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Jabal Amman , 6th Circle

N ex i a 16 Djibouti St,

P.0.Box 940668

Modern Accountants o 11194, Jordan

T: +962 (6) 5561293
F: +962 (6) 5561204
E: info@modern-accountants.com

REPORT ON REVIEWING THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

To the president and members of the board of directors and shareholders'

Al-Zarka Educational and Investment Company

Introduction
We have reviewed the accompanying Interim Consolidated Statement of Financial Position for Al-Zarka

Educational and Investment Company (P.L.C.) as of September 30, 2020, and the related statements of
Interim Consolidated Comprehensive income, Owners’ equity and cash flows for the period then ended,
The management is responsible of preparing and presenting company's financial statements in accordance
with International Accounting Standard No. 34 (Interim Financial Reporting) which is an integral part of
International Financial Reporting Standards. Our responsibility is limited to issue a conclusion on these
interim consolidated financial statements based on our review.

Scope of Review
We conducted our review in accordance with the International Standard on Review Engagements 2410

“Review of Interim Consolidated Financial Information Performed by the Independent Auditor”. This
standard requires that we plan and perform the review to obtain moderate assurance as to whether the
financial statements are free of material misstatement, Our review is primarily limited to inquiries of the
company's accounting and financial departments personnel as well as applying analytical procedures to
financial data .The range of our review is narrower than the broad range of audit procedures applicd
according to International Auditing Standards, Accordingly, Getting assurances and confirmations about
other important aspects checked through an audit procedure was not achievable, Hence, We don't express

an opinion regarding in this regard.

Conclusion
Based on our review, except what was mentioned in basis of qualification above, nothing has come to our

attention that causes us to be believe that the accompanying interim consolidated financial statements do
not give a true and fair view in accordance with International Accounting Standard No. 34.

Amman- Jordan
October 21, 2020
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Modern Accouriiants
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Unaudited)

AS OF SEPTEMBER 30, 2020 AND DECEMBER 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

Note 2020 2019
ASSETS
Non-current assets
Property and equipment 4 42,530,373 42,810,869
Total non-current assets 42,530,373 42,810,869
Current assets
Prepaid expenses and other receivables 444,205 601,941
Inventory 492,163 340,216
Accrued Revenues 5 2,915,955 3,708,188
Accounts receivable and checks under collection 357,675 249,353
Financial assets designated at fair value through statement of
comprehensive income 64,235 64,697
Cash and cash equivalents 3,467,214 1,425,791
Total current assets 7,741,447 6,390,186
TOTAL ASSETS 50,271,820 49,201,055
LIABILITIES AND OWNERS’ EQUITY
Owners’ equity
Share capital 1 16,500,000 16,500,000
Statutory reserve 4,125,000 4,125,000
Voluntary reserves 4,947,829 5,342,400
Special reserve 4,969,019 4,969,019
Retained earnings 152,173 539,099
Total owners’ equity 36,694,021 31,475,518
Unearned and deferred revenues 6 5,331,994 5,038,478
non-current liabilities
Long-term notes payable 7 7,119,733 6,325,322
Total non-current liabilities 7,119,733 6,325,322
Current liabilities
Accrued expenses and other payables 431,476 672,922
Various Deposit 1,690,175 1,372,757
Accounts payable and Deferred checks 1,761,405 1,674,109
Short term of notes payable 7 3,243,016 2,644,949
Total current liabilities 7,126,072 6,361,737
TOTAL LIABILITIES AND OWNERS’ EQUITY 50,271,820 49,201,055

The accompanying notes are an integral part of these interim consolidated financial statements
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (Unaudited)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

Operating revenues

Tuition fees and transfer students
revenue

Schools facilities revenues

Fuels assurance station revenues
Other operating income

Total operating revenues

Operating expenses

Salaries and wages

Depreciation

Health insurance for students
Maintenance and consumed materials
Electricity, water and fuels
Administrative and other operating
expenses

Total operating expenses

Net operating profit

Unrealized (losses) / Gains from
financial assets designed at fair value
through statement of comprehensive
income

Other revenues and other expenses
Income before tax

[ncome tax ]

Income for the period

Other comprehensive income:
Total comprehensive income for the
period

Earnings per share:

Earnings per share-JD/Share
Weighted average of outstanding
shares

From the period

From the beginning of the year to

July 1,2820 till July 1,2019 till
September 30, September 30,  September 30, September 30,
2020 2019 2020 2019
2,422,096 2,578,512 12,468,832 13,671,026
133,415 165,263 332,799 394,712
26,135 25,374 78,404 76,121
12,480 29,054 19,815 75,079
2,594,126 2,798,203 12,899,850 14,216,938
(2,549,708) (2,903,843) (7,541,906) (8,293,361)
(1,007,389) (674,668) (2,902,863) (2,671,903)
{9,892) (46,455) (24,421) (74,472)
{150,510) (201,952) (380,573) (514,498)
(74,798) (82,344) (215,895) (400,651)
(352,800) {594,351) (1,830,982) {2,225,530)
(4,145,103) {(4,503,613) (12,896,640) (14,180,415)
(1,550,977) (1,705,410) 3,210 36,523
4,390 (6,008) (462) 3,186
26,977 31,504 55,026 51,778
(1,519,610) {1.679,914) 57,774 91,487
- - (14,271) (21,747)
(1,519,610) (1,679,914 43,503 69,740
(1,519,618 (1,679,914) 43,503 69,740
(0,09) (0,1) 0,003 0,004
16,500,000 6,500,000 16,500,000 16,500,000

The accompanying notes are an integral part of these interim consolidated financial statements
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY

(PUBLIC SHAREHOLDING COMPANY)

INTERIM CONSOLIDATED STATEMENT OF CASH FLLOWS (Unaudited)

FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

OPERATING ACTIVITIES
Income before tax of the period
Adjustments of Income before tax:
Depreciation

Unrealized (losses) / Gains from financial assets designed at

fair value through statement of comprehensive income
Changes in operating assets and liabilities:
Accounts receivable and checks under collection
Accrued revenues

Inventory

Prepaid expenses and other receivables
Accounts Payable and Deferred checks

Various Deposit

Accrued expenses and other payables

Unearned and deferred revenues

Net cash available from operating activities

INVESTING ACTIVITIES
Change in property and equipment
Net cash used in investing activities

FINANCING ACTIVITIES

Finance lease obligations

Change notes payable

Dividends paid

Net cash available from / (used in) financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, January |
CASH AND CASH EQUIVALENTS, September 3)

For the nine months
ended September

For the nine months
ended September

30,2020 30, 2019
57,774 91,487
2,902,863 2,671,903
462 (3,136)
(108,322) 36,116
792,233 724,273
(151,947) (271,297)
157,736 (11,073)
90,296 186,632
317,418 485,575
(255,717) 251,713
293,516 (1,024,323)
4,096,312 3,137,820
(2,622,367) (2,755,409)
(2,622,367) (2,755,409)
] 385,515
1,392,478 (438,517)
(825,000) (825,000)
567,478 (878,002)
2,041,423 (495,591)
1,425,791 2,158,400
3,467,214 1,662,809

The accompanying notes are an integral part of these interim consolidated financial statements
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY}

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

1. ORGANIZATION AND ACTIVITIES

Al-Zarka Educational and Investment ("the Company") is a Public Shareholding Company.
Registered under commercial registration number (214) on December 22, 1991 and obtained
operating rights on October 2, 1992. The Company's share capital is JD 16,500,000 divided into
16,500,000 shares each for JD 1.

The Company's principal activity is establishing a civil university and related institutes to help
qualify students and contributing to scientific research and establishing schools.

The Company and university's headquarter is in AL-Zarqa City.
2. NEW AND AMENDED IFRS STANDARDS

2.1 New and amended IFRS Standards that is effective for the current year,

There are a lot of a new standards and editions and explanations it the standards that now are effective
from January 1,2020 :

Amendments to IFRS 3 Business Combinations

Amendments to IAS 1 Presentation of Financial Statements

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
Amendments to [FRS 7 Financial Instruments : Disclosures

Amendments to IFRS 9 Financial Instruments

Amendments to conceptual framework

2. 2. NEW AND AMENDED IFRSS IN ISSUE BUT NOT YET EFFECTIVE AND EARLY

ADOPTED:-
The Company has not applied the following new and revised [FRSs that have been issued but are not

vet effective.
Effective for annual periods

beginning on or after

New Standards

Amendments to IAS 1 Presentation of Financial Statements liabilities
. . Januaryl, 2022
classification

[FRS No.l7 Insurance Contracts Januaryl, 2023

Management anticipates that these new standards, interpretations and amendments will be adopted in
the Company's financial statements as and when they are applicable and adoption of these new
standards, interpolations and amendments, may have no material impact on the financial statement of
the Company in the period of initial application.




AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
{(EXPRESSED IN JORDANIAN DINAR)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The interim consolidated financial statements have been prepared in accordance with International
Accounting Standard 34, “Interim Financial Reporting”.

The interim consolidated financial statement is presented in Jordanian Dinar, since that is the currency
in which the majority of the Company’s transactions are denominated.

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

The interim consolidated statement do not include all the information and notes needed in the annual
financial statement and must be reviewed with the ended financial statement at December 31, 2019, in
addition to that the result for the nine months ended in September 30, 2020 is not necessarily to be the
expected results for the financial year ended December 31, 2020,

Significant accounting policies
The accounting policies used in the preparation of the interim consolidated financial information

are consistent with those used in the audited financial statements for the year ended December 31,
2019,

Financial statements consolidation basis
The interim consolidated financial statements incorporate the financial statements of Al-Zarka

Educational and Investment P.[..C and the subsidiaries controlled by the Company
Control is achieved when the Company has:

» Ability to exert power over the investee,
¢ Exposure, or rights, to variable returns from its involvement with the investee.
* Ability to exert power over the investee to affect the amount of the investor's returns

The Company reassesses whether or not it controls an investee it facts and circumstances indicate that
there are changes to one or more of the three elements of control described in the accounting policy for
subsidiaries above.

When the Company has less than a majority of the voting, The Company shall have control over the
investee when the voting rights sufficient to give it the ability to direct relevant activities of the

investee individualty.

When The Company reassesses whether or not it controls an investee, it consider all the relevant facts
and circumstances which includes:

+ Size of the holding relative to the size and dispersion of other vote holders

¢ Potential voting rights, others vote-holders, and Other parties

¢ Other contractual rights

¢ Any additional facts and circumstances may indicate that the company has, or does not have, the
current ability to dirvect the activities related to the time needed to make decisions, including how to
vote at previous shareholders meetings.

The consolidation process begins when the company's achieve control on the investee enterprise

(subsidiary), while that process stops when the company's loses control of the investee (subsidiary). In

particular Income and expenses of subsidiaries acquired or disposed of during the year are included in

the consolidated income statement, and the consolidated comprehensive income statement from the

effective date of acquisition and up to the effective date of which it loses control of a subsidiary

Company.




AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 36, 2020
(EXPRESSED IN JORDANIAN DINAR)

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Croup's accounting policies.

All intergroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The consolidated financial statement as of September 30, 2020 contains the financial statement of
(Al Dou'a Al Satee' for Satellite broadcasting and radio)

Subsidiary name Registration place Registration  Vote and Main activity
year equity
percentage
Al Dou'a Al Satee’ for N Managing Satellite
Satellite broadcasting ¢ Hashemite kingdom 5, ¢ 100 % broadcasting and radio
o of Jordan ;
and radio stations

Financial assets at FVTPL

Financial assets at FVTPL are:

(i) assets with contractual cash flows that are not SPPI ; or and

(if) assets that are held in a business model other than held to collect contractual cash flows or held to
collect and sell; or

(iii) assets designated at FVTPL using the fair value option.

These assets are measured at fair value, with any gains / losses arising on re-measurement recognized
in profit or loss.

Fair value option: A financial instrument with a reliably measureable fair value can be designated as
FVTPL (the fair value option) on its initial recognition even if the financial instrument was not
acquired or incurred principally for the purpose of selling or repurchasing . The fair value option can be
used for financial assets if it eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise from measuring assets or liabilities, or recognizing related
gains and losses on a different basis (an “accounting mismatch”).

Reclassifications
If the business model under which the Company holds financial assets changes. The financial assets

affected are reclassified. The classification and measurement requirements related to the new category
apply prospectively from the first day of the first reporting period following the change in business
model that results in reclassifying he Company's financial assets. During the current financial year and
previous accounting period, there was no change in the business model under which the Company
holds financial assets and therefore no reclassifications were made

Impairment
IFRS 9 replaces the “incurred loss™ model in IAS 39 with an expected credit loss model (ECLs). The

Company recognizes loss allowance for expected credit losses on the following financial instruments
that are not measured at FVTPL

- Cash and bank balances:
- Trade and other receivables;
- Due trom related party.




AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

With the exception of purchased or originated credit impaired (POCI) financial assets (which are
considered separately below), ECLs are required to be measured through a loss allowance at an

amount equal to:

+ 12 Month ECIL, i.e. lifetime ECL that results from those default events on the financial
instrument that are possible within 12 months after the reporting date(referred to as

stagel); or

o Full lifetime ECL, i.e. Lifetime ECL that results from all possible default events over the
life of the financial instruments, (referred to as stage?2 and stage3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that
financial Instrument has increased significantly since initial recognition. For all other financial
instruments, ECLs are meastred at an amount equal to the 12-monh ECL.

The Company has elected to measure loss allowances of cash and bank balances. Trade and other
receivables, and due from a related party at an amount equal to life time ECLs.

ECLs are probability-weighted estimate of the present value of credit losses. These are measuied as the
present value of the difference between the cash flow to the Company under the contract and the cash
flows that the Company expects to receive arising from weighting of multiple future economic
scenarios. Discounted at the asset's EIR.

Loss allowance for financial investments measured at amortized costs are deducted from gross carrying
amount of assets, For debt securities a FVTOC]I, the loss allowance is recognized in the OCI, instead of

reducing the carrying amount of the asset.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue costs or effort. This includes both quantitative
and qualitative including forward-locking information.

For certain categories of financial assets, assets that are assessed not to be impaired individually are. in
addition, assessed for impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Company's past experience of collecting payments, an
1 ac alcaruahla chanaso 1 sntt o~
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increasc in the number of delayed payments in the portfolic as well a able changes in national
or focal economic conditions that correlate with default on receivables.

Impairment losses related to cash and bank balances, trade and other receivabies and due from a related
party, are presented separately in the interim condensed statement of income and other comprehensive

income \
The Company considers a debt security to have low credit risk when its credit risk rating is equivalent

to the globally understood definition of the grade of the investment.

Measurement of ECL
The Company employs statistical models for ECL calculations. ECLs are a probability-weighted
estimate of credit losses. For measuring ECL under IFRS 9, the key input would be the term structure
of the following variables.

s  Probability of default (PD);

» Loss given default (LGD); and

o Exposure at default (EAD).
These parameters will be derived from our internally developed statistical models and other historical
data. They will be adjusted to retlect forward — looking information.




AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

Credit-impaired financial assets
A financial asset is credit-impaired when one or more events that have a detrimental impact on the

estimated future cash flows of the financial assets have occurred. Credit-impaired financial assets are
referred to stage 3 assets. At each reporting date, the Company assesses whether financial assets carried
at amortized costs and debt securities at FVTOCI at credit-impaired. A financial asset is credit impaired
when one or more events that have a detrimental impact in the estimated future cash flows of the
financial asset have occurred.

DE-recogrition of financial assets
The Company de-recognizes a financial asset only when the contractual rights to the cash flows from

the asset expire, or when it tfransfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity .If the Company neither transfers nor retains substantially all
the risks and rewards of ownership and continues to control the transferred asset, the Company
recognizes its retained interest in the asset and an associated liability for amounts it may have to pay. if
the Company retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Company continues to recognize the financial asset and also recognizes a collateralized
- borrowing for the proceeds received,

On DE recognition of a financial asset measured at amortized cost or measured at FVTPL, the
difference between the asset’s carrying amount and the sum of the consideration received and

receivable is recognized in profit or [oss.

On DE recognition of a financial asset that is classified as FVTOCI, the cumulative gain or loss
previously accumulated in the cumulative changes in fair value of securities reserve is not reclassitied
to profit or loss, but Is reclassified to retained earnings.

Presentation of allowance for ECL are presented in the condensed interim financial information

Loss allowances for ECL are presented in the condensed interim financial information as follows:
For financial assets measured at amortized cost (loans and advances, cash and bank balances): as a
deduction from the gross carrying amount of the assets.

For debt instruments measured at FVTOCI no loss allowance is recognized in the interim condensed
statement of financial position as the carrying amount is at fair value. However, the less allowance is
included as part of the revaluation amount in re-evaluation reserve and recognized in other

comnprehensive income,

Revenue Recognition
The tuition revenues are recognized when tutorial services are provided.

Student Transportation and University facilities and other operating income are recognized on
accrual basis.

Critical accounting judgments and key sources of estimation uncertainty

The preparation of condensed consolidated financial statements requires management to make
judgments estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing these condensed consolidated financial statements, the significant Judgments made by

management in applying the Company accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the audited annual consolidated financial statements.
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

Critical judgments in applying the Company's accounting policies in respect of IFRS 9

Business model assessment:
Classification and measurement of financial assets depends on the results of the SPPI and the business

modetl test. The Company determines the business model at a level that reflects how Company s of
financial assets were managed together to achieve a particular business objective. This assessment
includes judgments reflecting all relevant evidence including how the performance of the assets is
evaluated and their performance measured, the risks that affect the performance of the assets and how
these are managed and how the managers of f he assets are compensated. Monitoring is part of the
Company s continues assessment of whether the business model for which the remaining financial
assets are held continues to be appropriate and if it is not appropriate whether there has been a change
in business model and so a prospective change to the classification of those assets.

Significant increase of credit risk

ECLs are measured as an allowance equal to 12-month ECL for stagel assets, or lifetime ECL assets
for stage 2 or stage 3 assets. An asset moves to stage 2 when its credit risk has increased significantly
since initial recognition. IFRS 9 does not define what constitutes a significant increase in credit risk. In
assessing whether the credit risk of an asset has significantly increased the Company takes into account
qualitative and quantitative reasonable and supportable forward looking information.

Establishing Company s of assets with similar credit risk characteristics

When ECLs are measured on a collective basis, the financial instruments are Company collected on the
basis of shared risk characteristics (e g, instrument type, credit risk grade, collateral type, date of initial
recognition, remaining term to maturity, industry, geographic location of the borrower, etc.). The
Company monitors the appropriateness of the credit risk characteristics on an ongoing basis to assess
whether they continue to be similar. This is required in order to ensure that should credit risk
characteristics change there is appropriate re-segmentation of the assets. This may result in new
portfolios being created or assets moving to an existing portfolio that better reflects the similar credit
risk characteristics of that Company of assets. Re-segmentation of portfolios and movement between
portfolios is more common when there is a significant Increase in credit risk (or when that signiticant
increase reverses) and so assets move from 12-month to litetime ECLs, or vice versa, but it can also
occur within portfolios that continue to be measured on the same basis of 12 month or lifetime ECLs
but the amount of the ECLs changes because the credit risk of the portfolios differ.

Models and assumptions used
The Company uses various models and assumptions in measuring fair value of financial assets as well

as in estimating ECL, Judgment is applied in identifying the most appropriate model for each type of
asset, as well as for determining the assumptions used in these models, including assumptions that
relate to key drivers of credit risk.

Key sources of estimation uncertainty in respect of [IFRS 9

The following are key estimations that the management has used in the process of applying the
Company's accounting policies and that have the most significant effect on the amounts recognized in
condensed consolidated interim financial statements.

Establishing the number and relative weightings of forward-looking scenarios for each type of product
/market determining the forward looking information relevant to each scenario: When measuring ECL
the Company uses reasonable and supportable forward leoking information, which s based on
assumptions for the future movement of different economic drivers and how these drivers will affect

each other.

Probability of Default
PD constitutes a key input in measuring ECL. PD is an estimate of the likelihood ot Default likelihood

of default over a given time horizon, the calculation of which includes historical data, assumptions and

expectations of tuture conditions.
) 11




AL-ZARKA EDUCATIONAIL AND INVESTMENT COMPANY
{PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

Loss Given to Default
LGD is an estimate of the loss arising on default. It is based on the difference between the contractual

cash flows due and those that the lender would expect to receive, taking into account cash flows from
collateral and integral credit enhancements.

Expenses
Expenses are reported in the Statement of Comprehensive Income according to its nature, and the

expense principally arising from the costs spent on salaries and wages, depreciations, student's
health insurance, maintenance, consumed materials, electricity water and fuels, for the purpose of
providing services. The expenses are classifted and reported as Administrative and operating
expenses.

Cash and cash equivalents
Cash and cash equivalents include cash, demand deposits, and highly liquid investments with original

maturities of three months or less.

Accounts receivable
Accounts receivable are recorded at the original amount less a provision for any uncollectible amount.

An estimate for doubtful debts is nade when collection of the full amount is no longer probable

Accounts payable and Accruals
Liabilities are recognized for amounts to be paid in the future for services or goods received whether

billed by the supplier or not.

Inventory
Finished goods and work in process are stated at the lower of cost or net realizable value, and it stated at

cost which is determined by using a First in First Out cost basis.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation, Expenditure on

maintenance and repairs is expensed. Depreciation is provided over the estimated useful lives of
the applicable assets using the straight-line method. The estimated rates of depreciation of the
principal classes of assets are as follows:

Annual depreciation rate

Buiidings, walils and weiis 2-15%
Furniture 15%
Equipments, devices and elevators 12-25%
Vehicles 5%
Labs 25-33%
Parking, roads, landscapes 10%
Books, tools and others 5-25%

Useful lives and the depreciation method are reviewed periodically to make sure that the method
and amortization period appropriate with the expected economic benefits of property and equipment.

Impaivment test is performed to the value of the property and equipment that appears in the Statement of
Financial Position When any events orchanges in circumstances shows that this valueis non-

recoverable.

In case of any indication to impairment, Impairment losses are calculated according to the policy of the
assets impairment.

Atthe exclusion of any subsequent property and equipment, recognize the value of gains or losses
resulting, Which represents the difference between the net proceeds of exclusion and the value of the
property and equipment that appears in the Statement of Financial Position, Gross Profit and loss.

12




AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

The Provisions
The provision had been formed, when the Company has a present obligation (legal or expected)
from past events which its cost of repayment consider accepted and it has ability to estimate it

reliably.

The provision had been measured according to the best expectations of the required alternative to
meet the obligation as of the consolidated statement of financial position date after considering the
risks and not assured matters about the obligation. When the provision is measured with the
estimated cash flows to pay the present obligation, then the accounts receivable are recognized as
asset in case of receipt and replacement of the amount is certain and it able to measure the amount

reliably.

The sectoral report

The business sector represents a collection of assets and operation engaged together in providing
product or services subjected to risks and returns that are different from those of other business
sectors, which are measured according to the reports that are used by the executive director and the
main decision — markers in the Company.

Group include key business sector to invest in financial assets & ready mix concert and the
transport sector and shipping sector maintenance& spare parts and operate only inside the
Hashemite Kingdom of Jordan.

Offsetting
Financial assets and financial liabilities are offset, and the net amount is reflected in the

consolidated statement of financial position only when there are legal rights to offset the
recognized amounts, the Bank intends to settle them on a net basis, or assets are realized and
liabilities settled simultangously.

Income tax
The company is subject to Income Tax Law and its subsequent amendments and the regulations

issued by the [ncome Tax Department in the Hashemite Kingdom of Jordan and provided on accrual
basis, Income Tax is computed based on adjusted net income. According to International Accounting
Standard number (12), the company may have deferred taxable assets resulting from the differences
between the accounting value and tax value of the assets and liabilities related to the provisions,
these assets are not shown in the financial statements since it's immaterial.

Foreign currency translation

Foreign currency transactions are translated into Jordanian dinar at the rates of exchange
prevailing at the time of the transactions. Monetary assets and liabilities denominated in toreign
currencies at the balance sheet date are translated at the exchange rates prevailing at the date.
Gains and losses from settlement and translation of foreign currency transactions are included in
the interim consolidated statement of comprehensive income.
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

4. PROPERTY AND EQUIPMENT

As September 30,2020  As December 31, 2019

Cost:

Beginning balance 74,966,733 72,075,380
Additions * 2,622,367 2,891,355
Disposal - -
Ending balance 77,589,102 74,966,735
Depreciation:

Beginning balance 32,155,866 28,888,340
Depreciation 2,902,863 3,267,526
Disposal - -
Ending balance 35,058,729 32,155,866
Book value 42,530,373 42,810,869

5. ACCRUED REVENUES

As December 31,

As September 30,2020 2019

Accrued revenues to University * 1,824,667 2,794,468
Accrued revenues to Al Zarga University 1,213,048 1,051,992
Revenues receivable blue technical college 45,507 28,995
Provision for impairment of accrued receivables (167,267) (167,267)
2,915,955 3,708,188

* This item is the rest of the tuition fee revenues for the summer semester in which the study ended at the
end of the third quarter of 2020 and the first semester in which the study ended at the beginning of 2020,
and the second semester in which the study ended in mid-2020 and which has not been completed They
have been collected from students until the date of preparing the consolidated financial statements.

As December 31,

As September 30,2020 2019

Beginning balance 1/1 167,267 155,749
Additions - 11,518
167,267 167,267

6. UNEARNED AND DEFERRED REVENUES

As December 31,

As September 31,2020 2019

Unearned and deferred revenues to university™® 3,686,808 3,132,887
Unearned and deferved revenues to Azzarga university 1,642,706 1,890,846
Unearned and deferred revenues to zarqa technical college 2,480 14,745
5,331,994 5,038.478

* Part of this item is the value of the tuition fee revenues and the transfer of students received in advance
for the first semester of 2020, which pertains to the last quarter of 2020, which has been delayed and
recognized as receipts received in advance due to the extension of the semester over the last quarter of

2020.
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

7. NOTES PAYABLE
The Company obtained Murabaha facilities as in notes payable during the previous and current year in
between (4-4.55%) and the last payment is due between October 1, 2020 to August 1, 2025.

The payment notes as at September 30, 2020 and December 31, 2019 are as follows:

2020 2019
Notes payable 10,362,749 8,970,271
Less: short terin 3,243,016 2,644,949
Long term loan 7,119,733 6,325,322

8. FINANCIAL INSTRUMENTS

Management of share capital risks

The Company manages its capital to make sure that the Company will continue when it is take the
highest return by the best limit for debts and owners equity balances. The Company's strategy doesn't
change from 2019,

Structuring of Company's capital includes debts that consist of loans as shown in (note 16, 17) and the
owner's equity in the Company which includes share capital, statutory reserve, and retained earnings as
it listed in the changes in consolidated owners' equity statement.

The management of the financial risks

The Company’s activities might be exposing mainly to the followed financial risks:

Management of the foreign currencies risks
The company is not exposed to significant risks related to foreign currency price changes, so there

is no need to effective management for this exposure.

Murabaha rate risk management
The risks related to murabaha rates mainly arise from borrowing funds at different murabaha rates and
from deposits with fixed murabaha rates, and given the presence of funds borrowed through

fall to the price at which the company borrowed.

.Other price risk
The company is exposed to price risks arising from its equity investments in other companies. The
comparny maintaing equity investments in other companies for the purposes of trading in them.

Credit risk management

The credit risks represent in one part of the financial instruments contracts has not obligated to pay
the contractual obligations and cause of that the Company is exposing financial losses, However,
there are no any contracts with any other parts so the Company doesn't expose to different types of
the eredit risks, The significant credit exposed for any parts or group of parts that have a similar
specification have been .The Company classified the parts which have similar specifications as a
related parties, Except the amounts which are related in the cash money, The credits risks that are
resulting from the cash money are specific because the parts that are dealing with it are local banks
have good reputations and have been controlled from control parties,

The amounts had listed in the financial statements data represents the highest credit risk expose to
the trade accounts receivable and to the cash and cash equivalent.
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE PERIOD ENDED SEPTEMBER 30, 2020
(EXPRESSED IN JORDANIAN DINAR)

Management of liquidity risks

Board of directors is responsible for management of liquidity risks to manage the cash
requirements, short, medium and long term liquidity, The Company managed the liquidity risks
through controlling the future cash flow that evaluated permanently and correspond the due dates

of assets and liabilities,
The following table represents the contractual eligibilities to non-derivative financial liabilities.

9. THE IMPACT OF THE SPREAD OF CORONA VIRUS (COVID-19) ON THE
COMPANY

The existence of novel corona virus (COVID -19) was confirmed in early 2020 and has spread
across multiple geographies, causing disruptions to businesses and economic activity, The
Company considers this outbreak to be a non-adjusting post balance sheet event. At this early stage
when situation is rapidly evolving; the Company has already mobilized a task force to assess the
possible impact on its business. Encompasses reviewing the potential risks and related to the chain
of financial claims in universities and schools in that level, around continued uninterrupted
functioning of sales facilities. It is not practicable to provide a quantitative estimate of the potential
impact at this stage. Given the level of education for each of the universities and schools in past
period of March 31, 2020 The Company does not foresee major impact on its operations issued on
operation result before March 15, 2020, if the situation is normalized within a reasonable time
period. The management and those charged with governance will continve to monitor the situation
and accordingly update stakeholders as per the regulatory requirements. Any changes in
circumstances may require enhanced disclosures or recognition of adjustments in the financial
statements of the Company for the subsequent periods.

The administration and those responsible for governance will continue to monitor the situation
and provide stakeholders with developments as required by regulations and regulations. In the
event of any material changes in the current conditions, additional disclosures will be submitted
or amendments will be approved in the company's financial statements for subsequent periods
during the fiscal year 2020.

10, APPROVAL OF INTERIM CONSOLIDATED FINANCIAL STATEMENTS
The interim consolidated financial statements were approved by the Board of Directors and
authorized for issuance on October 21, 2020.

11. COMPARATIVE FIGURES
Certain figures for the year 2019 have been reclassified to conform with the presentation for the period
ended September 30, 2020.
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