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Sector Assets Sector Liabilities

2017 2016 2017 2016
University Sector 35,906,460 36,402,798 5,552,741 5,250,820
Company Sector 5,281,938 5,494,049 11,667,137 14,332,840
School sector 7,714,664 7,805,677 1,953,248 1,495,053
Spaceandbroadcasting
sector 2,397,903 1,528,953 1,191,796 4,906
Total 51.300.965 51.231.477 20364922 21.083.619

21. APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

The Consolidated financial statements were approved by the Board of Directors and
authorized for issuance on January 28, 2018.

22. COMPARTIVE FIGURES

Certain figures for 2016 have been reclassified to confirm presentation on the current
year.



20- SECTOR ANALYSIS

Zarqa Educational & Invesment Co.

The Company operates in one geographical area which is the Hashemite Kingdom of

Jordan.

Sector Revenue

Sector Gains

University Sector
Company Sector
School Sector

Space and broadcasting
sector

Total

2017 2016 2017 2016
16,154,696 16,190,400 2208197 2,618,250
1,862,518 1900438  (360,081)  (317,162)
2,208,627 1,512,788 45810 22,588

49231 1,000 (317,940)  (200,710)
20275072 19,604,626  1,575986  2,122.966
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Credit risk

Credit risk is defined as the risk that one party of a financial instrument will cause a
financial loss for the other party by failing to discharge an obligation, the Company
maintains cash at financial institutions with suitable credit rating, the Company looks
forward to reduce the credit risk by maintaining a proper control over the customers
credit limits and collection process and take provisions for doubtful accounts.

Liquidity risk

Are the risks of inability to pay the financial obligations that were settled by receiving
cash or another financial assets.

Liquidity risk management by control on cash flows and comparing them with
maturities of assets and financial liabilities.

The following table shows the maturities of assets and financial liabilities as December 31,

2017
Description Murabaha Lessthana One year and Total

rate year (JD) more (JD) (ID)

Financial liabilities:

Tools without Interest 8,547,506 - 8,547,506
Tools with Interest 4,105,944 7,711,799 11,817,743
Total 12,653,123 7,711,799 20,364,922
2016

e Murabaha Lessthana Oneyearand  _Total
Description rate year (JD) more (JD) (JD)
Financial liabilities:
Tools without Interest 7,830,470 - 7,830,470
Tools with Interest 4- 4.55% 3,171,676 10,081473 13,253,149
Total 11,002,146 10,081473 21,083,619
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Exchange price risks

Are the risks resulting from fluctuation in the fair value or future cash flow of the
financial instrument to the change in the price of foreign exchange.

Exchange price risks arises as a result of the implementation of the commercial
transactions in foreign currencies, which imposes a kind of the risk as a result to
fluctuation in exchange prices of these currencies during the year.

Most transaction in foreign currency and represent these transaction in U.S dollar as
the exchange price of the Jordanian dinar is constant opposite of U.S Dollar.

Other price risk

Other price risk is defined as the risk that the fair value or future cash flows of
financial instrument will fluctuate because of changes in market prices ( other than
those arising from interest rate risk or currency risk ), whether those changes are
caused by factors specific to the individual instrument or its issuer of factors all
similar financial instruments traded in the market, the financial instruments in the
consolidated statement of financial position are not subject to other pricing risk with
the exception of investments.
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Capital risk

The contains of capital are reviewed on a regular basis and are taking in consideration
the cost of capital and risks related with it , as capital is controlled to ensure continuity
of business and increase revenue by achieving an optimal balance between owner’s
equity and debts.

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 2015.

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 debt ratio

The board of directors is reviewing the share capital structure periodically. As a part
of this reviewing, the board of directors consider the cost of share capital and the risks
that is related in each faction from capital and debt factions. The Company’s capital
structure includes debts from the borrowing. The Company doesn’t determine the
highest limit of the debt ratio and it doesn’t expect increase in the debt ratio.

2017 2016
Debts 11,817,743 13,253,149
Owners equity 30,973,844 30,147,858
Debt/ owners equity rate %38 449

This decrease in the debt ratio for 2014 is attributed to the decrease in debts from
payment of facilities with ceiling.

>
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Market risk

Market risk is defined as the risk that the fair value or future cash of a financial
instrument will fluctuate because of changes in market prices. It comprises the
following risks:

Currency risk

Currency risk is defined as the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates, risks related
to the financial instruments denominated in USD are low due to the constancy of
exchange rate of JD against USD, while risks related to other foreign currencies were
reflected in the consolidated of comprehensive income statement.

Interest rates risk

Interest rate risk is defined as the risk that fair value or future cash flows of a financial
instrument will fluctuate because of changes in market rates, the financial instruments
in the consolidated statement of financial position are not subject to interest rate risk
with the exception of due to banks and loans that are subject to current market interest
rates.

The following tables shows the sensitivity of profit or loss and owner equity to changes
interest rate changed by the facility or there deposits at banks and on interest rates
paid by the entity to borrow from banks:
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December 31, 2017 level one

Financial assets designated at
fair value through statement 75,906 - - 75,906
of comprehensive income

Financial assets designated at
fair value through statement
of other comprehensive
income

75,906 - - 75,906

December 31, 2016

Financial assets designated at
fair value through statement 66,894 - - 66,894
of comprehensive income

Financial assets designated at
fair value through statement of - - - -
other comprehensive income

66,894 - - 66,894

The value set out in the third level reflect the cost of buying these assets rather than its
fair value due to the lack of an active market for them, this is the opinion of Directors
that the purchase cost is the most convenient way to measure the fair value of these
assets and that there was no impairment.

Risk management

Include the risks those they my be exposed to the Company’s market risk, credit and
liquidity, which is managed by the Company as follow.
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19. FINANCIAL INSTRUMENTS
The fair value

The fair value of financial assets and financial liabilities Financial assets include cash
and cash equivalents and checks under collection and receivables, securities, and
include accounts payable, credit facilities and loans and credits and other financial
liabilities.

First level: the market prices stated in active markets for the same financial instruments.

Level II: assessment methods depend on the input affect the fair value and can be
observed directly or indirectly in the market.

Level III: valuation techniques based on inputs affect the fair value cannot be observed
directly or indirectly in the market.
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17. ADMINISTRATIVE AND OTHER OPERATING EXPENSES

2017 2016

Board of Directors transportation 67,277 68,557
Board of Directors transportation and remuneration 69,475 69,229
Subscriptions and fees 370,040 256,548
Stationary and Stamps 183,139 134,829
Cleaning 214,495 236,389
Scientific research and conferences 1,085,285 1,302,812
Advertisement 538,157 278,927
Post mail and telephone 53,826 56,497
Insurance 69,557 85,042
Student Activities and training 166,610 117,603
Graduation fees 103,337 56,309
Hospitality 61,761 45,286
Registration fees 152,000 140,000
Professional fees 41,760 44.440
Donations 31,990 48,100
End of service remuneration 83,618 97,574
Vacations expenses 16,653 35,010
Traveling and transportation 38,873 64,781
Startup expense amortization - 136,500
Miscellaneous 222,100 159,667

3,569,953 3,434,100

18. CONTINGENT LIABILITIES

2017 2016
Bank Guarantees 292,828 292,828
292,828 292,828
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16. TRANSACTIONS WITH RELATED PARTIES

2017 2016
Board of Directors remunerations 55,000 55,000
Transportations to the Board of Directors 67,277 68,557
Salar@es of Board of_ Directors ' 120,000 120,000
Salaries, remunerations and premiums of the general 8,440 13,200
manager
2017 2016
Remunerations and transportations to the Board of trustees 69,475 69,229
Salaries of university’s head manager 72,000 72,000
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15. INCOME TAX

2017 2016
Balance as of January 1 480,560 672,772
Paid during the year (503,400) (687,634)
Provision 434,307 495 422
Balance as of December 31 411,467 480,560

- Summary of accounting profit adjustment with tax profit

2017 2016
Accounting profit 2,328,233 2,819,098
Add: rejected expenses 326,438 345,323
Less: subjected expenses (411,336) (278,611)
Deductable income 2,243,335 2,885,810
Income tax before property tax 448,667 577,162
Less: property tax (14,360) (81,740)
Income tax within income statement 434,307 495 422
Legal income tax %20 20%
Actual income tax %19 18%

The Company settled its tax position with Income and tax department until 2014. As
for 2015, the company submitted its self-assessed tax report and it has been reviewed
by Sales and Income Department but a final report by them has not been released , As
for the year 2016, the self- assessed tax report has been submitted by the company and
has not been reviewed through the Income and Sales Tax Department until the date of

this consolidated financial statement.
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13. MISCELANOUS DEPOSITS

2017 2016
Students refundable deposits 894,406 910,697
Saving account deposits 44,609 44,609
Shareholder deposits and others 92,047 194,397
1,031,062 1,149,703
14. ACCOUNTS PAYABLE AND DEFEERED CHECKS
2017 2016
Accounts payable 1,093,449 858,693
Employees payable 57,285 57,996
Deferred checks - 25,666
1,150,734 942 355
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10. UNEARNED AND DEFERRED REVENUES

2017 2016
Unearned and deferred revenues to university* 3,611,254 3,386,848
Unearned and deferred revenues to Azzarqa university 1,778,377 1,375,319

5,389,631 4,762,167

* This item represents the amount tutorial expenses and student transportation from
the first semester for 2018 which have been deferred to be recognized considering the
extend of the first semester between 2017 and 2018 and unearned revenues for the
second semester which begins and ends in 2018.

11. 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 December
1,2017 to September 1, 2021.

2017 2016
Notes payable 11,817,416 13,253,149
Less: short term 4,105,617 3,171,676
Long term 7,711,799 10,081,473

12. ACCRUED EXPENSES AND OTHER PAYABLE

2017 2016
Accrued expenses 174,698 107,789
Accrued vacations 69,022 72,281
End of service remunerations 265,892 260,615
Income Tax (Note-15) 411,467 480,560
Board of directors remunerations 55,000 55,000
976,079 976,245
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by the appropriation of 10% of net income until the reserve equals 25% of the capital.
However, the Company may, with the approval of the General Assembly continue
deducting this annual ratio until this reserve is equal to the subscribed capital of the
Company in full. This reserve is not available for dividends distribution.

Voluntary reserves:

In accordance with the Companies’ Law in the Hashemite Kingdome of Jordan
and the Company’s Article of Association, The Company can establish a voluntary
reserve by an appropriation no more than 20% of net income. The company’s Board
of Directors resolved to allocate 20% of the net income during the year. This reserve
is not available for dividend distribution till the approval of the Company’s General
Assembly.

Special reserve:

In accordance with the Companies’ Law in the Hashemite Kingdome of Jordan and
the Company’s Article of Association, the Company can establish a special reserve by
an appropriation no more than 20% of net income. This reserve is for the expansion
of the Company’s financial position and is available for dividend distribution till the
approval of the Company’s General Assembly.
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6. PREPAID EXPENSES AND OTHER RECEIVABLES

2017 2016
Prepaid expenses 97,925 103,881
Refundable deposits 38,904 36,904
Guarantee deposits 294,196 97,534
Other receivables 249 420 206,838

680,445 445,157

7. ACCRUED REVENUES

Accrued revenues to university* 2017 2016
Accrued revenues to Azzarqa university 3,017,451 3,082,535
894,132 919,224

3911,583 4,001,759

*This item represents the rest of the revenues for the first semester in which it ended
within the beginning of 2017, the second and summer semesters and uncollected
revenues from students until the date of this consolidated financial statement.

8. ACCOUNTS RECEIVABLE AND CHECKS UNDER COLLECTION

2017 2016
Checks under collection 251,046 254,277
Accounts receivable 194,687 226,214
Students and employees accounts 193,842 142,528
Account receivable provision (25,000 (25,000)

614,575 598,019

9 . RESERVES
Statutory reserve:

In accordance with the Companies’ Law in the Hashemite Kingdome of Jordan and the
Company’s Article of Association, the Company has established a statutory reserve

@
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5. PROJECTS UNDER CONSTRUCTION

This item represents the establishment of Arabic language institute in the Republic
of Turkey, in which the cost on this project on the date of the consolidated financial
statements by JD 350,081 (2016:258,041 JD).
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4. PROPERTY AND EQUIPMENT

January 1  Additions Disposal Dechber
Cost:
Lands * 703,502 - - 703,502
Buildings, walls and wells 37,974,327 2,165,380 - 40,139,707
Equipment’s and solar 2,594,501 264,042 - 2,858,543
Furniture 3,106,083 244,601 - 3,350,684
gg‘égg‘;nts’ devices and 4,551,986 266,240 - 4,818,226
Vehicles 5,187,762 266,601 - 5,454,363
Laboratories 7,435,438 693,603 - 8,129,041
Parking, roads, landscapes 1,523,837 6,744 - 1,530,581
Books, tools and others 1,776,226 164,792 - 1,941,018
Total cost 64,853,662 4,072,003 - 68,925,665
Depreciation:
Buildings, walls and wells 5,080,098 866,164 } 5,946,262
Equipments and solar 129,725 263,252 ) 392,977
Furniture 1,905,905 134,020 } 2,039,925
Bquipments, devices and 3,624,521 270,092 _ 3,894,613
Vehicles 3,896,760 375,742 , 4,272,502
Laboratories 6,058,453 734,668 , 6,793,121
Parking, roads and landscapes 912,143 66,010 i} 978,153
Books, tools and others 1,189,491 101,116 L 1,290,607
Total cost 22,797,096 2,811,064 . 25,608,160
Book value at January1 42,056,566
Book value at December 31 43,317,505

* The land is first class mortgaged to the International Islamic Arab bank by JD
350,000 for the granted Murabaha facilities.
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Impairment losses on receivable. Impairment losses are reviewed within the
foundations established by the administration and International Financial Reporting
Standards. The management reviewed periodically of financial assets which are stated
at cost to assess any decline in its value.

This declining is recorded in the statement of comprehensive income.

Adoption of estimate useful lives of intangible assets periodically for the purpose
of calculating depreciation declining losses is (if any) recorded in the consolidated
statement of comprehensive income.

Related parties

The transactions with related parties is in the transfer of resources and services and
obligations between related parties, conditions and basis of transactions between
related parties are made by the administrations.

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 foreign 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 consolidated statement of comprehensive
income.
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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 simultaneously.

Income tax

The company is subject to Income Tax Law and its subsequent amendments and the
regulations issued by the Income 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.

The use of estimation

The preparation of financial statements and the application of accounting policies
required of the Company’s management to make estimates that affect the amounts
of financial assets and liabilities and disclosure of contingent liabilities, these
estimates also affect the revenues, expenses and provisions.

As well as changes in fair value that appears in the owners’ equity.

In particular, required of the Company’s management to issue important judgments to
estimate the amounts of future cash flows and its times Mentioned that the estimates are
shown necessarily on the assumptions and multiple factors have a varying degree
of appreciation and uncertainty and that actual result may differ from estimates
As a result of changes resulting about the conditions and circumstances of these
estimates in the future.

We believe that our estimates in the consolidated financial statements are reasonable,

detailed as follows:-
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group from units producing cash that can determine basis of distribution fixed and
reasonable for it.

The Recovery value is the fair value of asset minus the cost of sale or used value
whichever is higher.

In case, the recovery value of an asset (or the unit producing of cash) is estimated
lower than the listed value, reduce the listed value for asset should be reduced (or unit
producing of cash) to the recovery value. Losses of the decline recognized directly in
the comprehensive income statement unless the asset that is re-evaluated then losses
are recorded of the decline as a reduction from re-evaluated provision.

Accounts payable

Accounts payable are stated at the obligation amounts for received services and goods,
whether billed by the suppliers or not.

The sectorial 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.
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As for the ownership equity tools which are available for sale, decline losses are
not closed in the recognized value in the comprehensive income statement. However
any increase in the fair value become after decline loss has recognized directly in
consolidated owner’s equity statement.

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.

Contingent liabilities

Contingent liabilities are based on the possible appearance of uncertain future events,
or present obligations without the occurrence of payments or the inability to be
measured reliably.

Contingent liabilities are not recognized in the consolidated financial statement.

The decline in value of the non-current assets

The decline in value of the non-current assets, in the date of each consolidated
statement of financial position the Company reviews the listed values for it’s assets to
specify if there is an indication to decline losses of the value. If there is an indication
to that, the recovery value of the asset will be appreciated to determine the loss of
decline in the value if it occurs. In case, in ability to appreciate the recovery value of
specific asset. The company estimate the recovery value for unit producing of cash
that related in the same asset .when there is ability to determine basis of distribution
that is fixed and reasonable, the joint assets distribute to units producing of cash that
related in the same asset. the common assets distribute to specific units producing of
cash or it is distributed to specific units producing of cash or it distribute to smallest
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statements.

Unearned and deferred revenues

The unearned and deferred revenues are recognized separately from the unearned and
deferred revenues that do not belong to the period.

The Decline in value of the financial assets

In date of each consolidated statement of financial position, values of the financial
assets have been reviewed, to determine if there indication to decline in its value.

As for the financial assets such as trade accounts receivable and assets was evaluated
as individual low-value, were evaluated for the decline in the value on a collective
basis. The substantive evidence for decline in portfolio of the accounts receivable
includes the past experience about the collection of payments. And the increase in the
number of the late payments portfolio (which it’s beyond the rate of borrowing) also
it includes the significant changes in the international and local economic conditions
that are related with non-collection of accounts payable.

The Reduce in the listed value of the financial assets is the amount of loss decline
of value directly. And this is for all the financial assets except the trade accounts
receivable as the listed value had been reduced by provisions accounts. When is one
of the accounts receivables are non-collected then write off the amount of this debt
and the equal amount from account of provisions.

The changes in the listed value for the provisions account recognized in the consolidated
statementofcomprehensiveincome.
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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

Buildings, walls and wells 2-15%
Equipments and solar 10%
Furniture 15%
Equipments, devices and elevators 12-25%
Vehicles 15%
Laboratories 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.

Impairment test is performed to the value of the property and equipment that
appears in the Statement of Financial Position When any events or changes in
circumstances shows that this value is non-recoverable.

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

At the 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.

Accrued revenues

Accrued revenues are recognized separately from other revenues for the current and
previous years and uncollected revenues from students until the date of the financial
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water and fuels, for the purpose of providing services. The expenses are classified 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.

Trade receivable

Receivable are non- derivative financial assets with fixed payments that are quoted in
an active market.

Trade receivable are stated at invoice amount less any provision for doubtful and a
provision for doubtful debts is taken when there i1s an indication that the receivable
may not be collected, and are written off in the same period when there is impossible
recovery of them.

Inventories and spare parts

Inventories are stated at the lower of cost or net realizable value. Cost is determined,
for finished goods, on a first-in-first-out cost basis and includes cost of purchases,
fund and other costs incurred in order to get and into warehouse. Raw material, work
in process, spare parts and other inventories are stated at cost which is determined by
using weighted average cost basis.

Projects in progress

The projects in progress have been prepared on cost, when project becomes ready to
use, it is transferred to the related property, plant equipment caption.
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

YEAR ENDED DECEMBER 31, 2017
(EXPRESSED IN JORDANIAN DINAR)

Financial assets specified at fair value through statement of other comprehensive
income

Specific financial assets at fair value through statement of other comprehensive
income are non-derivative financial assets, the purpose of the acquisition is to keep
them as available for sale until the date of maturity, not for trading.

Differences in the change in fair value of financial assets specified at fair value
through other comprehensive income statement are recorded in other comprehensive
income statement.

Financial assets specified at fair value through statement of other comprehensive
income that is have amarket prices stated at fair value after deducting
any accumulated Impairment losses in its  fair  value.

Financial assets specified at fair value through statement of other comprehensive
income that is do not have a market prices and cannot determine the fair value stated at
cost and any Decline in its value recorded in other comprehensive income statement.

Profits and losses resulting from differences of foreign currency translation for
the debt instruments are recorded within the financial assets specified at fair
value through other comprehensive income statement in the statement of other
comprehensive income, while differences from foreign currency translation for
the debt instruments are recorded in the accumulated change in fair value in owners’
equity.

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.

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, students health insurance, maintenance, consumed materials, electricity
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A financial asset other than a financial asset held for trading may be designated as at
fair value through statement of income upon initial recognition if:

e such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

e the financial asset forms part of a group of financial assets or financial liabilities
or both, which is managed and its performance is evaluated on a fair value basis, in
accordance with the Company’s documented risk management or investment strategy,
and information about the grouping is provided internally on that basis; or

e it forms part of a contract containing one or more embedded derivatives, and IAS
39 Financial Instruments: Recognition and Measurement permits the entire combined
contract (asset or liability) to be designated as at fair value through statement of
income.

Financial assets at fair value through statement of income are stated at fair value, with
any gains or losses arising on remeasurement recognized in profit or loss. The net
gain or loss recognized in profit or loss incorporates any dividend or interest earned
on the financial asset and is included in the ‘other gains and losses’ line item in the
consolidated income statement.
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

YEAR ENDED DECEMBER 31, 2017
(EXPRESSED IN JORDANIAN DINAR)

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 individually.

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 direct 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.

Financial assets designated at fair value through statement of comprehensive
income

Financial assets are classified as at fair value through statement of income when the
financial asset is either held for trading or it is designated as at fair value through
statement of income .A financial asset is classified as held for trading if:

e it has been acquired principally for the purpose of selling it in the near term; or

e on initial recognition it is part of a portfolio of identified financial instruments that
the Company manages together and has a recent actual pattern of short-term profit-
taking; or

e it is a derivative that is not designated and effective as a hedging instrument.
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1s a summary of significant accounting policies applied by the Company.

Basis of consolidation financial statements

The consolidated financial statements incorporate the financial statements of Afaq
Holding Investment and Real Estate Development Company (Public Shareholding
Company) and the subsidiaries controlled by the Company

Control is achieved where the Company:

e Ability to exert power over the investee.
e Exposure, or rights, to variable returns from its involvement with the investee.
e Ability to exert power over the investee to affect the amount of the investor’s returns.

The Company reassesses whether or notitcontrols an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control described
inthe accounting policy for subsidiaries above.
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

YEAR ENDED DECEMBER 31, 2017
(EXPRESSED IN JORDANIAN DINAR)

* The Subsidiary Company decided to increase the capital of the company to JD
1,750,000 by capitalizing the current account of the partners. The legal procedures
were completed on 5 September 2017.

2. NEW AND REVISED STANDARDS AND AMENDMENTS TO IFRSs
ISSUED BUT NOT YET EFFECTIVE:-

The following new standards and amendments to the standards have been issued
but are not yet effective and the Company intends to adopt these standards, where
applicable, when they become effective.

New Standards Effective Date
(IFRS) No.9 — Financial Instruments January 1,2018
(IFRS) No.15 — Contract Revenues January 1, 2016
(IFRS) No.16 — Leases January 1, 2019

Board of directors of the company is expected that the application of these standards
and interpretations will not have a substantial impact on the Company’s financial
statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The preparation of financial statements

The accompanying consolidated financial statements have been prepared in accordance
with the International Financial Reporting Standards.

Basis of preparation

These consolidated financial statements, were presented in Jordanian Dinar as the
majority of transaction, are recorded in the Jordanian Dinar.

The consolidated financial statements have been prepared on historical cost basic,
However financial assets and financial liabilities are stated at fair value. The following
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The subsidiaries assets, liabilities, revenues, profits and major item of assets and

liabilities as of December 31, are as following:

Total assets

Total owners equity

Total current liabilities
Cash and cash equivalents *
Share Capital

Long-term notes payable
Total expenses

Total revenues

Loss of the year

2017 2016
2397903 1528953
1,206,107 1,524,047
1,191,796 4,906
10,416 10,529
1,750,000 200,000
1,183,020 ;
(367,171)  (201,710)
49,231 1,000
(317,940)  (200,710)
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2017
(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
1s JD 15,000,000 divided into 15,000,000 shares each for JD 1.

The company decided in its unusual meeting held on April 22,2017 increasing the
company’s capital through adding a portion of the retained earnings to become
16,500,000 JD divided into 16,500,000 shares each JD1, The approved was taken
by the Securities Exchange Commission, the Ministry of Industry and Trade and the
registration procedures of the Securities Depository Center was on May 31, 2017.

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 Azzarqa City.

The consolidated financial statement as of December 31, 2017 contains the financial
statement of (Al Dou’a Al Satee’ for Satellite broadcasting and radio)

P . . Registration Vote 'and . .
Subsidiary name Registration place year equity Main activity
percentage
Al Dou’a M o Satellit
Al Satee’ - anaging Satellite
for Satellite k.Th;: Hast;eJm 1216 2015 100 % broadcasting and
broadcasting and <1hgdom ot jordan radio stations
radio

According to net equity method, book value of investment in subsidiaries as of
December 31,2017 are as follows:

2017 2016
Book value of investment in subsidiary 1,206,107 1,524,047
The Company’s share from the subsidiary’s gains (317,940) (200,710)
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AL-ZARKA EDUCATIONAL AND INVESTMENT COMPANY

(PUBLIC SHAREHOLDING COMPANY)

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2017
(EXPRESSED IN JORDANIAN DINAR)

OPERATING ACTIVITIES

Income before tax

Adjustments of income before income tax:
Depreciation

Unrealized 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
Miscellaneous Deposit

Accrued expenses and other payables
Unrealized and deferred revenues

Cash available from operating activities
Income Tax paid

Net cash available from operating activities

INVESTING ACTIVITIES

change Purchase of property and equipment
change Projects under construction

Net cash used in investing activities

FINANCING ACTIVITIES
(Payment to)/ Financing of Notes payables

Dividends Paid
Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, January 1

CASH AND CASH EQUIVALENTS, December 31

2017 2016
2,010,293 2,618,388
2,811,064 2458916

(9,012) (5372)
(16,556) (100,921)
90,176 (701,605)
(76,648) (131,720)
(235,288) (256,783)
208,379 90,120
(118,641) (228,064)
68,927 (71,919)
627 464 728,951
5,360,158 4,399,991
(503,400) (634,687)
4,856,758 3,712,357
(4,072,003)  (931,798.4)
(92,040) (235 854)

(4,164,043)  (5,167,652)

(1,435,733) 1,334,885
(750,000) (800,000,1)

(2,185,733) (465.115)

(1493,018)  (1,920410)
3,475,344 5,395,754
1,982,326 3475344

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

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
YEAR ENDED DECEMBER 31, 2017

(EXPRESSED IN JORDANIAN DINAR)

Note 2017 2016
Operating revenues
Students transportation revenues 19,631,897 18,731,665
University facilities and schools revenues 509,960 754,711
Revenue assurance station 95,748 92,959
Other operating income 37.467 25,291
Total Operating revenues 20,275,072 19.604.626
Operating expenses
Salaries and wages (10,605,895) (10,192,664)
Depreciation (2,811,064) (2,458.916)
Health insurance for students (110,821) (82,883)
Maintenance and consumed materials (552,708) (415,448)
Electricity, water and fuels (652,159) (438,534)
Administrative and other operating expenses 17 (3,569,953)  (3.434.100)
Total operating expenses (18.302,600) (17.022.545)
Net operating profit _ 1,972,472 2,582,081
Unrealized gains from financial assets
designated at fair value through statement of 9,012 5,372
comprehensive income
Board of Directors remunerations 16 (55,000) (55,000)
Other revenues and other expenses 83.809 85.935
Income before tax 2,010,293 618,388,2
Income tax 15 (434.307) (495 .422)
Income For The Year 1,575,986 2,122,966
Other comprehensive income: - -
Total comprehensive income for the year 1.575.986 2,122,966
Earnings per share:
Earnings per share-JD/Share 0,10 0.14
Weighted average of outstanding shares 16,000,000 15,000,000

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

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS OF

DECEMBER 31, 2017

(EXPRESSED IN JORDANIAN DINAR)

ASSETS

Non-current assets

Property and equipment

Projects under construction

Total non-current assets

Current assets

Prepaid expenses and other receivables
Inventory

Accrued Revenues

Accounts receivable and checks under
collection . .

Financial assets designated at fair value
through statement of comprehensive income

Cash at banks
Total current assets
TOTAL ASSETS

LIABILITIES AND OWNERS’ EQUITY
Owners’ equity

Share capital

Statutory reserve

Voluntary reserves

Special reserve

Retained earnings

Total owners’ equity

Unearned and deferred revenues

non-current liabilities
Long-term notes payable
Total non-current liabilities

Current liabilities

Accrued expenses and other payables
Miscellaneous Deposit

Accounts payable and Deferred checks
Short term of notes payable

Total current liabilities

TOTAL LIABILITIES AND OWNERS’ EQUITY

Note 2017 2016
4 43,317,505 42,056,566
5 350,081 258,041
43,667,586 42,314,607
6 680,445 445,157
406,345 329,697
7 3,911,583 4,001,759
614,575 598,019
75,906 66,894
1,982,326 3475344
7,671,180 8.916.870
51,338,766 51231477
1 16,500,000 15,000,000
9 3,956,529 3,750,000
9 5,143,985 4,730,926
9 4,770,604 4,357,545
602,726 2,309,387
30973844 30,147,858
10 5,389,631 4,762,167
11 7,711,799 10,081.473
7,711,799 10,081.473
12 976,079 976,245
13 1,031,062 1,149,703
14 1,150,734 942 355
11 4,105,617 3,171,676
7.263.492 6.239.979
51,338,766 51231477

The accompanying notes are an integral part of these consolidated financial statements
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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 Company to cease to continue as a going concern.

e [Evaluate the overall presentation, structure and content of the initial Financial
Statements, including the disclosures, and whether the initial Financial Statements
represent the underlying transactions and events in a manner that achieves Fair
Presentation.

e We communicated with audit the Financial Management 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.

Legal requirements report

The Company maintains proper books of accounts and the accompanying consolidated
financial statements and the consolidated financial statements contained in the report of
the board of directors in accordance with the proper books of accounts.

Ghosheh & Co.
Sinan Ghosheh Amman- Jordan
License No.(580) January 28, 2018
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An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the consolidated financial statements
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 entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide basis for our audit opinion.

As part of an audit in accordance with The International Standards on Auditing,
we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e Identify and assess the risks of material misstatement of the initial 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.

e 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 Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the Management.

e Conclude on the appropriateness of the 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 Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the Financial Statements or, if such disclosures are inadequate,



Zarqa Educational & Invesment Co.

for the ended semesters which have not been collected by students, the company
periodically reviews registered and unregistered students to collect from them, and
the company uses assumptions and amendments to review standards, and considering
its importance it is considered one of the significant auditing risks.

The following is a description of our auditing procedures:
-property, plant and equipment:

The Auditing procedures included examining the control procedures used in the
assertion of existence and completeness and reviewing the purchases and sells
of property, and the basis of depreciation calculation, inspection matching as in
ascertaining the procedures and there is no decline in value through evaluating the
assumption and the efficiency of disclosures the company used for the property and
equipment.

-Accrued and unrealized and deferred revenues:

The Auditing procedures included reviewing the control used in accrued and unrealized
and deferred revenues recognition, reviewing a sample of students receivables through
receiving the amounts and reviewing students accounts as in registering for the
upcoming semesters or have not yet, and the revenues assumptions and evaluations
have been reviewed, we have also reviewed the efficiency of disclosures of accrued
and unrealized and deferred revenues and reviewing the control used in the recognition
of accrued and unrealized and deferred revenues. The sample of revenues have been
reviewed through evaluations the Company’s assumptions and efficiency of unearned
and deferred revenues disclosures.

Other information

The management is responsible for other infer mention.

Which includes other information reported in the final report, but not included in the
consolidated financial statements and our audit report on it.

Management responsibility of the consolidated financial statements

Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial
Reporting Standards. And for such internal control, management is determined to
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Certified public accountant responsibility

Our responsibility is to express an opinion on these consolidated financial statements
based on our audit. We conducted our audit in accordance with International Standards
on Auditing. Those standards require us to comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance whether the consolidated
financial statements are free from material misstatement.



Twenty Fifth Annual Report - 2017

INDEPENDENT CERTIFIED PUBLIC A TANT’S REPORT

To the shareholders of
Al-Zarka Educational and Investment Company

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Al-Zarka
Educational and Investment Company (P.L.C), which comprise of the consolidated
statement of financial position as of December 31, 2017, and the related consolidated
statements of comprehensive income, consolidated Statement of owners’ equity and
consolidated statement of cash flows, for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Basic for opinion

In our opinion, the consolidated financial statements present fairly, in all material
respects, the consolidated statement of financial position of Al-Zarka Educational and
Investment Company (P.L.C) as of December 31,2017, and its consolidated financial
performance and consolidated cash flows for the year then ended are in accordance
with International Financial Reporting Standards.

Basic auditing matters

Basic auditing matters, according to our professional judgment are matters that
had the significant importance in our auditing procedures that we performed to the
consolidated financial statement. The basic auditing matters have been addressed
in our auditing workflow to consolidated financial standards as we do not express
separate opinions.

- Property, plant and equipment

In accordance with the international financial reporting stander the company has
to review the useful life and depreciation method and perform and impairment test
to the reported amount of property , Plant and equipment in the financial position,
and in case of any impairment indications in the recoverable amount, the losses are
calculated according to the impairment method in which the company determines the
impairment in property and equipment by using assumptions and evaluations (if any).

- Accrued and unrealized and deferred revenues

In accordance with the International financial reporting standards, the company
reviews the process of accrued and unearned and deferred revenues recognition on
accrual basis, the company recognizes the amount of revenues accrued from students
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