2018
JD
Agqaba Special Economic Zone Authority * 2,670,482
Refundable deposits 717,410
Advance payments to suppliers and contractors 876,706
Prepaid expenses 657,588
Others 818,547
5,838,733
Non-current portion 1,338,107
Current portion 4,199,626
5,538,733

2017
JD

4,001,857
714,837
710,453

1,072,861
859,201

7,359,209

2,670,482
4,688,727
7,358,208

*  In 2015, each of the two subsidiaries {South Coast Real Estate Deveicpment Company and
South Coast Hotels Company) signed an agreement with Agaba Special Economic Zone
Authority (“ASEZA”) that cancels the sale and development agreement made in 2007 with
ASEZA to purchase a number of land lots. in the agreement signed in 2015, ASEZA promises
to repay the advances io the two subsidiaries in five equal annual instaiments amounting to
JO 1.3 million each over a period of 5 years starting in 2016 and ending in 2020.

(B3 Coags O Hass asp AT Blaaees

2018
JD
Cash on hand 110,530
Current accounts 6,261,722
Term deposits * 8,888,187
15,260,439

2017
JD

117,768
7,635,340
9,935,028

17,588,136

*  Term deposits are fixed for 1 to 3 months and earn annual interest rate ranging from 1% to 6%

per annum.

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

of the fellowing:

2018
JD
Cash on hand and at banks 15,260,439
Due to banks {note 16} (6,714,441}
8,545,998

-20-

2017
JD

17,588,136
(5,786,312}

11,801,824



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 DECEMBER 2018
(14} Egury

Authorized and Paid-in Capital -

The Company's authorized and paid-in capital is 150,000,000 shares of JU 1 par value each as at

31 December 2018.

Statutory Reserve -

As required by the Jordanian Companies Law, 10% of the annual profit before fax is to be
transferred to statutory reserve. The reserve is net 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 accumtilated amounts in this account represent cumulative appropriations not exceeding 20%
of annual profits before tax. This reserve is available for distribution to the sharehoiders,

{15) LONG-TERM LOANS

This item consists of the following

Currency

Arab Bank — Amman Tourism Invesiment Co. usD
Aray Bank — Zars Investment Holding Co. Ush
Syndicated loan — Zara Investiment Holding Co usb

Movenplck company — Mational Hotels and

Tourism Co uso

Arab Bank - Amman Tourism [nvestment Company - USD

Short
Term

JD

424,800

424,800

2018

Lang
Term

JO

212,400

212,400

Loans instalmants

Tota
Jo

837,200

637,200

Shorl
Teorm

Jo

1,520,000
1,480.000
3,406,200

424 BOO

6,831,000

2017

Long
Term

Jo

537,200

537,200

Total
Jo

1,520,000
1,480,000
3,406,200

1,062.000

7,468,200

On 14 January 1898, a lean of JD 12,500,000 was granted to finance the project of Grand
Hyatt Amman Hotel with a first degree mortgage on the land and buiiding of the Hotel. The
loan term was 8 years including a 5—year grace period and was repayable over 3.5 years in
equal semi-annual instaiments of JD 1,785,714 each, commencing on 14 January 2004 at
interest rate of 9.5%. The loan was rescheduled during 2001 and 2003 such that the first
instalment was due on 14 January 2005 at an annual interest rate of 7.25%.

On 31 December 2011, the loan currency was converted to USD with the same collaterals,
and a six-month LIBOR floating interest rate is due plus 3% annual margin with 4% ficor per
annum over the loan term. The loan is repayable over 7 equal annual instalments of USD

2,143,865 each starting on 31 December 2012 and ending on 31 December 2018.

-21-



ZARA INVESTMENT {HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

Arab Bank - Zara Investment Holding Company - USD

On 22 Cctober 2006 a loan of JD 14,800,000 was granted fo finance the Company's current
projects with a second degree morigage on the land of Movenpick Resort & Residence Agaba.
The loan was repayable in 4 equal semi-annual instalments at an annual interest rate of 8.5%
commencing after an 18-month grace period. Cn 21 November 2007 the loan pericd was
extended to 11 years with a 2-year grace period and same collaterals. The loan was repayable
in 10 equal annual instalments of JD 1,480,000 each commencing on 31 December 2008 and
ending on 31 December 2018. The floating interest was due every six months according to
Arab Bank prime lending rate plus 0.25% annual margin,

On 30 April 2014, the loan currency was converted to USD with the same conditions and a six-
month LIBOR floating interest rate is due plus 3% margin with 4% floor per annum over the
loan term. The ioan is repayable over 5 equal annual instalments of USD 2,084,507 each
starting on 31 December 2014 and ending on 31 December 2018.

Syndicated Loan - Zara Investment Holding Company - USD

On 4 December 2007, five banks (Arab Bank, Union Bank, Jordan Kuwait Bank, Cairo Amman
Bank and Arab Jordan investment Bank) participated in a syndicated loan managed by Arab
Bank of JD 30,000,000, to repay the second and third instalments of the Company’s bonds
issued on 12 December 2004 and due on 12 December 2008 and 12 December 2008 of JD
14,000,000 and JD 16,000,000 respectively. The joan was repayable in 8 annual instalments
of JD 3,300,000 except the last instalment of JD 3,600,000 with the first one due 36 months
from the date of signing the agreement. The floating interest was due every six months
according to the average lending rates of the participating banks plus 0.25% annual margin.

On 28 December 2011 the loan currency was converted to USD with the same coliaterals and
a six-month LIBOR floating interest rate is due plus 3% annual margin with 4% floor per annum
over the loan term. The loan is repayable in 7 annual instalments of USD 4,700,000 except for
the last instalment of USD 4,804,231 starting on 4 December 2012 and ending on 4 December
2018.

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 loans is repayable in 5 equal semi—annual instaiments of USD 300,000 (JD
212,400) commencing on 1 January 2018 and ending on 1 January 2020. During 2018, 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.

The loan agreements include covenants in respect of the financial ratios related to the financial
statements of the borrowing companies. The agreements provide for cailing the entire loan balance
in case the borrowing companies do not comply with such covenants.

The aggregate amounts and maturities of the loans are as foliows

Year JD
2018 424 800
2020 212,400
Total 637,200

-22-



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

{16y DUE TO BANKS

This item represents the balance of overdraft facilities granted to the Company and Jordan Hotels
and Tourism Company {subsidiary) from Cairc Amman Bank, Arab Bank and Union Bank with
ceilings of USD 10,000,000, JT 1,000,000 and JD 2,000,000 respectively. The annual interest rate
on these facilities range from 4.25% to 9.125% including the commissicn.

2018 2017
JD JD

Accrued interest 48,005
Contractors' accruals and retentions 78,564 65,124
Accrued expenses 2,285,450 2,305,327
Deposits 585,701 401,337
Accrued credit card commission 41,827
Others 1,140,562 881,800

4,080,277 3,841,028

(1) CmeER PR
Employees’
Legal claims benefits Others Total
JD JD JD JD

2018 -
Beginning balance 359,851 202,384 117,480 679,725
Charge for the year 57,440 45,000 102,440
Reversals during the year {325) {70,000) (70,325)
Paid during the year {97,106} {45,000) (142,106)
Ending balance 353,851 162,403 47480 568,734
2017-
Beginning balance 358,851 217,588 120,000 697,439
Charge for the year 81,236 45000 106,236
Paid during the year {76,430) (47,520) (123,950)
Ending balance 359,851 202,394 117,480 679,725
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ZARA INVESTMENT {(HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(1) S cobms T Basr Clsian Tichh

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 primary 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 segmenits: represent transactions of the Holding Company and other segments.

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

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

2018 - JD JD JD JD
Operating revenues 68,708,212 1,558,145 (808,660} 69,458,697
Operating expenses (52,895,320) (1.064,506) 808,660 (53,151,168}
Net operating revenues 15,813,892 483,839 16,307,531
Other information -

Segment assets 201,807,180 61,732,554 (57,133,884} 206,405,850
Segment liabilities 54,858,438 21,882,528 (57,133,884) 19,607,082
Depreciation 7,912,457 188,042 8,100,498
Provision for expected credit losses 28,207 23,409 51,6186
interest income 354,942 2,230 357,172
Finance costs 231,842 242 447 474,289
Capital expenditure 8,875,814 58,426 7,035,240
Non-current assets 163,332,787 18,584,868 178,827 855
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* Hotels' net operating revenues consist of the following

Hotel Dead Sos Patra Aqaba Tala Bay
InlerContinental Grand Movenplok iMovenpick Movenpick Nabalean Maovenpick
Jordan Hyatt Amman Hatel Haotel Hotel Castle Hatel Hotel Tota
Jo JO Jo Jo Jo Jo Jo JD
Operating revenues 18,576 641 2,908,400 12,346,329 B.020.202 8,376,785 1,143.565 10,337,290 68,709 212
Cperaling axpenses {14.119.944) {8,407 .864) {9,356 458) (4,900,682) (6,476,832) (1,000,299) {7.632,243) {52,895 320}
Net opersling revenues 4,458,697 500.536 2,989,873 3119520 1809853 143,266 2,704,047 15,813,892
Hotels Other
Segment * Segments  Eliminations Total
2017 - JD JD JD JD
Operating revenues 67,061,870 1,436,834 (766,154) 67,732,510
Operating expenses (49,405,017} (888,779) 766,194 (48,628,602}
Net operating revenues 17,658,853 447 055 18,103,808
Other information -
Segment assets 204,078,898 60,958,122 (51,587,669) 213,448,351
Segment liabilities 58,310,272 18,379,700 (51,587,669) 25,102,303
Depreciation 8,803,694 190,100 8,993,794
Provisicn for expected credit losses 13,300 50,762 64,062
Interest income 280,626 1,813 282,439
Finance costs 548,988 241,665 788,851
Capital expenditure 5,063,688 203,569 5,267,267
Non-current assets 166,563,877 18,054,859 184,608,736

* Hotels' net operating revenues consist of the following

Hotel Dead Sea Petra Aqaba Talz Bay
InterContinental Grand Mowvenpick Maovenpick Movenpick Nabatean Movenpick
Jordan Hyatt Amman Hotel Hote Hotel Caslle Hotel Hotal Total
JD JO Jo x] Jo Jo JD Jo
Operating revenues 19,902,851 11,660,580 11,592,085 5,911,450 7,176,527 908 589 9,908,778 67,061,670
Operating expenses {13,728,308) {8,622,002) (8.869,273)  (3,703,299)  (55661,322) (690,495}  (7,129318)  (48.405017)
Net operating revenues 8,173,543 2,038,578 2722812 2,208,151 1,515,205 219,104 2,779,460 17,666,853
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 DECEMBER 2018

{20} OTHER INCOME, NET

Rent

Gain on sale and disposal of property and

equipment, net
Dividends income
Credit card commission
Reversal of other provisions

Reversal of allowance for expected credit losses

QOthers

[21]  ADSMSTRATVEG ENFERSES

Salaries and wages
Boards of directors’ remuneration
Bonuses

Provision for expected credit losses
Conations

Governmental expenses
Hospitality

Insurance

Bank charges
Maintenance

Professional fees
Property tax

Postage and telephone
Remt

Subscriptions

Withholding tax

Travel and transportation
Advertising and marketing
Water and electricity
Security

Others

26 -

2018
JD

560,809

10,498
43,701
29,188
70,000
15,784
42,248

772,208

2018
JD

1,045,691
259,836
32,787
30,818
39,557
37,611
6,545
234,768
67,352
27,253
181,702
207,400
26,530
266,867
44 238
14,1561
20,797
26,673
78,222
51,072
224,118

2,923,787

2017
JD

638,743

13,043
36,418
166,688

25,068
878,960

2017
JD

1,018,674
260,496
37,8660
£0,762
50,407
35,942
11,833
278,282
130,600
34,728
167,352
211,095
31,289
303,301
45,837
14,197
23,401
32,688
80,566
58,808
343,156

3,210,174
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122| m-cor TR g ] IHTERE S TS

This item represents the subsidiaries’ net equity after deducting the Holding Company direct and
indirect interests, through its subsidiaries, in these subsidiaries.

(23} Iwcoss Tax, Mel
Provision for income tax -

Movement on provision for income tax is as follows:

2018 2017
Jb JD
Beginning balance 850,714 718,832
Income tax for the year 609,834 680,021
Prior years’ income {ax 51,708 30,557
Deferred income tax paid {812,489) {578,796)
Ending balance 598,868 850,714

Income tax, net -

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

2018 2017
JD JD
Current year income tax 609,934 680,021
Prior years income tax 51,709 30,557
Deferred income tax 882,621 319,659
Deferred income tax benefit {1,055,878) (1,588,315}
598,286 {566,078)

The Income tax provision represents income tax due on the resuits of operations of some of the
Company's subsidiaries. No income tax provision was calculated for the Company and a number
of its subsidiaries for 2017 and 2018, due to the excess of deductible expenses over taxable
revenues, or due to accumulated losses from prior years, in accordance with the Income Tax Law
no. {34) of 2014.

The Company and all of its subsidiaries have obtained final ciearances from the Income Tax
Department up to 2014.

Nabatean Flotels Company, National Hotels and Tourism Company, and Red Sea Hotsls
Company have obtained final clearances from the Income Tax Department up {0 2015.

Zara South Coast Development Company has obtained final clearance from the Income Tax
Department up to 2016.
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The Income Tax Department has reviewed accounting records of the Company and Amman
Tourism Investment Company for 2015 and 2016, but has not issued yet the final report up to the
date of these consclidated financial statements.

The Income Tourism Tax Department has reviewed the accounting records of National Hotels and
Tourism Company for 2016, but has not issued yet the final report up to the date of these
consolidated financial statements.

Management believes that the provision for income tax as of 31 December 2018 is sufficient to
meet the liabilities.

Deferred tax assets -

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

Movement on deferred tax assets is as foliows

2018 2017
JD JD
Beginning balance 1,896,315
Tax effect of accumulated tax losses carried forward 1,055,878 1,686,315
Tax effect of accumulated tax losses released (931,311)
Ending balance 1,720,882 1,598,315

Below subsidiaries have recorded deferred tax assets against accumulated iosses carried forward
expected to result in future tax benefits.

Movement on accumulated tax losses is as follows:

2018
Beginning Losses Losses Ending Deferred 9017
Balance Added Released Balance Tax
JD JD JD JO JD JD

gibatea“ Hotels 5 741,385 3,741,385 748277
Amman Tourism

investment Co. 3,800472 3,800,472 756,088

Zara South Coasl o oun 2a0 2770640 3,660,685 16,079,715 064,783 848,038

Development Co.
20,702,145 6,380,112 7852070 19,680,187 1,720,882 1505
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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.

Movement on deferred tax liabilities is as follows:

2018 2017
JD JD
Beginning balance 440,486 115,181
Change in fair value of financial assets {note 8) {13,582) 5,646
Depreciation differences related to machinery and
equipment and computer hardware and software 61,210 319,658
Ending balance 488,104 440,488

Reconciliation between acccunting profit and taxable income is as follows:

2018 2017
JD JD
Accounting profit before income tax 5,756,964 6,167,452
Losses of the Company and other subsidiaries 2,988,748 1,645,688
Carried forward losses {4,304,117) (3,041,253)
Non-taxable income (932,105) {1,168,178)
Depreciation differences (128,872) {540,150}
Non-deductible expenses 1,784,115 1,522,844
Taxable income 5,164,733 4,586,400
Income tax {expense) benefit for the year {598,289) 566,078
Statutory tax rate 5% - 20% 5% - 20%
Effective tax rate 10%
(24 Bazmig awn DeytEo e P Suang

2018 2017
Profit attributable to equity owners of the parent (JD) 3,817,349 5,165,078
Weighted average number of shares (Share) 150,000,000 150,000,000
Basic earnings per share {JD/Fils} 0/026 07034

Basic and diluted earnings per share for the year are equal

- = L - LT N

The Group has outstanding bank guarantees of JD 123,500 as at 31 December 2018 {2017
JD 103,500).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(PE]__ Ceefrrarms LEASE GO TMENTS

Group as a lessee -

On 1 September 2018, the Company signed & one-year renewable office lease agreement with
Astra Company (sister company) for JD 145,368 (2017: JD 145,368). Also, some of the Group’s

subsidiaries and hotels rent offices and land lots for pericds ranging from one to thirty years.

The future minimum rentals payable under operating leases at 31 December are as follows:

2018 2017
JD JD
Within one year 274,308 346,509
After one year but not more than five years 723,314 1,057,368
More than five years 1,135,250
2,132,870 1,403,877

Group as a lessor -

The Group has entered into commercial property leases on its investment properties.
These leases have terms between one to ten years. The future minimum rentals receivable
under operating leases as at 31 December are as foliows:

2018 2017
JD JD
Withint one year 114,783 376,937
After one year but not more than five years 322,852 569,050
More than five years 42,273
433,735 988,260

(27)  LinGATIONS AGAINST THE GROIIP

in the normal course of business, the Group appears as a defendant in a number of lawsuits
amounting to JD 78,258 as of 31 December 2018 (2017: 134,258). 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,
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{28} RELATPD PasTy TRAHSACTOMNS

Foliowing are the consolidated subsidiaries and they are all incorporated in Jordan:

Paid-in
Capital
Jo

Jordan Hotels and Teurism Co, PSC 10.000.860
Jordan Himmeh Mineral Co. PSC 1,557,060
Nabatean Hotels Co. LLC 3,300,060
Amman Tourism lnvestment Co, LLC 16,500,000
Rum Hotels and Tourism Co. LLC 700,000
Oasis Hotels Co. LLC 1,600,000
Natienal Hotels and Tourism Co. LLC 15,000,600
Jordan Hotel Supplies Trading Co. LLC 330,000
Red Sea Hotels Co. LLC 17,000,000
Zara Agricultural Co. LLG 160,000
South Coast Real Estate Development Co. LLC 10,050,000
South Coast Hotels Co. LLC 4,800,000
Zara South Coast Development Co. LLC 39,425,503
Zara Agricultural Services and Marketing Co. LLC 25,000
Himmeh Solar Power Co. LLC 1,000

Principal Activities

Hetel InterContinental Jordan

Himmeh Resort

Nabatean Castle Hotel and Pefra Movenpick Hotel
Grand Hyait Amman Hotel, Hyati Tower ang Zara Center
Tourism Project ~Wadi Mousa

Tourism Project - Dead Sea

Dead Sea Movenpick Hotel

Gift Shops

Agaba Movenpick Hotel

Plants

Tourism Project - Agaba

Tourism Project - Agaba

Tala Bay Movenpick Hotel - Agaba

Plant maintenance

Solar power electricity generation

Cwnership

%a

51.6
718
100
1060
82.1
g2.2
100
100
100
54.3
82
82
34.8
100
100

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

Group.

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

management.

Batances of related parties included in the consolidated statement of financial position

Bank balances Arab Bank, Etihad Bank,
and Cairo Amman Bank

Loans — Arab Bank, Etthad Bank, and
Cairc Amman Bank

Due to banks — Arab Bank, Etihad Bank, and
Cairo Amman Bank

Amcunts due to Astra Investment Company

Amounts due from Cairo Amman Bank

2018 2017
JD JD
15,135,838 16,995,980
6,406,200
8,714,441 5,788,312
50,000 100,000
9,413 7,810
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Transactions with related parties included in the consolidated statement of profit or loss

2018 2017
JD JO
Interest income — Cairo Amman Bank and Etihad Bank 357,172 282,439
Rent income — Cairo Amman Bank 248,123 224 188
Finance costs — Arab Bank, Etihad Bank and
Cairo Amman Bank 474,289 £15,589
Rent expense — Astra Investment Company 148,608 148,068
Boards of directors’ remuneration and transportation
- Zara Investment Company 153,836 152,385
- Jordan Hotels and Tourism Company 151,000 153,000
304,836 305,385
Key management personnel compensation is as follow:
2018 2017
JD JD
Salaries, compensation and other benefits 236,800 188,350
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ZARA INVESTMENT {HOLDING) CoMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

1301 R MasaGesinE

interest rate risk -

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 consoclidated statement of profit or loss to
reasonably possible changes in interest rates with all other variables held constant:

Effect on
profit for the
Increase year before
in interest rate income tax
2018 - (Basis Points} JD
JD 75 (16,303}
Ush 75 4,779
Effect on
profit for the
Increase year before
in interest rate inceme tax
2017 - {Basis Points) JD
JD 75 {31,115}
usD 75 56,012

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 -

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

Effect on the
consofidated
increase statement of
in market comprehensive
index income and equity
2018 - {%) JD
Amman Stock Exchange 10 937,948
Effect on the
consolidated
Increase statement of
in market comprehensive
index income and equity
2017 - {%) JO
Amman Stock Exchange 10 1,188,114

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 risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial foss. The Group is exposed to credit risk on its bank balances,
receivables and certain other assets as reflected in the consolidated statement of financial position.

The Group seeks to limit its credit risk with respect to banks by only dealing with reputable banks and
with respect to customers by setting credit limits for individual customers and monitoring outstanding
receivables.

The Group provides services to a large number of customers. No single customer accounts for more
than 10% of cutstanding accounts receivable at 31 December 2018,
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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
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Liquidity risk

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:

iess than 3o 12 1tob
As at 31 December 2018 3 months months years Total
JO JD JO JD
Accounts payable and other liabilities 8,927,011 78,564 10,005,575
Due to banks 7,066,949 7,066,849
Loans 424,800 212,400 637,200
Total 16,893,960 503,364 212400 17,709,724
Less than 3to 12 1to 5
As at 31 December 2017 3 months months years Total
JD JD JB JB
Accounts payable and other liabiiities 8,491,880 111,128 8,603,109
Due to banks 8,080,093 6,080,083
Loans 7,136,648 637,200 7,773,848
Total 15,682,073 7,247,777 637,200 23,467,050

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 Faur Vayop oF FINANCIAL INSTRUMENTS

Financial instruments comprise of financiat assets and financial liabilities.

Financial assets consist of cash and bank balances, accounts receivable and some other current assets.
Financial liabiiities consist of accounts payable, due to banks, loans, and some other current liabilities.

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

The fair of value of the quoted shares are measured at fair vaiue determined using level one and three
in the fair value hierarchy as follows:

31 December 2018

Level 1 Level 2 Level 3 Total
JD JD JD JD
Financial assets at fair value through other
comprehensive income (quoted) 739,279 8,640,206  9,379.485

31 December 2017

Level 1 Level 2 Level 3 Total
JD JD JD JD
Financial assets at fair value through other
comprehensive income (quoted) 684,651 - 11,206,483 11,891,144

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

|:-|1E E.J.:l|1_i_.|___hlm-|_l.5p_ WFAT

The primary cbjective of the Group’s capital management is to ensure that it maintains capital ratics
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 earmnings and is measured at JD 165,266,037 as at 31 December 2018 (2017: JD
166,840,004).
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(338 Srasmpancs MAuED BuT NOT YET EFFECTIVE

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

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

IFRS 16 substantially carries forward the lessor accounting requirements in IA8 17. Accordingly, a
lessor continues to classify its leases as operating leases or finance leases, and to account for those
two types of leases differently.

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

The new standard will be effective for annual pericds beginning on or after 1 January 2018. Early
application is permitted.

Transition to IFRS 16

The Group has the option to adopt IFRS 186 retrospectively and restate each prior reporting period
presented or use the modified retrospective approach by applying the impact as an adjustment on the
retained earnings opening balance. The Group wili elect to apply the standard to contracts that were
previously identified as leases applying IAS 17 and IFRIC 4.

The Group has performed a detailed impact assessment of IFRS 18, which will result in an increase.
JD 1.6 million to the total assets and total iabifities of the Group.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of IAS 12 and does not apply to taxes or levies outside the scope of 1AS
12. nor does it specifically include requirements relating to interest and penalties associated with
uncertain tax treatments. An entity must determine whether to consider each uncertain tax treatment
separately or together with one or more other uncertain tax freatments.

The interpretation is effective for annual reporting periods beginning on or after 1 January 2019, but
certain transition reliefs are available.
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Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 8, a debt instrument can be measured at amortised cost or at fair value through cther
comprehensive income, provided that the contractual cash flows are ‘sclely payments of principal and
interest on the principal amount cutstanding’ {the SPPI critericn} and the instrument is held within the
appropriate business model for that classification. The amendments te IFRS 9 clarify that a financial
asset passes the SPPI criterion regardiess 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 terminaticn of the contract.

The amendments should be appiied retrospectively and are effective from 1 January 2019, with eariier
application permitted.

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

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control
of a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that
the gain or loss resuiting from the sale or contribution of assets that constitute a business, as defined
in IFRS 3, between an investor and its associate cor 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 earty
adopts the amendments must apply them prospectively. The Group will apply these amendments
when they become effective.

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

The amendments clarify that an entity applies IFRS @ 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 (iong-term interests). This clarification is relevant because it implies
that the expected credit toss model in IFRS 9 applies to such long-term interests.

The amendments alsc clarify that, in applying [FRS 8, 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 Asscciates and Joint Ventures.

The amendments should be applied retrospectively and are effective from 1 January 2018, with early
application permitted.

(34] CowmFamaTivE FIGLURES

Some of 2017 figures have been reciassified in order to conform with the presentation of 2018 figures

Such reclassification did not affect previously reported profit or equity for the year 2017,
- 40 -
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of

Zara Investment Holding Company — Public Shareholding Company
Amman - Jordan

Report on the Audii 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 2018, 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 Group as at 31 December 2018, and its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Opinion

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

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 year ended 31 December 2018. 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.

A member firm of Ernst & Young Global Limited
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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.

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 food and beverages. Billing is
done, based on all the services availed and
sales to customers.

We focus on this area as there is a risk of
misstatement of revenue due to high volume of
revenues with relatively low value transactions.
Also, because there is a risk that billing to
customers may be done for services that are
not rendered or services rendered but not billed
or recorded and hence will result in an
overstatement or understatement of revenue.

How the key audit matter was addressed
in the audit

Our audit procedures included considering
the appropriateness of the Group’s revenue
recognition  accounting  policies and
assessing compliance with the policies in
terms of applicable accounting standards.
Audit procedures included testing the
Group’s controls around revenue recognition
and key controls in the revenue cycle. We
assessed sales transactions taking place at
either side of the consolidated statement of
financial position date (revenue cutoff date) to
assess whether that revenue was recognized
in the correct period. We have also performed
detailed analytical procedures for the gross
margin of the Hotels on a monthly basis for all
departments (Rooms, Food and Beverage
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 journal entries on revenue
accounts.
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Impairment of Investment Properties

Refer to Note 5 to the consolidated financial statements.

Key Audit matter

The carrying value of the Group’s investment
properties amounted to JD 5,569,551 at 31
December 2018.

Recoverability of these assets is dependent on
assumptions about future services prices,
discount rates as well as internal assumptions
related to future occupancy levels and
operating costs.

These estimates are particularly significant due
to price and occupancy fluctuations,

How the key audit matter was addressed
in the audit

We utilised EY valuation specialists to assess
the appropriateness of management's
recoverable value models used in the
impairment testing.

We reviewed the significant assumptions
used in impairment testing for investment
properties, specifically the service price,
assumed service levels and discount rate
assumptions, including consideration of the
risk of management bias.

competition, assumed future services and
uncertain political and economic outlooks. The
outcome of impairment assessments could
vary significantly were different assumptions
apitied

Other information included in the Group’s 2018 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. The Group’s annual report is expected to be made availabie to us after the date of this
auditor’s report.

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.
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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.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

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

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

the date of our auditor's report. However future events or conditions may cause the Group to cease
to continue as a going concern.

« Evaluate the overall presentation, structure and content of the 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 responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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.
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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.

Rapord on Other Legal and Regulatory Requiremgnls

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

statements.

Amman — Jordan
25 March 2019

Ernst & Young/ Jordan

Bishr Ibrahim Baker
License No. 592



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018

ASSETS

Non-current assets -

Property and equipment

Investment properties

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

Attributable to the equity owners of the parent -
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
Deferred tax liabilities

Current liabilities -

Current portion of long-term loans
Due to banks

Accounts payable

Other current liabilities

Other provisions

Provision for income tax

Total liabilities
Total equity and liabilities

Notes

a

=N
Nw O

10
1
12
13

14
14
14

22

15
23

15
16

17
18
23

2018
JD

159,347,569
5,569,551
970,070

10,869,394
111,082
1,720,882
1,339,107

179,927,655

1,673,061
5,345,069
4,199,626
15,260,439

26,478,195

206,405,850

150,000,000
5,132,263
689,496
6,189,260
3,265,018
165,266,037
21,532,731

186,798,768

212,400
488,104

700,504

424,800
6,714,441
6,417,458
4,080,277

569,734

699,868

18,906,578
19,607,082

206,405,850

2017
JD

160,776,325
5,716,019
468,542

13,381,063

1,596,315
2,670,482
184,608,736

1,733,095
4,830,657
4,688,727
17,588,136

28,840,615

213,449,351

150,000,000
4,505,284
689,496
8,687,327
2,957,897
166,840,004
21,507,044

188,347,048

637,200
440,486

1,077,686

6,831,000
5,786,312
6,035,838
3,841,028
679,725
850,714

24,024,617
25 102 303

213,449,351

The accompanying notes from 1 to 34 form part of these consolidated financial statements



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2018

Operating revenues
Operating expenses

Net operating revenues

Interest income

Other income, net
Impairment of inventories
Finance costs
Depreciation
Administrative expenses
Other provisions

Provision for slow moving inventories
Profit for the year before income tax

Income tax (expense) benefit

Profit for the year

Attributable to:

Equity holders of the parent

Non-controlling interests

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

Notes

19

20

485
21
18

23

22

24

2018
JD

69,458,697
(53,151,166)
16,307,531

357,172
772,206
(2,858)
(474,289)
(8,100,499)
(2,923,787)
(102,440)
(76,072)
5,756,964
(598,286)

5,158,678

3,917,349
1,241,329

5,158,678

JD / Fils

0/026

2017
JD

67,732,510
(49,628,602)
18,103,908

282,439
879,960

(788,651)
(8,993,794)
(3,210,174)

(106,236)

6,167,452
566,078
6,733,530

5,165,078
1,568,452

6,733,530

JD/Fils

0/034

The accompanying notes from 1 to 34 form part of these consolidated financial statements



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Note 2018 2017
JD JD
Profit for the year 5,158,678 6,733,530
Other comprehensive income items after tax not
to be realised in profit or loss subsequently:

Change in fair value, net of deferred tax liabilities 8 (2,498,067) 101,449
Total comprehensive income for the year 2,660,611 6,834,979
Attributable to:

Shareholders of the parent 1,419,282 5,266,527
Non-controlling interests 1,241,329 1,568,452

2,660,611 6,834,979

The accompanying notes from 1 to 34 form part of these consolidated financial statements
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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

OPERATING ACTIVITIES
Profit for the year before income tax

Adjustments for:

Interest income

Gain on sale and disposal of property and equipment, net
Dividends income

Finance costs

Depreciation

Other provisions, net

Impairment for inventories

Provision for slow moving inventories

(Recovery from) provision for 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

I R TG ACTRT S

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 and
contractors’ retentions

Interest income received

Dividends income received

Net cash flows used in investing activities

Friam o AL TrTTHLY

Repayments of loans

Loan received

Dividends paid

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

Net cash flows used in financing activities

Net 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

20

[e) 6}

13

2018
JD

5,756,964

(357,172)
(10,499)
(43,701)
474,289

8,100,499

32,115
2,858
76,072
(15,718)

(18,896)
(498,694)
1,986,729

381,620

258,656
(142,106)
(812,489)

15,170,527

(3,079,627)
18,936
(3,966)

(3,951,647)

(111,082)
(152,813)

367,172
43,701

(6,879,326)

(6,831,000)

(2,086,842)
(1,208,891)

(520,294)

(11,547,027)

(3,255,826)
11 801 824

8,545,098

2017
JD

6,167,452

(282,439)
(13,043)
(36,418)
788,651

8,993,794
106,236

15,199

103,648
216,454
866,871
286,149

(504,699)

(123,950)

(578,796)

16,005,109

(3,599,564)
100,930
(23,409)

(1,644,294)

(37,115)
282,439
36,418

(4,884,595)

(10,549,149)
796,500

(1,083,824)
(830,511)

(11,646,984)

(526,470)
12 328 294

11,801,824

The accompanying notes from 1 to 34 form part of these consolidated financial statements



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(1] _GERERAL

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 2018.

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

The consolidated financial statements were authorized for issue by the Board of Directors in its

meeting held on 20 March 2019. These consolidated financial statements are subject to the approval
of the General Assembly.

(2} AcCoumTING POLCES

r | BAsis o PREFARATION

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.

The consolidated financial statements have been presented in Jordanian Dinars “JD”, which is the
functional currency of the Group.



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

2.2 BASIS OF CONSOLIDATION

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

Control is achieved when the Group is exposed, or has rights, to variable returns from ts 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

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

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

= The ability to use its power over the investee to affect its returns

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 (OCI) are attributed to the equity
holders of the parent of the Group 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.



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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:

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

¢ Derecognizes the carrying amount of any non-controlling interests

o 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

s Reclassifies the parent’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 2017 except for the followings:

IFRS 9 Financial Instruments

IFRS 9 “Financial Instruments” supersedes IAS 39 “Financial Instruments: Recognition and
Measurement” for annual periods beginning on or after 1 January 2018, bringing together all three
aspects of accounting for financial instruments: classification and measurement; impairment; and
hedge accounting.

The standard has been applied retrospectively and in line with IFRS 9 “Financial Instruments”. The
impact of the adoption of the standard was recognized on 1 January 2018 by reversing the impact
on the consolidated statement of changes in equity.

The standard eliminates the use of IAS 39 incurred loss approach, uses the revised hedge
accounting framework, and the revised guidance on the classification and measurement
requirements.

Impairment

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

IFRS 9 requires the Group to record an allowance for ECL for all debt instruments measured at
amortized cost.



ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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

This adoption of the ECL approach does not have a material impact on the Group'’s consolidated
financial statements.

IFRS 15 Revenue from Contracts with Customers

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

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

This adoption does not have any impact on the Group's consolidated financial statements.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Considerations

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

This Interpretation does not have any impact on the Group's consolidated financial statements.
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Amendments to IAS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under
construction or development into, or out of investment property. The amendments state that a
change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. A mere change in management's intentions for
the use of a property does not provide evidence of a change in use.

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

Amendments to IFRS 2 Classification and Measurement of Share-based Payment
Transactions

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the
effect of vesting conditions on the measurement of a cash-settied share-based payment transaction;
the classification of a share-based payment transaction with net settlement features for withholding
tax obligations; and accounting where a modification to the terms and conditions of a share-based
payment transaction changes its classification from cash settled to equity settled. On adoption,
entities are required to apply the amendments without restating prior periods, but retrospective
application is permitted if all three amendments and other criteria are met. The Group’s accounting
policy for cash-settled share-based payments is consistent with the approach clarified in the
amendments. In addition, the Group has no share-based payment transaction with net settlement
features for withholding tax obligations and had not made any modifications to the terms and
conditions of its share-based payment transaction.

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

Amendments to IAS 28 Investments in Associates and Joint Ventures - Clarification that
measuring investees at fair value through profit or loss is an investment-by-investment
choice

The amendments clarify that an entity that is a venture capital organisation, or other qualifying entity,
may elect, at initial recognition on an investment-by-investment basis, to measure its investments in
associates and joint ventures at fair value through profit or loss. If an entity, that is not itself an
investment entity, has an interest in an associate or joint venture that is an investment entity, the
entity may, when applying the equity method, elect to retain the fair value measurement applied by
that investment entity associate or joint venture to the investment entity associate's or joint venture's
interests in subsidiaries. This election is made separately for each investment entity associate or
joint venture, at the later of the date on which: (a) the investment entity associate or joint venture is
initially recognised; (b) the associate or joint venture becomes an investment entity; and (c) the
investment entity associate or joint venture first becomes a parent.

These amendments do not have any impact on the Group’s consolidated financial statements.
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2.4 SUMMARY OF SIGNIFICAKT ACCOUNTING POLICIES

Property and equipment

Property and equipment is stated at cost, net of accumulated depreciation and/or accumulated
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 15
Computer hardware and software 20
Vehicles 15
Others 2-20

The assets' useful lives and methods of depreciation are reviewed periodically and adjusted
prospectively, if appropriate.

The asset’s carrying amount is written down to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount. Loss is recognized in the consolidated statement
of profit or loss.

When assets are sold or retired, any gain or loss resulting from their disposal is included in the
consolidated statement of profit or loss
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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 less accumulated depreciation and/or 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% - 20%.

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 assesses at each balance sheet date whether there is any objective evidence to record
allowance for expected credit loss on a financial asset or a group of financial assets.

Impairment is determined based on lifetime expected credit losses through establishing a provision
matrix that is based on the Group’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

Impairment is recognized as an allowance for expected credit loss in the consolidated statement of
profit or loss. If in a subsequent period, the amount of the impairment loss decreases, the income is
recoghized in the consolidated statement of profit or loss.

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.
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An assessment is made at each reporting date for an asset as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such
indication exists, the Group estimates the asset's or cash-generating unit's recoverable amount. A
previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment loss was
recognised. The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is
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 will be 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 to 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.

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.
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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 technigues 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.

Offsetting of financial instruments

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.
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Current versus non-current classification

The Group presents assets and liabilities in the 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

¢ ltis held primarily for the purpose of trading

o ltis expected to be realised within twelve months after the reporting period Or

e It is 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 A liability is current when

= Itis expected to be settled in the normal operating cycle

s |tis held primarily for the purpose of trading

= Itis due to be settled within twelve months after the reporting period Or

« 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 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.

Loans and borrowings

After initial recognition, interest bearing loans are subsequently measured at amortized cost using
the effective interest rate method. Gains or losses are recognized in the consolidated statement of
profit or loss when the liabilities are derecognized as well as through the effective interest rate
method (EIR) amortization process.

-10-
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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 incurred.

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
Provision for income tax is calculated in accordance with the prevailing income tax law applicable in
the Hashemite Kingdom of Jordan.

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

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

Revenue 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 is recognized when the Group satisfies the performance obligation.

Revenues are recoghized upon rendering services and issuance of invoices

-11 -
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Dividends are recognized when the shareholders’ right to receive payment is established
Rental income is recognised on a straight-line basis over the lease term as other income
Other revenues are recognized on accrual basis

Most of the Group’s revenue falls within the application scope of IFRS 15 “Revenue from Contracts
with Customers”.

Operating Lease

Group as a lessee
Operating leases are recognised as an expense in the consolidated statement of profit or loss on a
straight-line basis over the lease term.

Group as a lessor
Operating lease revenues from investment properties are recognised as other income in the
consolidated statement of profit or loss on a straight-line basis over the lease term.

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 Dinars 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.

-12 -
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i3 S MFICANT ACCOUNTING JUDGMENT, EETIMATES 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.

Judgments, estimates and assumptions in the consolidated financial statements are detailed below:

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 and regulation
and IFRS. 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.

-13-
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143 Iaer & il sl PROSTRTH S

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

2018
JD

10,512,636
3,966

10,516,602

4,796,617
150,434

4,947,051

5,669,551

2017
JD

10,489,227
23,409

10,512,636

4,647,478
149,139

4,796,617

5,716,019

The fair value of the investment properties is estimated, by a real estate appraiser, at JD
10,264,959 as at 31 December 2018 (2017: JD 10,264,959).

(8} ProJEcTs ™ PROGEESS

This item represents the cost of executed works and amounts paid to the contractors as follows

Company 2018 2017
JD JD

Jordan Hotels and Tourism Company 425,811
Jordan Himmeh Mineral Company™* 420,503 419,382
Nabatean Hotels Co. 74,441 33,883
Amman Tourism Investment Co. 27,619 66,471
Qasis Hotels Co.* 525,703 525,703
National Hotels and Tourism Co. 267,373 297,734
Red Sea Hotels Co. 102,983 15,161
South Coast Hotels Co.* 528,245 528,245
Zara South Coast Development Co. 20,784 5,355
Zara Investment Co.* 102,986 102,986

2,496,448 1,994,920
Less: provision for projects in progress * (1,526,378) (1,526,378)

970,070 468,542

No interest expense was capitalized on projects in progress during 2018 and 2017.
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Movement on projects in progress is as follow:

2018 2017
Jn JD

Beginning balance 1 54 JI0 2,609,288
Additions 301 ST 1,644,294
Transferred to property and equipment EE R R ) [ 258 52

2,496 448 1,994,920
Provision for projects in progress (1,526,378) (1,526,378)
Ending balance 970,070 468,542

The estimated cost to complete above projects is approximately JD 6,700,000 as of 31 December
2018 (2017: JD 3,000,000). Management expects to complete these projects during the coming
two years.

(7) FiaasciAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREISEKSIVE INCOME

This item represents the Group’s equity investment in the following companies

2018 2017
JD JD
Quoted shares — Local
Jordan Express Tourist Transport Company 739,279 684,651
Jordan Projects Tourism Development Company 8,640,206 11 206,493
9,379 485 11 891,144
Unquoted shares — Local
Jordan Hotels and Tourism Education 180,000 180,000
Dead Sea Touristic and Real Estate
Investments Company 354.000 354 000
534,000 534 000
Unquoted shares — Foreign
Palestine Tourism Investment Company 955 909 955 909
955 909 955 909
. 10,869,394 13.381,053

Movement on financial assets at fair value through other comprehensive income is as follows

2018 2017
JD JD
Beginning balance 13,381,053 13,273,958
Change in fair value (2,511,659) 107,095
Ending balance 10,869,394 13,381,053

investments in unquoted shares are carried at cost. Management believes that the fair value of
these investments is not materially different from its cost.
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(Bl Cuss ATHE CHangl iN FAIR VALUE

Movement on cumulative change in fair value is as follows:

2018 2017
JD JD
Beginning balance 8,687,327 8,585,878
Change in fair value of financial assets at fair value
through other comprehensive income (2,511,659) 107,095
Change in deferred tax liabilities (note 23) 13,592 (5,646)
Ending balance 6,189,260 8,687,327

(Bl Apvasck PavisinTs Fon LAND PUSCHASES

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

(10} IMvEMTOeEs

2018 2017
JD JD
Food and beverages 564,200 539,024
Supplies and equipment 1,062,017 1,032,287
Others 138,336 174,346
Total 1,764,553 1,745,657
Less: Provision for slow moving inventories (88,634) (12,562)
Impairment of inventories (2,858)
1,673,061 1,733,095
Movement on provision for slow moving inventories is as follows:
2018 2017
JD JD
Beginning balance 12,562 12,562
Provision for the year 76,072
Ending balance B8 12,562
Movement on provision for impairment of inventories is as follows:
2018 2017
JD JD
Beginning balance :
Provision for the year 2,858
Ending balance 2,858
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(11} ACCoumTE BEcEmvapLE

Accounts receivable
Provision for expected credit losses

Movement on provision for expected credit loss is as follows

Beginning balance

Charge for the year *

Reversals during the year **
Amounts written off during the year
Ending balance

2018 2017
JD JD
6,253,356 5,757,124
(908,287) (926,467)
5,345,069 4,830,657
2018 2017
JD JD
926,467 926,434
51,616 64,062
(67,334) (48,863)
(2,462) (15,166)
908,287 926,467

*  Charge for the year was allocated to administrative expenses for JD 30,519 (2017: JD 50,762)

and to operating expenses for JD 21,097 (2017: JD 13,300).

*  Reversals during the year were added to other income for JD 15,784 (2017: Nil) and were
deducted from operating expenses for JD 51,550 (2017: JD 48,863).

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

Past due but not impaired

Neither
past due
nor 1-30 31-90 91-120
impaired days days days
JD JD JD
2018 1,220,461 1,922,239 2,184,446
2017 1,322,264 1,385,311 2,115,960

120-360

days
JD

17,923
7,122

Total
JD

5,345,069
4,830,657

Management expects unimpaired receivables to be fully recoverable. It is not the practice of the
Group to obtain collateral over receivables and the vast majority are therefore unsecured.
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(171 OFsEn CuRRENRT ASRETY

2018 2017
JD JD

Agaba Special Economic Zone Authority * 2,670,482 4,001,857
Refundable deposits 717,410 714,837
Advance payments to suppliers and contractors 876,706 710,453
Prepaid expenses 657,588 1,072,861
Others 616,547 859,201

5,538,733 7,359,209
Non-current portion 1,339,107 2,670,482
Current portion 4,199,626 4,688,727

5,538,733 7,359,209

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

[23)  Cage O Hasn anp AT Biayey

2018 2017
JD JD
Cash on hand 110,530 117,768
Current accounts 6,261,722 7,535,340
Term deposits * 8,888,187 9,935,028
15,260,439 17,588,136

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

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

2018 2017
JD JD
Cash on hand and at banks 15,260,439 17,688,136
Due to banks (note 16) (6,714,441) (5,786,312)

8,545,998 11,801,824
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(14} Egurry

Authorized and Paid-in Capital -

The Company’s authorized and paid-in capital is 150,000,000 shares of JD 1 par value each as at

31 December 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.

(15) LONG-TERM LOANS

This item consists of the following

Currency
Arab Bank — Amman Tourism Investment Co. usD
Arab Bank — Zara Investment Holding Co. usD
Syndicated loan — Zara Investment Holding Co usD
Movenpick company — National Hotels and
Tourism Co usb

Arab Bank - Amman Tourism Investment Company - USD

Short
Term

JD

424,800

424,800

2018

Long
Term

JD

212,400

212,400

Loans instalments

Tota
JD

637,200

637,200

Short
Term

JD

1,520,000
1,480,000
3,406,200

424,800

6,831,000

2017

Long
Term

JD

637,200

637,200

Total
JD

1,520,000
1,480,000
3,406,200

1,062,000

7,468,200

On 14 January 1998, a loan of JD 12,500,000 was granted to finance the project of Grand
Hyatt Amman Hotel with a first degree mortgage on the land and building of the Hotel. The
loan term was 8 years including a 5-year grace period and was repayable over 3.5 years in
equal semi-annual instalments of JD 1,785,714 each, commencing on 14 January 2004 at
interest rate of 9.5%. The loan was rescheduled during 2001 and 2003 such that the first
instalment was due on 14 January 2005 at an annual interest rate of 7.25%.

On 31 December 2011, the loan currency was converted to USD with the same collaterals,
and a six-month LIBOR floating interest rate is due plus 3% annual margin with 4% floor per
annum over the loan term. The loan is repayable over 7 equal annual instalments of USD

2,143,865 each starting on 31 December 2012 and ending on 31 December 2018.
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Arab Bank - Zara Investment Holding Company - USD

On 22 October 2006 a loan of JD 14,800,000 was granted to finance the Company’s current
projects with a second degree mortgage on the land of Movenpick Resort & Residence Agaba.
The loan was repayable in 4 equal semi-annual instalments at an annual interest rate of 8.5%
commencing after an 18-month grace period. On 21 November 2007 the loan period was
extended to 11 years with a 2-year grace period and same collaterals. The loan was repayable
in 10 equal annual instalments of JD 1,480,000 each commencing on 31 December 2009 and
ending on 31 December 2018. The floating interest was due every six months according to
Arab Bank prime lending rate plus 0.25% annual margin.

On 30 April 2014, the loan currency was converted to USD with the same conditions and a six-
month LIBOR floating interest rate is due plus 3% margin with 4% floor per annum over the
loan term. The loan is repayable over 5 equal annual instalments of USD 2,084,507 each
starting on 31 December 2014 and ending on 31 December 2018.

Syndicated Loan - Zara Investment Holding Company - USD

On 4 December 2007, five banks (Arab Bank, Union Bank, Jordan Kuwait Bank, Cairo Amman
Bank and Arab Jordan Investment Bank) participated in a syndicated loan managed by Arab
Bank of JD 30,000,000, to repay the second and third instalments of the Company’s bonds
issued on 12 December 2004 and due on 12 December 2008 and 12 December 2009 of JD
14,000,000 and JD 16,000,000 respectively. The loan was repayable in 9 annual instalments
of JD 3,300,000 except the last instalment of JD 3,600,000 with the first one due 36 months
from the date of signing the agreement. The floating interest was due every six months
according to the average lending rates of the participating banks plus 0.25% annual margin.

On 29 December 2011 the loan currency was converted to USD with the same collaterals and
a six-month LIBOR floating interest rate is due plus 3% annual margin with 4% floor per annum
over the loan term. The loan is repayable in 7 annual instalments of USD 4,700,000 except for
the last instalment of USD 4,804,231 starting on 4 December 2012 and ending on 4 December
2018.

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 loans 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.

The loan agreements include covenants in respect of the financial ratios related to the financial
statements of the borrowing companies. The agreements provide for calling the entire loan balance
in case the borrowing companies do not comply with such covenants.

The aggregate amounts and maturities of the loans are as follows

Year JD
2019 424 800
2020 212,400
Total 637,200
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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 9.125% including the commission.

2018 2017
JD JD

Accrued interest 46,005
Contractors' accruals and retentions 78,564 65,124
Accrued expenses 2,265,450 2,305,327
Deposits 595,701 401,337
Accrued credit card commission 41,627
Others 1,140,562 981,600

4,080,277 3,841,028

(1) CmeER PR
Employees’
Legal claims benefits Others Total
JD JD JD JD

2018 -
Beginning balance 359,851 202,394 117,480 679,725
Charge for the year 57,440 45,000 102,440
Reversais during the year (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
2017-
Beginning balance 359,851 217,588 120,000 697,439
Charge for the year 61,236 45000 106,236
Paid during the year (76,430) (47,520) (123,950)
Ending balance 359,851 202,394 117,480 679,725
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(1) S cobms T Basr Clsian Tichh

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 primary 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

2018 - JD JD JD JD
Operating revenues 68,709,212 1,558,145 (808,660) 69,458,697
Operating expenses (52,895,320) (1,064,506) 808,660  (53,151,166)
Net operating revenues 15,813,892 493,639 16,307,531
Other information —

Segment assets 201,807,180 61,732,554 (57,133,884) 206,405,850
Segment liabilities 54 858,438 21,882,528 (57,133,884) 19,607,082
Depreciation 7,912,457 188,042 8,100,499
Provision for expected credit losses 28,207 23,409 51,616
Interest income 354,942 2,230 357,172
Finance costs 231,842 242,447 474,289
Capital expenditure 6,975,814 59,426 7,035,240
Non-current assets 163,332,787 16,594,868 179,927,655
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* Hotels' net operating revenues consist of the following

Hotel
InterContinental
Jordan

JD

Operating revenues 18,576,641

Operating expenses (14,119,944}

Net operating revenues 4,456,897

Dead Sea
Movenplck
Hotel

Grand
Hyatt Amman

JD JD

9,908,400 12,346,328

(9,407,864) (9,356,456)

500,536 2,989,873

2017 -

Operating revenues
Operating expenses

Net operating revenues

Other information -
Segment assets
Segment liabilities
Depreciation

Provision for expected credit losses

Interest income
Finance costs
Capital expenditure
Non-current assets

Hotels
Segment *

JD

67,061,870
(49,405,017)

17,656,853

204,078,898
58,310,272
8,803,694
13,300
280,626
546,986
5,063,698
166,553,877

* Hotels' net operating revenues consist of the following

Hotel
InterContinental
Jordan

JD

Operating revenues 19,902,851

Operating expenses (13,729,308)

Net operating revenues 6,173,543

Dead Sea
Grand Movenpick
Hyatt Amman Hotel
JD JD
11,660,580 11,592,085
(9,622,002) (8,869,273)
2,722,812

2,038,578

-925-

Petra Agaba Tala Bay
Movenpick Movenpick Nabatean Movenpick
Hotel Hotel Castle Hotel Hotel Tota
JD JD JD JD JD
8,020,202 8,376,785 1,143,565 10,337,290 68,709,212
(4,900,682) (6,476,832) (1,000,299)  (7,633,243) (52,895,320)
3,119,620 1,899,953 143,266 2,704,047 15,813,892
Other
Segments Eliminations Total
JD JD JD
1,436,834 (766,194) 67,732,510
(989,779) 766,194  (49,628,602)
447,055 18,103,908
60,958,122 (51,587,669) 213,449,351
18,379,700 (51,587,669) 25,102,303
190,100 8,993,794
50,762 64,062
1,813 282,439
241,665 788,651
203,569 5,267,267
18,054,859 184,608,736
Petra Aqaba Tala Bay
Movenpick Movenpick Nabatean Movenpick
Hote Hotel Castle Hotel Hotel Total
JD Jo JD JD JD
5,911,450 7,176,527 909,599 9,908,778 67,061,870
(3,703,299)  (5,661,322) (690,495)  (7,129,318) (49,405,017)
2,208,151 1,615,205 219,104 2,779,460 17,656,853
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(20) OTHER INCOME, NET

2018 2017
JD JD

Rent 560,809 638,743
Gain on sale and disposal of property and

equipment, net 10,499 13,043
Dividends income 43,701 36,418
Credit card commission 29,165 166,688
Reversal of other provisions 70,000
Reversal of allowance for expected credit losses 15,784
Others 42,248 25,068

772,206 879,960
[21] A TRATVE EXrEnes
2018 2017
JD JD
Salaries and wages 1,045,691 1,018,674
Boards of directors’ remuneration 259,836 260,496
Bonuses 32,787 37,660
Provision for expected credit losses 30,519 50,762
Donations 39,557 50,407
Governmental expenses 37,611 35,942
Hospitality 6,545 11,933
Insurance 234,768 276,282
Bank charges 67,352 130,600
Maintenance 27,253 34,728
Professional fees 181,702 157,352
Property tax 207,400 211,095
Postage and telephone 26,530 31,289
Rent 266,967 303,301
Subscriptions 44 235 45,837
Withholding tax 14,151 14,197
Travel and transportation 20,797 23,401
Advertising and marketing 26,673 32,688
Water and electricity 78,222 80,566
Security 51,072 59,808
Others 224,119 343,156
2,923,787 3,210,174

-26 -



ZARA INVESTMENT (HOLDING) CoMPANY P.S.C.
NoTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

122| m-cor TR g ] IHTERE S TS

This item represents the subsidiaries’ net equity after deducting the Holding Company direct and
indirect interests, through its subsidiaries, in these subsidiaries.

[£3) iwcoam Tax, MHei
Provision for income tax -

Movement on provision for income tax is as follows:

2018 2017
JD JD
Beginning balance 850,714 718,932
Income tax for the year 609,934 680,021
Prior years' income tax 51,709 30,557
Deferred income tax paid (812,489) (578,796)
Ending balance 699,868 850,714

Income tax, net -

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

2018 2017
JD JD
Current year income tax 609,934 680,021
Prior years income tax 51,709 30,557
Deferred income tax 992,521 319,659
Deferred income tax benefit (1,055,878) (1,596,315)
598,286 (566,078)

The Income tax provision represents income tax due on the results of operations of some of the
Company's subsidiaries. No income tax provision was calculated for the Company and a number
of its subsidiaries for 2017 and 2018, due to the excess of deductible expenses over taxable
revenues, or due to accumulated losses from prior years, in accordance with the Income Tax Law
no. (34) of 2014.

The Company and all of its subsidiaries have obtained final clearances from the Income Tax
Department up to 2014.

Nabatean Hlotels Company, National Hotels and Tourism Company, and Red Sea Hotels
Company have obtained final clearances from the Income Tax Department up to 2015.

Zara South Coast Development Company has obtained final clearance from the Income Tax
Department up to 2016.
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The Income Tax Department has reviewed accounting records of the Company and Amman
Tourism Investment Company for 2015 and 2016, but has not issued yet the final report up to the
date of these consolidated financial statements.

The Income Tourism Tax Department has reviewed the accounting records of National Hotels and
Tourism Company for 2016, but has not issued yet the final report up to the date of these
consolidated financial statements.

Management believes that the provision for income tax as of 31 December 2018 is sufficient to
meet the liabilities.

Deferred tax assets -

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

Movement on deferred tax assets is as follows

2018 2017
JD JD
Beginning balance 1,596,315
Tax effect of accumulated tax losses carried forward 1,055,878 1,596,315
Tax effect of accumulated tax losses released (931,311)
Ending balance 1,720,882 1,596,315

Below subsidiaries have recorded deferred tax assets against accumulated losses carried forward
expected to result in future tax benefits.

Movement on accumulated tax losses is as follows:

2018
Beginning Losses Losses Ending Deferred 2017
Balance Added Released Balance Tax
JD JD JD JD JD JD
gzbatea” Hotels 5 741,385 3.741,385 748277
Amman Tourism
Investment Co. 3.600,472 3 600,472 756,009
Zara South Coast o g5 760 2779,640 3,660,685 16,079,715 064,783 848,038

Development Co.
20,702,145 6,380,112 7£Z2070 19,680,187 1,720,882 1,585 301
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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.

Movement on deferred tax liabilities is as follows:

2018 2017
JD JD
Beginning balance 440,486 115,181
Change in fair value of financial assets (note 8) (13,592) 5,646
Depreciation differences related to machinery and
equipment and computer hardware and software 61,210 319,659
Ending balance 488,104 440,486

Reconciliation between accounting profit and taxable income is as follows:

2018 2017
JD JD
Accounting profit before income tax 5,756,964 6,167,452
Losses of the Company and other subsidiaries 2,988,748 1,645,686
Carried forward losses (4,304,117) (3,041,253)
Non-taxable income (932,105) (1,168,179)
Depreciation differences (128,872) (540,150)
Non-deductible expenses 1,784,115 1,522,844
Taxable income 5,164,733 4,586,400
Income tax (expense) benefit for the year (598,289) 566,078
Statutory tax rate 5% - 20% 5% - 20%
Effective tax rate 10%
(24 Bazmig awn DeytEo e P Suang

2018 2017
Profit attributable to equity owners of the parent (JD) 3,917,349 5,165,078
Weighted average humber of shares (Share) 150,000,000 150,000,000
Basic earnings per share (JD/Fils) 0/026 0/034

Basic and diluted earnings per share for the year are equal

- = L - LT N

The Group has outstanding bank guarantees of JD 123,500 as at 31 December 2018 (2017
JD 103,500).
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(PE]__ Deprarmd LEASE COMMTMENTS

Group as a lessee -

On 1 September 2018, the Company signed a one-year renewable office lease agreement with
Astra Company (sister company) for JD 145,368 (2017: JD 145,368). Also, some of the Group’s
subsidiaries and hotels rent offices and land lots for periods ranging from one to thirty years.

The future minimum rentals payable under operating leases at 31 December are as follows:

2018
JD
Within one year 274,306
After one year but not more than five years 723,314
More than five years 1,135,250
2,132,870

Group as a lessor -

2017
JD

346,509
1,057,368

1,403,877

The Group has entered into commercial property leases on its investment properties.
These leases have terms between one to ten years. The future minimum rentals receivable

under operating leases as at 31 December are as follows:

2018
JD
Within one year 110,783
After one year but not more than five years 322,952
More than five years
433,735

(27)  LinGATIONS AGAINST THE GROIIP

2017
JD

376,937
569,050
42,273

088,260

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 2018 (2017: 134,259). 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.
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{28} RELATPD PasTy TRAHSACTOMNS

Following are the consolidated subsidiaries and they are all incorporated in Jordan:

Paid-in
Capital
JD

Jordan Hotels and Tourism Co. PSC 10,000,000
Jordan Himmeh Mineral Co. PSC 1,557,000
Nabatean Hotels Co. LLC 3,300,000
Amman Tourism Investment Co. LLC 16,500,000
Rum Hotels and Tourism Co. LLC 700,000
Oasis Hotels Co. LLC 1,600,000
National Hotels and Tourism Co. LLC 15,000,000
Jordan Hotel Supplies Trading Co. LLC 330,000
Red Sea Hotels Co. LLC 17,000,000
Zara Agricultural Co. LLC 100,000
South Coast Real Estate Development Co. LLC 10,050,000
South Coast Hotels Co. LLC 4,800,000
Zara South Coast Development Co. LLC 39,425,503
Zara Agricultural Services and Marketing Co. LLC 25,000
Himmeh Solar Power Co. LLC 1,000

Principal Activities

Hote! InterContinental Jordan

Himmeh Resort

Nabatean Castle Hotel and Petra Movenpick Hotel
Grand Hyatt Amman Hotel, Hyatt Tower and Zara Center
Tourism Project ~Wadi Mousa

Tourism Project - Dead Sea

Dead Sea Movenpick Hotel

Gift Shops

Agaba Movenpick Hotel

Plants

Tourism Project - Aqaba

Tourism Project - Agaba

Tala Bay Movenpick Hotel - Agaba

Plant maintenance

Solar power electricity generation

Ownership

%

51.6
716
100
100
821
92.2
100
100
100
54.3
82
82
84.8
100
100

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

Group.

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

management.

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

Bank balances Arab Bank, Etihad Bank,
and Cairo Amman Bank

Loans — Arab Bank, Etihad Bank, and
Cairo Amman Bank

Due to banks — Arab Bank, Etihad Bank, and
Cairo Amman Bank

Amounts due to Astra Investment Company

Amounts due from Cairo Amman Bank

2018 2017
JD JD
15,135,838 16,995,990
6,406,200
6,714,441 5,786,312
50,000 100,000
9,413 7,810
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Transactions with related parties included in the consolidated statement of profit or loss

2018 2017
JD JD
Interest income — Cairo Amman Bank and Etihad Bank 357172 282,439
Rent income — Cairo Amman Bank 248,123 224,168
Finance costs — Arab Bank, Etihad Bank and
Cairo Amman Bank 474,289 615,589
Rent expense — Astra Investment Company 148,608 148,068
Boards of directors’' remuneration and transportation
- Zara Investment Company 153,836 152,385
- Jordan Hotels and Tourism Company 151,000 153,000
304,836 305,385
Key management personnel compensation is as follow:
2018 2017
JD JD
Salaries, compensation and other benefits 236,900 188,350
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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

1301 R MasaGesinE

Interest rate risk -

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:

Effect on
profit for the
Increase year before
in interest rate income tax
2018 - (Basis Points) JD
JD 75 (16,303)
usbD 75 4,779
Effect on
profit for the
Increase year before
in interest rate income tax
2017 - (Basis Points) JD
JD 75 (31,115)
usD 75 56,012

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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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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:

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

Effect on the

consolidated
Increase statement of
in market comprehensive
index income and equity
2017 - (%) JD
Amman Stock Exchange 10 1,189,114

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 risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss. The Group is exposed to credit risk on its bank balances,
receivables and certain other assets as reflected in the consolidated statement of financial position.

The Group seeks to limit its credit risk with respect to banks by only dealing with reputable banks and
with respect to customers by setting credit limits for individual customers and monitoring outstanding
receivables.

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 2018.
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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 DECEMBER 2018

Liquidity risk

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 3to 12 1to 5
As at 31 December 2018 3 months months years Total
JD JD JD JD
Accounts payable and other liabilities 9,927,011 78,564 10,005,575
Due to banks 7,066,949 7,066,949
Loans 424 800 212,400 637,200
Total 16,993,960 503,364 212,400 17,709,724
Less than 3to 12 1f05
As at 31 December 2017 3 months months years Total
JD JD JD JD
Accounts payable and other liabilities 9,491,980 111,129 9,603,109
Due to banks 6,090,093 6,090,093
Loans 7,136,648 637,200 7,773,848
Total 15,682,073 7,247 777 637,200 23,467,050

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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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(31} Far Vasop 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 accounts payable, due to banks, loans, 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:

31 December 2018

Level 1 Level 2 Level 3 Total
JD JD JD JD
Financial assets at fair value through other
comprehensive income (quoted) 739,279 8,640,206 9,379,485

31 December 2017

Level 1 Level 2 Level 3 Total
JD JD JD JD
Financial assets at fair value through other
comprehensive income (quoted) 684,651 - 11,206,493 11,891,144

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

|:-|1E E.J.:l|1_i_.|___hlm-|_l.5p_ WFAT

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 165,266,037 as at 31 December 2018 (2017: JD
166,840,004).
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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

(33} Srampancss MauED BUT NOT YET EFFECTIVE

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

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

IFRS 16 substantially carries forward the lessor accounting requirements in 1AS 17. Accordingly, a
lessor continues to classify its leases as operating leases or finance leases, and to account for those
two types of leases differently.

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

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

Transition to IFRS 16

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

The Group has performed a detailed impact assessment of IFRS 16, which will result in an increase.
JD 1.6 million to the total assets and total liabilities of the Group.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of IAS 12 and does not apply to taxes or levies outside the scope of IAS
12, nor does it specifically include requirements relating to interest and penalties associated with
uncertain tax treatments. An entity must determine whether to consider each uncertain tax treatment
separately or together with one or more other uncertain tax treatments.

The interpretation is effective for annual reporting periods beginning on or after 1 January 2019, but
certain transition reliefs are available.
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ZARA INVESTMENT (HOLDING) COMPANY P.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2018

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 regardiess 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.

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

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. The Group will apply these amendments
when they become effective.

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

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

The amendments also clarify that, in applying IFRS 9, an entity does not take account of any losses
of the associate or joint 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 [AS 28
Investments in Associates and Joint Ventures.

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

(34] CowmFamaTivE FIGLURES

Some of 2017 figures have been reclassified in order to conform with the presentation of 2018 figures

Such reclassification did not affect previously reported profit or equity for the year 2017.
40 -
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