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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Alia — The Royal Jordanian Airlines Company (Royal Jordanian)
Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Alia — The Royal Jordanian Airlines
Company (Royal Jordanian) (the Company) and its subsidiaries (the Group), which comprise the
consolidated statement of financial position as at 31 December 2017, and the consolidated income
statement, consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2017, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. For each matter below, our
description of how our audit addressed the matter provided in that context.
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We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the

consolidated financial statements section of our report, including in relation to these matters.

Accordingly, our audit included the performance of procedures designed to respond to our assessment

of the risks of material misstatement of the consolidated financial statements. The results of our audit

procedures, including the procedures performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial statements.

1.

credits.

Passenger and cargo revenue recognition

Refer to note 24 of the consolidated financial statements

Key audit matter

Passenger tickets and cargo airway bills sales
are reflected in the consolidated statement of
financial position as deferred revenue and
recognized as revenue when the transportation
service is provided. Tickets that are not used
for transportation (‘unused tickets') are
recognized as revenue after 12 months from
the date of their issuance. We focus on revenue
recognition because it is material and the
process is highly automated.

In respect of customer loyalty program (Royal
Plus), a portion of the fair value of the
consideration received is allocated to the award
credits and deferred, this is then recognized as
revenue over the period that the award credits
are redeemed. The fair value of the award
credits is estimated by reference to the fair
value of the awards for which the points could
be redeemed and is reduced to take into
account the proportion of award credits that are
not expected to be redeemed by customers.
The Group exercises its judgment in
determining the assumptions to be adopted in
respect of the number of points not expected to
be redeemed through the use of statistical
modelling and historical trends and in
determining the mix and fair value of the award

How the key audit matter was addressed in
the audit

Our audit procedures included considering the
revenue

appropriateness of the Group’s
recognition policies and assessing compliance
with the policies in terms of applicable accounting

standards. We also tested the Group's controls
around revenue recognition and key controls in
the revenue cycle. We selected a sample before
and after the cutoff period to assess whether the

revenue was recognized in the correct period.

We also performed substantive analytical

procedures using financial and non-financial

information about the revenue figures for the
year. In addition, we selected and tested a

representative sample of journal entries.
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Lease classification

Refer to notes 19 and 31 of the consolidated financial statements

Key audit matter

Due to the significance of the new lease
agreements signed by the Group and due to
the nature of the airlines business, this
considered a key audit matter.

How the key audit matter was addressed in
the audit

Our audit procedures included obtaining the
finance and operating lease agreements. For
new lease agreements signed during the year
under audit, we inspected the lease agreements
to ensure proper classification, recognition and
presentation.

3. Obsolete and slow ;noving sparé paﬁ;_and othef_supp!ies
Refer to note 13 of the consolidated financial statements

Key audit matter

Spare parts and other supplies are valued at
the lower of cost or net realizable value. We
focus on this area as there is a risk of inventory
obsolescence, any provision for obsolescence
is determined by reference to specific items of
stock. A regular review is undertaken at each

How the key audit matter was addressed in
the audit

We critically tested the basis for inventory
obsolescence in line with management
estimates. In doing so, we tested the ageing
profile of inventory, the process for identifying
obsolete and slow moving items in inventory and
historical loss rates.

reporting date to determine the extent of any
provision for obsolescence.

Other information included in the Company’s 2017 annual report

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

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

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

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

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

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

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

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

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

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

+ ldentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
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«  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

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

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

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period, and
are therefore the key audit matters. We describe these matters in our auditor's report, unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonable be expected to outweigh the public interest benefits of such

communication.
Report on Other Legal and Regulatory Requirements

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

statements.
st & Young/ Jordan

Waddah Ilsam Barkawi
License No. 591

Amman - Jordan
18 March 2018



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company

Consolidated Statement of Financial Position
At 31 December 2017
Un T irrusgunis of Dindrs)

ASSETS

Non- current assets

Property and equipment

Advances on purchase and modification of aircrafts

Financial assets at fair value through other comprehensive income
Investments in associates

Restricted cash against operating lease contracts

Deferred tax assets

Current asscls

Other current assels

Spare parts and supplies, net
Accounts receivable, net
Cash and bank balances

Property and equipment held for sale
TOTAL ASSETS

EQUITY AND LIABILITIES
Sharcholders’ equity

Paid in capital

Payments in respect of capital increase
Statutory reserve

Iair value reserve

Accumulated losses

Non-controlling interests
Total sharcholders® equity

LIABILITIES

Non- current liabilities

Long term loans

Long term obligations under finance leases
Accounts payable

Other long term liabilities

Current liabilities

Current portion of long term loans

Accrued expenses

Accounts payable and other current liabilitics
Income tax provision

Deferred revenues

Short teem obligations under finance feases

Total liabilities
TOTAL EQUITY AND LIABILITIES

33

12

F

13
15

16

17
17
17

18
19
22
20

I8
21
22
33
23
19

2017 2016
292,250 226,520
35,993 59,731
5,992 6,022
16,715 17,452
28,469 25,243
14,920 15,080
394,339 350,048
27,048 32,850
12,508 11,008
35,617 33,872
101,393 141,974
176,566 219,704
5 1,064
570,905 570,816
146,405 146,405
25,000 -

13,509 13,455
3,771 3,771
(88,607) (88,749)
100,078 74,882
7 229
100,335 75,111
118,685 143,308
114,534 63,266
16,764 71,445
433 789
250,416 278,808
38,099 35,067
62,747 70,232
61,923 69,590
34 63
46,507 30,205
10,844 11,740
220,154 216,897
470,570 495,705
570,905 570,816

The attached notes from 1 to 42 form part of these consolidated financial statements



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company
Consolidated Income Statement

For the Year Ended 31 December 2017

(In Thousands of Dinars)

Notes 2017 2016
Revenues 24 623,231 598,271
Cost of revenues 25 (543,783) (527,668)
Gross Profit 79,448 70,603
Administrative expenses 27 (22,795) (20,590)
Selling and marketing expenses 28 (44,463) (45,045)
Other provisions ) (254) o (133)
Net operating income 11,936 4,835
Share of profit of associates I 1,072 2,397
Other income, net 20 3,021 7,274
Loss on property and equipment held for sale - (395)
Loss on disposal of property and equipment (37) (12)
Provision for voluntary termination 30 (1,243) (3,501)
Gains (losses) on forcign exchange diflerences 200 (20,468)
Finance costs 29 (4487 (lt_t_,62l) '
Profit (loss) for the year before income tax 468 (24,491)
income tax provision 33 ~(194) B0y
Profit (loss) for the year o 274 (24,571)
Attributable to:
Equity holders of the parent 246 (24,605)
Non-controlling interests 28 34
274 (24,571)
Basie and diluted earnings (losses) per share attributable to equity
holders of the parent 32 JD 00017 (/D 0.168)

The attached notes from 1 (o 42 form part of these consolidated financial statements



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company

Consolidated Statement of Comprehensive Income
For the Year Ended 31 Deecember 2017
(In Thousands of Dinars)

2017 2016

PROEIT (LOSS) FOR THE YEAR 274 (24,571)
Add; Other comprehensive income items afler tax:
Other comprehensive income items that will be transferred (o profit
and loss in subscquent periods:
Net gain on cash flow hedges - 178
Total comprehensive income for the year 274 (24,393)
Attributable to:
Equity holders of the parent 246 (24,427)
Non controlling interests 28 34

274 (24,393)

The attached notes from 1 to 42 form part of these consolidated financial statements
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Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company
Consolidated Statement of Cash Flows
FFor the Year Fnded 31 December 2017
(In Thousands of Dinars)

Notes 2017 2016
OPERATING ACTIVITIES
Profit (loss) for the year before income tax 408 (24,49D)
Adjustments for:
Depreciation of property and equipment 8 35,938 25,975
Share of profit of associates 11 (1,072) (2,397)
Finance costs 14,487 14,621
Provision for doubtful debts 14 12 133
Provision for slow moving inventory 13 242 -
Loss on sale of property and equipment 37 12
Loss on property and equipment held for sale - 395
Provision for voluntary termination 30 1,243 3,501
Provision for end of service indemnily 20 82 12
Amortization of deferred revenue — Jordan Flight Catering (300) (300)
Working capital changes
Accounts receivable (1,717) 3,254
Spare parts and supplies (1,742) 466
Other current assels 6,131 13,671
Deferred revenues 16,602 2,177
Accounts payable and other current liubilities (37,338) (65,494)
Accrued expenses (8,499) 1,675
nd of service indemnity paid 20 (438) (288)
Voluntary termination program payments 30 (1,217) (3,362)
Income tax paid 33 (63) (249)
Net cash flows from (used in) operating activities 22,856 (30,689)
INVESTING ACTIVITIES
Dividends received from associales 11 1,809 1,794
Purchase of property and equipment (4,485) (35,997)
Cash proceeds from acquisition of a subsidiary 7 411 -
Sale (purchase) of financial assets at fair value through OCI 30 )
Proceeds from sale of property and equipment 12 .
Change in restricted cash against lease contracts (3,226) (4,922)
Proceeds [rom sale of property and equipment held for sale 426 -
Advances on purchase and modification of airerafls (8,376) (39,461)
Short term deposits 20,626 (29,582)
Net cash flows from (used in) investing activities 7,227 (108,170)
FINANCING ACTIVITIES
Proceeds from loans - 151,004
Repayment of term loans (21,591) (31,594)
Capital increase - 99 846
Capital increase costs (50) (50)
Finance lease obligations (14,898) (7,483)
Interest paid _ (13499) (14.621)
Net cash flows (used in) from financing activitics (50,038) 197,162
Net (decrease) increase in cash and cash equivalents (19,955) 58,303
Cash and cash cquivalents, beginning of the year 92,874 34,571
Cash and cash cquivalents, end of the year 15 72,919 92,874

The attached notes from 1 to 42 form part of these consolidated financial statements



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - I'ublic Sharcholding Company
Notes to The Consolidated Financial Statements

31 Deeember 2017

(In Thousands of Dinars, except for amounts in US Dollars)

(1) GENERAL

Alia - The Royal Jordanian Airlines Company (Royal Jordanian), the “Company”, was registered as a
Jordanian public sharcholding company on 5 February 2001, The Company's head office is located in
Amman — Jordan.

The Company’s objectives are to undertake scheduled air-transport activities from and to the Kingdom and
to carry out the handling for aircrafts that land in and take off from the airports of the Kingdom.

The Jordanian Civil Aviation Authority granted the Company the exclusive right to utilise the Jordanian
Traffic Rights for International Routes, from Amman, for the operation of scheduled flights. The initial
contract started on 5§ February 2002 for the term of four years, which was renewed for another 4 years on 5
February 2006 which ended on 2 February 2010,

The consolidated financial statements were authorized for issue by the Board of Directors during their
meeting held on 10 March 2018,
(2) BASIS OF PREPARATION

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

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

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

3) BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of Alia - The Royal Jordanian

Airlines Company (the Company) and the following subsidiaries (collectively referred to as the “Group™)
as at 31 December 2017:

Ownership

_ Interest Country
Royal Wings Company 100% Jordan
Royal Touwrs for Travel and Tourism Company 80% Jordan
Al Mashriq for Aviation Services 100% Jordan

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

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

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

e The ability to use its power over the investee to affeet its returns



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company
Notes to The Consolidated Financial Statements

31 December 2017

(In Thousands of Dinars, except for amounts in US Dollars)

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

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

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

The financial statements of the subsidiarics company are consolidated from the control date until stop this
control, Revenue and expenses of the subsidiaries are consolidated in the consolidated income statement
from the date of control until stop this control.

Profit or loss and cach component of ather comprehensive income (OCI) are attributed to the equity
holders of the parent of the Group and 10 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 Group's accounting policies.
All intra-group assets and liabilities, equity, income, expenses and cash {lows relating to transactions
between members of the Group are eliminated in full on consolidation.

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

- Derecognizes the assets (including goodwill) and liabilities of the subsidiary,
- Derecognizes the carrying amount of any non- controlling interests.
Derecognizes the cumulative translation differences, recorded in equity.
- Recognizes the fair value of the consideration received,
- Recognizes the fair value of any investment retained.
- Recognizes the gain or loss resulted from loss of control.
- Reclassifies the parent’s share of components previously recognized in OCH o profit or loss.

Shareholders who have a significant influence over the Group

The Government of the Hashemite Kingdom of Jordan presented by Governmental Investiment
Management Company, Mint Trading Middle East Ltd, and Social Security Corporation own 60%, 15%
and 10% respectively of the Company’s shares (2016: 60%, 15% and 10% respectively). As disclosed in
note 17, capital increase procedures for part of the second tranche shares were completed during February
2018. Accordingly, the Government of the Hashemite Kingdome of Jordan presented by Governmental
Investment Management Company share of the Company’s shares became 76.4%.

) CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the consolidated financial statements are consistent
with those used in the preparation of the annual consolidated financial statements for the year ended 31
December 2016 except for the followings starting from 1 January 2017;

Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

Limited amendments which require entities to provide disclosures about changes in their Habilities arising
from financing activitics, including both changes arising from cash flows and non-cash changes (such as
foreign exchange gains or losses). However, the adoption of these amendments have no impact on the
Group's consolidated financial statements.



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Shareholding Company
Notes to The Consolidated Financial Statements

31 December 2017
(In Thousands of Dinars, except for amounts in US Dollars)

Amendnients to 1AS 12 Income Taxes: Recognition of Deferred Tax Assets for Un-recognised
Losses

Limited amendments to clarify that an entity needs to consider whether tax law restricts the sources of
taxable profits against which it may make deductions on the reversal of that deductible temporary
difference and some other limited amendments, the adoption of these amendments have no impact on the
Group’s consolidated financial statements.

(5) USE OF ESTIMATES

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

Significant estimates are as follows:

Useful lives of property and equipment

The Group's management determines the estimated useful lives of its property and equipment for
calculating depreciation based on expected usage of the asset or physical wear and tear, management
reviews the residual value and useful lives annually and future depreciation charge would be adjusted
prospectively where the management believes the useful lives differ from previous estimates.

Revenue recognition — Frequent Flyer points for customer loyalty program

The Group estimates the fair value of points awarded under the Frequent Flyer Program by applying
statistical techniques. Inputs to the models include making assumptions about expected redemption rates
and customer preferences. Such estimates are subject to varying degrees of uncertainty. As at 31
December 2017, the estimated liability for unredeemed points was approximately JD 5,953 (2016: ID
6,163).

(0) SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policics adopted are as follows:
Business combinations and Goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, measured at acquisition date fair value and the
amount of any non-controlling interest in the acquiree,

For cach business combination, the acquirer measures the non-controlling interest in the acquiree cither at
fair value or at the proportionate share of the acquiree’s identifiable net assets, Acquisition costs incurred
are expensed and included in the consolidated statement of income.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred
and the amount recognised for non-controlling interest over the net identifiable assets acquired and
liabilities assumed.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company
Notes to The Consolidated Financial Statements

31 December 2017
(In Thousands of Dinars, except for amounts in US Dollars)

Impairment of Goodwill

Goodwill is tested for impairment annually and when circumstances indicate that the carrying value may
be impaired,

Impairments is determined for goodwill by assessing the recoverable amount of cach cash generating unit
(or group of cash generating units) to which the goodwill relates, Where the recoverable amount of the
cash generating unit is less than their carrying amount an impairment loss is recognized.

Property and equipment

Property and equipment are recorded at cost less accumulated depreciation and any impairment in value.
Land is not depreciated, Property and equipment are depreciated when they are ready for use on a
straight-line basis over their estimated useful lives. The depreciation rates and periods used are
summarized as follows:

Depreciation Rate (%)

Owned passenger and cargo aircrafts, aircralts under finance leasces,

Aircralt engines and aircraft components 5-5.5
Machinery and equipment 10-15
Computers 25
Furniture and fixtures 10
Vehicles 15-20
Buildings 2.5-10
_ Period )
Capitalized maintenance 24- 120 months

The carrying values of property and equipment are reviewed for impairment when cvents or changes in
circumstances indicate the carrying value may not be recoverable, I any such indication exists and where
the carrying value exceeds the estimated recoverable amount, the assets are written down (o their
recoverable amounts, Impairment losses are recognised in the consolidated income statement.

Useful lives and depreciation method are reviewed on regular basis to ensure that the depreciation method
and the period of depreciation method and the period of depreciation are selected based on the economic
benefits expected from assets,

Property and equipment held for sale

Property and equipment are classified as held for sales if their carrying amounts will be recovered
principally through a sale transaction and when the following conditions are met:

- The Group must be commilted to sale, which should be expected to qualify for recognition as completed
sales within one year from the date of classification.

- Assets are available for immediate sales in its present condition.
Property and equipment held for sale are recorded at the lower of cost or fair value less cost to sell.

Financial assets af fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are recorded at fair value plus acquisition
costs at the date of acquisition and subsequently measured at fair value, Changes in fair value are reported as
a separate component in the consolidated statement of other comprehensive income and in the consolidated
statement of changes in equity, including the change in fair value resulting from conversion differences of
non-cash items of assets at foreign currencies. In case of sale of such asscts or part of it, the gain or loss is
recorded in the consolidated statement of other comprehensive income and in the consolidated statement of
changes in equity, and the valuation reserve balance for sold assets will be transferred dircetly to retained
carnings, These assels are not subjeet to impairment testing and dividends received are recognised in the
consolidated income statement when declared.
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(In Thousands of Dinars, except for amounts in US Dollars)

Investments in associates

An associate is an entity over which the Group has significant influence. Significant influence is the power
to participate in the linancial and operating policy decisions of the investee, but is not control or joint control
over those policies.

The considerations made in determining significant influence or joint control are similar to those necessary
to determine control over subsidiaries.

The Group’s investments in its associates are accounted for using the equity method,

Under the equity method, the investment in an associates initially recognised at cost, the carrying amount of
the investment is adjusted to recognise changes in the Group's share of net assets of the associates since the
acquisition date. Goodwill relating to the associates is included in the carrying amount of the investment and
is neither amortised nor individually tested for impairment.

‘The consolidated income statement refleets the Group's share of the results of operations of the associales.
Any change in other comprehensive income of those investees is presented as part of the Group's other
comprehensive income (OCI). In addition, when there has been a change recognised directly in the equity of
the associates, the Group recognises its share of any changes, when applicable, in the statement of changes
in equity. Unrealised gains and losses resulting from transactions between the Group and the associales are
eliminated to the extent of the interest in the associates.

The aggregate of the Group’s share of profit or loss of an associate is shown on the face of the consolidated
income statement within operating profit and represents profit or loss afler tax and non-controlling interests
in the subsidiaries of the associate.

The financial statements of the associates are prepared for the same reporting period and using the same
accounting policies as the Group, When necessary, adjustments are made 1o bring the accounting policies in
line with those of the Group.

Spare parts and other supplies

Spare parts and other supplics are valued at the lower of cost, using the weighted average method, or net
realizable value,

Accounts receivable

Accounts receivable are stated at original invoice amount less a provision for any uncollectible amounts.

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

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, bank balances and short-term deposits with an original
maturities ol three months or less after deducting bank overdraft balances.

Impairment and uncollectibility of financial assets

An assessment is made at each consolidated statement of financial position date to determine whether there
is objective evidence that a financial asset may be impaired, I such evidence exists, the estimated
recoverable amount of that asset is determined and any impairment loss is recognised for the difference
between the recoverable amount and the carrying amount. Impairment losses are recognised in the
consolidated income statement,

‘The amount of impairment is determined as follows:

- Impairment loss over financial assets which appears a amortized cost: is the dilference between the
amounts recorded in books and the current value for future cash flow discounted using the effective
inferest rate.

With regard to accounts reccivable, an impairment loss test is done when there is any evidence that the
Group will not be able to collect all the due balances according to the condition ol the invoices.
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Fair value measurement

Fair values of financial instruments are disclosed in Note 36,

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

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

The principal or the most advantageous market must be accessible to by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
cconomic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

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

At cach reporting date, the management analyses the movements in the values of assets and liabilities which
are required to be re-measured or re-assessed as per the Group’s accounting policies. For this analysis, the
management verifies the major inputs applied in the latest valuation by agrecing the information in the
valuation computation to contracts and other relevant documents.

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

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

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

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

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

The Group's management determines the policies and procedures for both reeurring fair value
measurement, such as unquoted available for sales financial assets, and for non-recurring measurement,
such as assets held for distribution in discontinued operation,

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the
basis of the nature, characteristics and risks of the asset or lability and the level of the fair value hicrarchy
as explained above,
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Finance leases

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership
of the leased item, are capitalized at the inception of the lease at amounts equal to the fair value of the
leased property or, if lower, at the present value of the minimum lease payments.

Lease payments arc apportioned between the finance charges and reduction of the lease liability. Finance
charges are charged directly against income.

Capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset and the
lease term, il there is no reasonable certainty that the Group will obtain ownership by the end of the lease
term.

Ind of service indemnity provision

The Group provides end of service indemnity benefits to its employees. Provision is made at the
consolidated financial statements date for amounts payable to employees based upon the employces” final
salary and length of service prior to the date on which the employees didn’t join the social security
scheme,

Accounts payable and accruals

Liabilities are recognized for amounts to be paid in the future for goods or services received, whether billed
by the supplier or not.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) arising from a
past event and the costs to settle the obligation are both probable and able to be reliably measured,

Loans

All loans are initially recognized at fair value of the consideration received less directly attributable
(ransaction costs, Afier initial recognition, loans are subsequently measured at amortized cost using the
elfective interest method.

Interests on loans are recognized in the consolidated income statement in the period they occur including
the grace period, if any.
Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow (o the Group
and the revenue can be reliably measured.

rassenger and cargo revenues are recognized when the transportation is provided, revenues from fuel fees
arc recognized when the ticket is sold. Passenger tickets and airway bills sales are reflected in the
consolidated statement of financial position as deferred revenue until recognized as revenue.

Other revenues are recognized at the time the service is provided,
The Company operates a [requent flyer program, (Royal Plus), which allows frequent travelers to
accumulate mileage credits which entitle them to a choice of upgrade to Crown Class or free travel. A

portion of the fair value of the consideration received is allocated to the award credits and deferred, this is
then recognized as revenue over the period that the award credits are redeemed.
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Maintenance and repair costs

Routine maintenance and repair costs for leased and owned aircrafl and flight equipment are charged to
the consolidated income statement as incurred.

Aircrafl, engines, and components heavy maintenance expenses are capitalized on property and
equipment, and arc being amortized over the period until the next scheduled heavy maintenance is due.

Income tax
Tax expense comprises current tax and deferred taxes.

Current tax is based on taxable profits, which may differ from accounting profits published in the
consolidated financial statements. Accounting profits may include non-taxable profits or expenses which
may not be tax deductible in the current but in subsequent financial years.

Current income tax is caleulated in accordance with the Income Tax law applicable in the Hashemite
Kingdom of Jordan.

Deferred income tax is provided using the liability method on temporary differences at the consolidated
financial statements date belween the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes. Deferred income tax is measured at the tax rates that are expected to apply
to the year when the tax liability is settled or the tax assct is realized.

The balance of deferred income tax assets is reviewed at each consolidated [inancial statements date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow
all or part of the deferred income tax asset to be utilized.

Operating leases

I.cases of aircralt under which substantially all the risks and benefits of ownership are effectively retained
by the lessor are classilied as operating lease. Lease payments under an operating lease are recognized as
an expense over the lease term on a straight line basis,

Foreign currencies

Transactions in foreign currencics are recorded at the rate ruling at the date of the transaction. Monetary
assets and linbilities denominated in foreign currencies are retranslated at the rates of exchange ruling at

the date of the consolidated financial statement,

All differences are taken to the consolidated income statement.,
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(7) ACQUISITION OF A SUBSIDIARY

During March 2017, the Company's Board of Directors resolved to acquire the entire shares of Al
Mashrig for Aviation Services, a private sharcholding company for one Jordanian Dinar only.
Accordingly, the Group became the sole owner of the whole shares off Al Mashriq for Aviation Services
Company.

The fair value of the identifiable assets and liabilities of Al Mashriq for Aviation Services Company as of
the date of acquisition are as follows:

Fair Carrying

_ value o vale
ASSETS
Property and equipment 30 30
Accounts receivable 40 40
Other current assets 133 133
Cash and bank balances 411 411
TOTAL ASSETS 614 614
LIABILITIES
Accounts payable and other current liabilities 1,547 1,547
TOTAL LIABILITIES 1,547 1,547
(Deficit) in net asset acquired (933) (933)
Goodwill resulted from acquisition 933

From the date of acquisition on 12 March 2017 until 31 December 2017, the acquired Company
contributed a loss of JD 105, If the acquisition had taken place at the beginning of the year, the Group’s
revenues and expenses would have increased by JID 1,327 and JD 1,612 respectively and Group's pretax
income would have been JD 288. The Group recorded a provision for goodwill impairment of J1) 639
during the year ended 31 December 2017, Accordingly, net goodwill amounted to JD 294 as of 31
December 2017 and recorded as part of other current assets (Note 12).

The initial accounting for this business combination was determined provisionally, as the fair values to be
assigned to the acquirees’ identifiable assets and liabilities could be determined only provisionally by the
end of the period in which the combination was effected. The Group will recognize any adjustment to
those provisional values as a result of completing the initial accounting within twelve months from the
date of acquisition,

Cash flow on aequisition
Net cash acquired with the subsidiary 411

Cash paid

Net eash acquired 411
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Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company
Notes to The Consolidated Financial Statements

31 December 2017

(In Thousands of Dinars, except for amounts in US Dollars)

(9)  ADVANCES ON PURCHASE AND MODIFICATION OF AIRCRAFTS
—y 2016 .

Advances for the purchase of Boeing 787 aircrafls 35,993 59,731

(10)  FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

017 2016

Royal Jordanian Air Academy 5,386 5,386
SITA Investment Certificates 583 611
Others 23 25

5,992 6,022
(11)  INVESTMENTS IN ASSOCIATES

Country of
incorporation Ownership Balance

2017 2016 2017 2016

Jordan IFlight Catering Company Jordan 30% 30% 4,976 5,194
Jordan Adreralt Maintenance Company

(JORAMCO) Jordan 20% 20% 8,259 8,600
Jordan Airerafl Training and Simulation Company

(JATS) Jordan 20% 20% 3,480 3,652
Al Mashrig for Aviation Services* Jordan 100% 49% - -

16,715 17,452

Movement on investments in associates was as follows:

2017 2016
Beginning balance 17,452 16,849
Company’s Share of profit for the year 1,072 2,397
Dividends (1,809) (1,794)
16,715 17,452
* During March 2017, the Company’s Board of Directors resolved to acquire the entire shares of Al-Mashrig

for Aviation Services, a private sharcholding company for one Jordanian Dinar only. Accordingly, the Group
became the sole owner of the whole shares of Al Mashriq for Aviation Services Company (Note 7).

-12-
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The following table represents the summary of the financial statements for the Group investments in associates:

Statement of financial position

Current assets
Non-current assets
Current labilities

Non-current liabilities

Net assets

Group’s ownerships percentage

Investment in associate

Statement of comprehensive
income

Revenues
Cost ol sales

Other income and expenses
Incame (loss) hefore tax

ncome tux
Profit (loss) for the year

Group's Share ol profit for the

yoar

Jordan Adrcrafl

Jordan Aircrall
Training &

13-

Maintenance Simulation
Jordan Flight Company Company Al Mashriq for
_ Catering Company UORAMCO) (JATS) Aviation Services Total
2017 2006 2017 2016 2017 2016 2007 2016 2017 2016
5,808 6,966 17,602 17,769 1,296 2,156 - 5,918 24,766 32,839
1,331 1,484 18,530 18,550 21,702 22,603 - 1.873 41,563 44,512
(3499 (3,917 (9,293) (7,179 (2,363) (2,119) - (2,403 (15,155) (15,978)
- (13,272)  (13.895) (6,669) (7.191) - (9.713)  (19,941)  (31,099)
3,700 1,503 13,567 15245 13,966 14,819 - (4,293) 31,233 30,274
30% 30% 20% 20% 20% 2% 1060% 49%
1,110 1.351 2,713 3,049 2,793 2,964 - 6,010 7,364
Jordan Airerafl Jordan Adrerafl
Maintenance Training &
. . Simulation
Jordan Flight Company Company Al Mashrig for
Catering Company: ___(JORAMOO) UATS) Aviation Services  Total
2017 2016 2017 2016 2007 2016 2017 2016 2017 2016
19770 20,857 33,929 30,544 5175 6,512 267 1,397 59,141 65,340
(13,942) (15018) (25860) (24,551) (3,578) (3,987) (446) (1,051) (43,826) (44,607
(1,329 (599)  (9,808)  (9.065) (1,249) (1,353 - (912)  (12,386) (11.929)
4,499 5.240 1,739 2928 348 1,202 (179) (566) 2,929 8,804
- (5 - - - - - - - ()
4,499 5235 (1,739) 2,928 348 1,202 (179)  (566) 2,929 8,799
1,350 1,571 (348) 586 70 240 . 1,072 2,397
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(12)  OTHER CURRENT ASSETS
w7 2006
Prepaid expenses 10,292 7926
Refundable deposits 942 1,001
Receivable from lessors — maintenance claims 8,831 10,739
Iimployees’ receivables 1,270 878
Advances to suppliers 3,056 9,700
Goodwill resulted from acquisition of a subsidiary (Note 7) 294 -
Others 2,363 2,606
27,048 32,850
(13)  SPARE PARTS AND OTHER SUPPLIES
w2006
Spare parts and supplies 16,731 14,989
Provision for decrease in inventory prices (4,223) (3,981)
12,508 11,008
Movement on provision for decrease in inventory prices was as follows:
017 2016
Beginning balance 3,981 3,981
Provision for the year B L. S _
inding balance 4,223 3,981
(149)  ACCOUNTS RECEIVABLE
2017 2016
Accounts receivable 50,381 48,633
Provision for doubtlul debts (14,764) (14,761)
35,017 33,872

—————

As of 31 December 2017, trade receivables at nominal value of JI 14,764 (2016: JD 14,761) were impaired and

fully provided for.
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Movement on provision for doubtful debts was as follows:

7 006
Beginning balance 14,761 14,637
Provision for the year 12 133
Bad debts written off ¢ _ 9
Ending balance 14,764 14.761

As at 31 December, the aging of unimpaired trade receivables was as follows:

Past due but not impaired o

Neither past

due nor 1-30 3160 6190 91 - 180 181-360
~impaired days — days days  days _days Total
2017 6,936 19,284 2,884 1,958 3,317 1,238 35,617
2016 2,782 20,077 3,019 2,523 2,768 2,703 33,872

Based on the Group’s management estimates, the unimpaired receivables are expected, on the basis of past
experience, to be fully recoverable. The Group obtains bank guarantees as collateral from the majority of ils
general sales agents and cargo receivables. The Group does not obtain collateral over other receivables, therefore,

they are unsccured.

(15)  CASIT AND BANK BALANCES

w17 2006
Cash and bank balances 27,514 12,944
Short term deposits*® 28,709 62,202
Cash in transit ** _ 16,696 17,728
Cash and cash equivalents 72,919 92,874
Short term deposits mature after 3 months *%* 28,474 49,100

C 01393 141,974

* This item represents deposits in Jordanian Dinar in Jordanian Banks as of 31 December 2017 with an
inferest rate ranging between 4,5% — 5% (2016: 3% — 3.65%) and are due within three months,

#% This item represents cash received on tickets sales and other sales during December that were deposited in the
Company’s bank accounts during January of next year.

##* This item represents deposit in Banks in Jordanian Dinar (JD 20,752) and Sudanese Pound (215,302 thousand
Sudanese Pound which is equivalent to JD 7,722) (2016: 40,000 Jordanian Dinar and 191,084 Sudanese pounds
which is cquivalent to JD 7,022) as of 31 December 2017 with an average interest rate of 5.13% (2016: 4.5%)
and are due within four months (2016: cight months).

thy £
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(16)  PROPERTY AND EQUIPMENT HELD FOR SALE

During 2016, the Board of Dircctors resolved to sell on Airbus aireraft A-310. Accordingly, the Aircraft was
classified as property and equipment held for sale as at 31 December 2016 in the consolidated statement of
financial position at JID 1,064, which represents the aireraft’s Tair value less cost to sell. Impairment loss of 1D 395
was recorded in the consolidated income statement for the year ended 31 December 2016 being, the difference
between the aircrafl’s carrying value and fair value less cost to sell as at 31 December 2016. The aircraft was sold
during 2017, no additional losses resubted for the year ended 31 December 2017,

(17)  SHAREHOLDERS' EQUITY

- I"aid in capital 2017 _ 2016
Authorized capital (246,405 shares of JD 1 each) 246,405 246,405
Yaid in capital 146,405 146,405

Payments in respeet of capital inerease

The General Assembly approved in its extraordinary meeting held on 2 May 2015 to reduce the Company’s capital
in an amount of JD 37,968 to become JD 46,405 through writing off part of the accumulated losses. Those
procedures were completed at the Ministry of Industry and Trade on 26 July 2015, The General assembly also
approved the Governments private and / or general subscriptions in 50% of the first tranche of the suggested
capital increase of JD 100 million (JD 50 million). The Government shall subseribe in 100% of the amount of
capital increase (JD 100 million) in the event that the other sharcholders do not subscribe in the remaining 50%.

The Company’s paid in capital was increased during January 2016 by JD 60,120 million to beecome JD 106.5
million. Furthermore, the Company’s paid in capital was increased during April 2016 by JD 39.9 million to
become J1 146.4 million.

The Prime Ministry resolved in its meeting on 6 September 2017 to approve government’s subscriptions presented
by Governmental Investment Management Company in 50% of the second tranche of the suggested capital
increase of 11 100 million (JD 50 million). The government shall subscribe in 100% of the capital increase if the
major shareholders do not subseribe in the ramming 50%. Subseription was completed through eapitalization of JD
25 million of the amounts due to the Governmental Investment Management Company and through cash payments
of the remaining amount. Subseription was calculated using the share price in Amman Stock Exchange “ASE” on
the date of the resolution (JD 0.390). Accordingly, an amount of JI) 25 million was reclassified from long term
liabilities to advance payments over capital increase in the consolidated financial statements as at 31 December
2017. The remaining amount of the second tranche will be subseribed during 2018,

- Statutory Reserve

As required by Jordanian Company Law, 10% of the profit before income tax is transferred to statutory reserve.
This reserve is not available for distribution to the sharcholders.
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(18)  BANK LOANS

2017 2016
Loan’s Installments __Loan’s Installments
Short term Long term  Short term  Long term
Syndicated foan* 38,879 120,310 35,847 145,713
Less: directly attributable transaction costs** (780) (1,625) (780) (2,405)
38,099 118,685 35,067 143,308

*On 20 December 2015, the Group signed a new syndicated loan agreement amounted to USD 275 million
which is equivalent to JD 195 million, the loan bears annual interest rate of 3 months LIBOR plus 3%. The
loan is repayable in 49 monthly installments. The first installment amounting to JD 3 million fell duc on 20
January 2017 and the last installment will fall due on 20 January 2021,

According to the loan agreement, the Company is obliged to transfer the proceeds from its sales from travel
agents (GSA) in 23 stations that are collected through IATA to the Company's account at Al-Mashreq Bank

as a collateral.

Principal installments payable during the year 2018 and after are as follows:

NYear . b
2018 38,879
2019 47,839
2020 66,699
2l I«

159,189

(19)  OBLIGATIONS UNDER FINANCE LEASES

S . AT - . S —

o E-19s o Bl7s 0 B787 0 Total -195 E-175 B-787  Totl
Long term ebligations - - 114,534 114,534 - 1,976 61,290 63,260
Current obligations ) - 1,975 8,869 10,844 3.058 3,770 4312 11,740
- 1,975 123,403 125,378 3,658 5,746 65,602 75,006

= E-195 Lease Agreement - Aireraft Number 107

The lease agreement was signed on 17 September 2007 with a total amount of USD 22,500,000 (JD 15,957). The
term of the agreement is for 10 years. Interest on the lease was computed based on LIBOR plus 0.75%. The lease
provides for 40 quarterly installments commencing on 20 December 2007, The Group has settled all lease balance
during September 2017 (the outstanding balance amounted to 1 1,575 as at 31 December 2016).

- E-195 Lease Agreement - Abveraft Number 131

The lease agreement was signed on 17 September 2007 with a total amount of USD 22,500,000 (JD 15,957). The
term of the agreement is for 10 years. Interest on the lease was computed based on LIBOR plus 0.75%. The lease
provides for 40 quarterly installments commencing on 20 February 2008. The group has settled all lease balance
during December 2017 (the outstanding balance amounted to JD 2,083 as at 31 December 2016).

Pledge release procedures were completed during September 2017 and December 2017 for the Embrear 195
number 107 and the Embrear E195 number 131 aircrafts. The Group has settled all lease balances related to the
lease contracts of these aircrafts,

sl
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- E-175 Lease Agreement - Aireraft Number 223

The lease agreement was signed on 17 September 2007 with a total amount of USD 21,000,000 (JD 14,894,
The term of the agreement is for 10 years. Interest on the lease was computed based on LIBOR plus 0.75%.
The lease provides for 40 quarterly installments commencing on 15 August 2008, As of 31 December 2017,
the outstanding balance was JD 987 (31 December 2016: 1D 2,873).

- E-175 Lease Agreement - Aireraft Number 232

The lease agreement was signed on 17 September 2007 with a (otal amount of USD 21,000,000 (JD 14,894),
The term of the agreement is for 10 years. Interest on the lease was computed based on LIBOR plus 0.75%.
The lease provides for 40 quarterly installments commencing on 15 September 2008. As of 31 December
2017, the outstanding balance was JD 988 (31 December 2016: 1D 2,873).

- B-787 Lease Agreement - Aireraft Number 37984

The lease agreement was signed on 15 November 2016 with a total amount of USD 92,500,000 (JD 65,602).
The term of the agreement is for 12 years. Interest on the lease was computed based on LIBOR plus 3.25%.
The lease provides for 48 quarterly installments commencing on 15 February 2017, As of 31 December 2017,
the outstanding balance was 112 61,291 (31 December 2016: 65,602),

- B-787 Lease Agreement - Aireraft Number 37985

The lease agreement was signed on 15 January 2017 with a total amount of USD 92,031,250 (JD 65,270).
The term of the agreement is for 12 years. Interest on the lease was computed based on LIBOR plus 3.25%,
The lease provides for 48 quarterly installments commencing on 15 April 2017, As of 31 December 2017, the
outstanding balance was 1D 62,112 (31 December 2016: nil).

The Company has mortgaged the Embracr airerafts E-175 and Boeing B787 aircrafls for the finance lease
agreements for those aircrafis,

Principal installments payable during 2018 and after relating to aircrails delivered up to 31 December are as

{ollows:

Year Amounts
2018 10,844
2019 9,253
2020 9,653
2021 10,071
2022 and afler 85,557

125,378

Minimum lease payments under all finance leases are as follows:

2017 2016
Total minimum lease payments 165,301 93,408
Interest (39,983) (18,402)

125,378 75,0006
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(200 OTHER LONG TERM LIABILITIES

2017 2016
Provision for end of service indemmity 433 789
Maovement on provision for employee’s end of service indemnity was as follows:
2017 2016
Beginning balance 789 1,065
Provision for the year 82 12
Payments during the year @) (288)
433 789
(21)  ACCRUED EXPENSES
2017 2016
Accrual for [lying operations expenses 49,660 53,011
Accrued operating lease payments 13,087 17,221
62,747 70,232
(22)  ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES
2017 2016
ShortTerm  Long Term Short Term_Long Term
Fuel suppliers® 1,800 16,764 11,062 36,929
Government of the Hashemite Kingdom of Jordan
(note 34+ 9,706 - 16,200 34,516
Spare parts suppliers and accounts payable 12,099 - 10,950 -
Ministry of Finance (note 34) 1,581 - 1,919 -
Lmployees Provident fund 4,473 - 5,009 -
Others 32,264 - 24,450 -
61,923 16,764 69,590 71,445

¥ During 2016, the Company signed an agreement with Jordan Petroleum Refinery to reschedule an amount of
JD 83,024 over 60 monthly installments of JD 1,383.7 cach with an annual interest rate of 4.4%. The first
installment fell due on 30 April 2016.

During 2017, interest rate decreased 1o 0.5%. Accordingly, the liability was recorded at its fair value of JD
45,483 which was caleulated by discounting the future cash flows using the average interest rate of’ 4.4%
which is equivalent to the Company’s average borrowing rate for 2017, The difference between the fair value
and the liability balance of JD 2,346 was recorded as other income in the consolidated income statement for
the year ended 31 December 2017, This amount will be recognized as finance costs in subsequent periods.
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“* During 2016, the Company signed an agreement with the Hashemite Kingdom of Jordan - Ministry of
Finance to reschedule an amount of J1) 49,435 over 51 monthly installments of JD 969.3 each with an annual
interest rate of 0.5%. The first installment fell due on 30 June 2016.

The liability was recorded at its fair value of JID 46,361 which was calculated by discounting the future cash
flows using average interest rate of 3.5% which is equivalent to the Company’s average borrowing rate for
2016. The difference between the fair value and the liability balance of JI 3,074 was recorded as other
income in the consolidated income statement for the year ended 31 December 2016, This amount will be
recognized as finance costs in subsequent periods. An amount of JD 2,847 was recorded as finance costs
during the year ended 31 December 2017,

The Prime Ministry resolved in its meeting on 6 September 2017 to approve governments’ subscription
presented by Governmental Investment Management Company in the first part of the second tranche of the
Company’s capital increase. An amount of JD 25 million was transferred from amounts due to the government
to Management Investment Management Company. Accordingly, an amount of JD 25 million was reclassificd
from long term liabilitics to advances in respect of capital increase as of 31 December 2017 (Note 17).

(23)  DEFERRED REVENUES

w7 2006

Unutilized passenger tickets, air way bills and other service sales 45,482 28,880
Deferved revenue — Jordan Flight Catering Company™*** 1,025 1,325
46,507 30,205

#%% Alia — The Royal Jordanian Airlines Company signed an 11.5 years catering contract with Jordan Flight
Catering Company during January 2010, and in retumn the Company was granted an additional share of
10% in Jordan Flight Catering Company. The grant was recorded as deferred revenues to be amortized over
the catering contract period of 11,5 years, which will expire during 2021,
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(24)  REVENUES

Scheduled Services
Passengers

Cargo

Iixcess baggage
Airmail

Total scheduled services (note 35)

Chartered flights (note 35)

Commereial revenues from arriving and departing airerafts of other companies
Revenues from technical and maintenance services provided (o other companies

Cargo warchouse revenues

First class services revenues

Revenues from services provided to other aviation companies
Revenues from NDC (Galileo)

Change of reservation revenues

Other revenues

(25)  COST OF REVENUES

Flying operations costs
Airerall Fuel
Other flying operations costs

Total flying operations costs

Repair and maintenance

Adreraft rental expensces

Depreciation of aircralt and engines and capitalized maintenance
Stations and ground services

Ground handling unit

Passenger services

Q=

2017 2016
487,351 477,957
34,648 33,811
4,374 4,742
6,619 6,480
532,992 522,990
27,287 15,851
11,235 9,354
3,983 4,690
13,909 11,159
4,721 4,960
1,749 1,870
3,335 3,557
6,204 6,825
17,756 17,015
623,231 598,271
o 2017 2016
121,450 102,374
78,929 73,948
200,379 176,322
73,744 82,104
80,647 85,386
29,550 20,343
03,5360 61,183
22,085 22,192
73,842 80,138
543,783 527,668
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Employees benefits expenses included in cost of revenues are as follows:

217 2016
Salaries and wages 43,944 46,451
Overtime 2,490 2,744
ind of service indemmnity 1,462 1,647
Social Seeurity contribution 5452 5,815
Provident fund contribution 3,241 3,350
Medical expenses 1,970 2,022
Other benefits 2493 2,529
61,052 64,558
(26) OTHER INCOME - NET

2017 2016
Interest income 2,449 4,382
Others 572 2,892
3,021 7,274

(27) GENERAL AND ADMINISTRATIVE EXPENSES

2017 ~ 2016

Salaries and wages 6,957 7,511
Computer expenses 2,694 2,711
Depreciation 2,499 1,487
Professional and consultation expenses 1,612 64
Employees benefits 622 616
Overtime 246 289
Medical expenses 578 664
Lind of service indemnity 403 429
Social security contribution 755 874
Provident fund contribution 511 562
Life insurance 194 203
Rent 435 350
Maintenance and cleaning expenses 192 102
Water, electricity and heating 590 654
Communication expense 173 138
Legal expenses 527 383
Others 3,807 3,453
22,795 20,590
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(28)  SELLING AND MARKETING EXPENSES

2017 2016

Commission 18,387 17,073
Salaries and wages 10,949 11,506
Marketing and advertisement 3,158 3,292
Other employee benelits 2,560 2,566
Rent 2,005 2,024
Social sceurity contribution 1,805 1,797
Overtime 192 197
Medical expenses 765 793
End of service indemnity 165 647
Provident fund contribution 286 316
Life insurance 76 67
Maintenance and cleaning expenses 187 215
Walter, electricity and heating 199 193
Computer expenses 650 367
Depreciation 231 229
Communication expenses 793 674
Legal expenses 238 238
Consulting expenses 70 71
Others 1,741 2,780
44,463 45,045

(29)  FINANCE COSTS

w7 2006

Interest on loans 7,618 12,786

Interest on finance leases contracts 5,861 340

Other interest and bank charges 1,008 1,295

14,487 14,621

(30)  PROVISION FOR VOLUNTARY TERMINATION

During March 2017, the Company signed a labor collective contract with union of workers in Air Transport and
Tourism as requested from some of the staff who decided to terminate their services voluntarily. The agreement
covering the period from 15 March 2017 to 30 April 2017. Accordingly, the Company has recoded a provision
amounted to JD 1,243 for the year ended 31 December 2017 which represents the accrued amounts for
employees who applied to the plan and management approved their applications (31 December 2016: the
Company has recorded a provision amounted to JD 3,501 against the labor collective contract covering the
period from 1 April 2016 to 30 October 2016).
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Movement on provision was as follows:

2017 2016
Provision at the beginuing of the year 139 -
Provision provided during the year 1,243 3,501
Payments during the year (1,217) (3,362)
165 139

(31)  OPERATING LEASE COMMITMENTS

As of the date of these consolidated financial statements, Alia — The Royal Jordanian Airlines Company has
future commitments which represent operating lease agreements in respect ol six Airbus A-320 aircrafts, (wo
Airbus A-321 aircrafts, four Airbus A-319 aircralls, one Embraer E-175 aircrafi | and five Bocing B-787
aircralls.

Payments under the operating leases are detailed as follows:

Year _Amount
2018 67,948
2019 57,775
2020 50,309
2021 47,521
2022 and after 194338
(32) EARNINGS PER SHARE
w7 2016
Profit (loss) for the year attributed to the cquity holders of the parent (*000) 246 (24,605)
Weighted average number of shares (000 146,405 146,405
Basic and diluted earnings (losses) per share (JD) 0.0017 (0.168)

(33) INCOME TAX

The income tax appearing in the consolidated income statement represents the lollowing:

2017 ~ 2016
Current year’s income tax charge 34 80
Deferred Tax Assets
Related to temporary differences additions o0~ -

Income tax expense

194 80

Provision for income tax was calculated for the years 2017 and 2016 in accordance with Jordanian Income Tax
Law No. (34) ol 2014,

Provision for income tax charge during the years 2017 and 2016 with an amount of JD 34 and JD 80 represent
the income tax expense incutred by Royal Tours for Travel and Tourism Company and Royal Wings Company
~ Limited Liability Company (Subsidiaries) for the year ended 31 December 2017 and 2016, respectively.

The Income and Sales Tax Department raised a claim to RJ by an amount of JD 701 which represents sales tax
differcnces for the years 2012, 2013 and 2014, The Company appealed the case at the Tax Court. The case is
still outstanding up to date of the consolidated financial statement, Although results of the case can not be
determined accurately, management believes that no malterial liability is likely to result,

The Company filed its tax return for the years 2016 and 2015, The Income Tax Department has not reviewed the
Company’s accounting records up to the date of the consolidated financial statements.
24-
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The Company reached a final settlement with the Income Tax Department up to the year 2014,
Royal Wings Company reached a final settlement with the Income Tax Department up 1o the year 2014,

Royal Tours for Travel and Tourism Company reached a final seitlement with the income tax department up to
the year 2014.

Al-Mashriq for Aviation Services Company filed its tax return for the years 2016 and 2015. The Income "Tax
Department has not reviewed the company’s accounting records up to the date of the consolidated financial
statements.

Al-Mashriq for Aviation Services Company reached a final settlement with the income tax department up to the
year 2014,

Movement on provision for income tax was as follows:

2017 2006
Beginning balance 63 232
Current year's income tax charge 34 80
Income tax paid (63 (249
linding balance 34 63
Movement on deferred tax assels was as follows:

2017 2016

Beginning balance 15,080 15,080
Deferred tax assets for the year o (aevy -
Inding balance 14,920 15,080
Reconciliation between accounting profit and taxable profit

7 ~ 2016
Accounting prolit (loss) 468 (24,491)
Non-taxable profits (1,072) (1,798)
Non-deductible expenses 1,545 23,609
Prior years tax losses (129,288) (126,608)
Accumulated tax losses (128,347) (129,288)
Relates to:
Total loss — Parent Company (128,0306) 128,838
Total loss — Subsidiarics 311 (450)
Effective income tax rate for Subsidiaries 20% 20%
Statutory income lax rate 20% 20%
Current year income tax — Subsidiaries 4 80
[ncome tax expense 34 80

Ay B
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(34)  RELATED PARTY TRANSACTIONS

Related party transactions represent transactions with associated companics, employees’ Provident fund, and the
Government of the Hashemite Kingdom of Jordan. Pricing polices and terms of these transactions are approved
by the Group's management,

Following is a summary of balances due to/ from related parties included in the consolidated statement of
financial position:

2017 206
Accounts Accounts Accounts  Accounts
receivable  payable  receivable  payable
Government of Jordan 3,830 11,287 4,026 52,635
Employees’ Provident Fund - 4,423 - 5,009
Jordan Aircralt Maintenance Company 3 14 674 -
Jordan Flight Catering Company - 2,294 - 1,659
Jordan Aireraft Training and Simulation Company - 269 7 457
Al Mashriq for Aviation Services - - 105 -
3,833 18,287 4,812 59,760
2017 o 2006

Payments in respect of capital increase — included in sharcholders equity:

Governmental Investment Management Company - 25,000 -

- Following is a summary of the transactions with associated companies included in the consolidated income

statement:
2017 2016

Jordan Aireraft Maintenance Company (JORAMCO):
Scheduled services revenues 168 166
Repair and maintenance expenses . (4,958) (5.217).
Jordan Flight Catering Company:
Passenger services expenscs (16,162) (17,951)
Jordan Aiveraft Training and Simulation Company:
Scheduled services revenues 11 79
Pilots training expenses (721) (1,525)

The Company signed a 4 years maintenance contract with Jordan Aireraft Maintenance Company (JORAMCO)
during January 2005, and in return the Company was granted a 20% share in Jordan Aircrall Maintenance
Company. The contract was extended for 7 years up (o the end of October 2016. The contract was renewed up to
the end of January 2018, Management will agree on contract renewal during 2018,

The Company signed a 4 year training contract with Jordan Aireraft Training and Simulation Company during
July 2006 and in return the Company was granted a share of 20% in Jordan Aircraft Training and Simulation
Company which has been extended until the end of January 2018, Management will agree on contract rencwal
during 2018.

Alia — The Royal Jordanian Airlines Company signed a 11,5 years catering contract with Jordan Flight Catering
Company during 2010, and in return the Company was granted an additional share of 10% in Jordan Flight
Catering Company to reach a total share of 30%.
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- Tollowing is a summary of the transactions with the Government of’ the Hashemite Kingdom ol Jordan
included in the consolidated income statement;

2017 2016
Scheduled services revenues — passengers 4,860 4,729
Scheduled services revenues — cargo 1,520 1480
Charter flights 1,777 998
' 8,157 7,207

- The Company’s contribution to the employees’ saving fund amounted to JD 3,702 and JD 4,127 for the
years 2017 and 2016, respectively.

Compensation of key management personnel
The remuneration of members of key management during the year was as follows:
1) VA—-

Salaries and other benefits 552 425
Board of Directors remuncration 51 70

(35)  GEOGRAPHICAL DISTRIBUTION OF REVENUES

All operations are integrated under the airline business. The Group does not have any segment information other
than the peographical distribution of revenues, which is used by the management execulives to measure the
Group's performance:

) ~2017 . o 2016 - .
Scheduled Chartered Flights Scheduled Chartered Flights

services  Passengers Cargo  Total  services  Passengers Cargo  Total

Levant 71,921 13,278 2,499 87,698 72,294 4,638 2,126 79,058
Europe 139,451 4,467 1,462 145,380 133,256 1,357 929 135,542
Arab Gulf 129,974 908 490 131,372 123,651 24 121 123,796
America 123,073 - 3,401 126,474 115,867 3,805 2440 122,112
Asia 53,391 379 298 54,068 59,653 - - 59,653
Afiica 15182 105 - 15,287 18269 246 165 18,680
Total Revenune 532,992 19,137 8,150 560,279 522,990 10,070 5,781 538,841

(36) FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities.,

Financial assets consist of cash and bank balances, accounts receivable, financial assets at fair value through
other comprehensive income, and some other current assets. Financial liabilities consist of accounts payable,

bank loans, obligations under finance leases and some other current liabilities.

The fair values of financial instruments are not materially different from their carrying values.
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(37)  Fair Value Hierarchy

The Group uses the following hicrarchy for determining and disclosing the fair value of financial instruments by

valuation technigue:

Level | - market prices in active markets for identical assets or liabilities

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

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

unobservable

31 December 2017 ~ Level Level 2 Level 3 Total
Financial assets:
Financial assets at fair value through other

comprehensive income - - 5,992 - 5’99__2
31 December 2016 Level |  Level2 Level 3 Total
Financial asscts:

Financial assets at fair value through other _
- 6,022 - 6,022

comprehensive income

(38) RISK MANAGEMENT
Interest rate risk

The Group is exposed to interest rate risk on its interest bearing financial assets and liabilities (bank deposits,
obligation under {inance lcases and bank loans).

The sensitivity of the consolidated income statement is the effeet of the assumed changes in interest rates on the
Group’s profit for onc year, based on the floating rate financial assets and financial liabilities held at 31
December 2017,

The following table demonstrates the sensitivity of the consolidated income statement to reasonably possible
changes in interest rates as of 31 December 2017, with all other variables held constant,

Increase in Effect on
_interest rate profit
2017- (points)
Currency
uUsDh 50 (1,410)
D 50 246
Deercase in LEffect on
_inferest rafe profit
(points)
Currency
ush (25) 705
D (25) (123)
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Increase in Effeet on
inferest rate ) loss
2016- (points)
Currency
usDp 50 1,322
D 50 (511)
Deerease in Elfect on
__interest rate loss
(points)
Currency
usp (25) (661)
D (25) 256

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss,

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

The Group provides its services (o a large number of customers. No single customer accounts for more than
10% ol outstanding accounts receivable at 31 December 2017 and 2016.

Liquidity risk

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

The table below summarises the maturities of the Group’s (undiscounted) financial liabilities at 31 December
2017 and 2016, based on contractual payment dates and current market interest rates.

More
Less than Jto 12 ftos than §
31 December 2017 ~Jmonths  months  years  _ years Total
Accounts payables and other current liabilities 2,473 59,525 16,689 . 78,867
Bank loans 12,144 33,126 127,136 - 172,400
Obligations under finance leases 5,037 11,143 75,593 72,988 165,301
Other long term liabilities - - - 433 433
Total 20,254 103,794 219,418 73,421 416,887
More
Less than Jto 12 [to5 than 5
31 December 2016 Jmonths  months  years  years  Tofal
Accounts payables and other current liabilitics 17,542 52,627 73,279 - 143,448
Bank loans 9,275 27,826 150,813 - 187,914
Obligations under [inance leases 3,711 10,750 36,829 42,118 93,408
Other long term liabilities - - 355 434 789
Total 30,528 91,203 261,276 42,552 425,559
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Currencey risk

The table below indicates the Group’s foreign currency exposure at 31 December, as a result of its monetary
assets and liabilities. The analysis caleulates the effect of a reasonably possible movement of the JD currency
rate against the foreign currencies, with all other variables held constant, on the consolidated statement of

income.
2017 -
Increase in
Joreign
currency rate
to the JD Effect on
Currency _crrerency profit
(%)
Euro 1 50
GBP 1 30
SDG 1 59
Decrease in
Soreign
currency rale
to the JD Effect on
Currency carrency profit
(")
Euro (n (50)
GBP () (36)
SDG (1 (59)
2016 -
Increase in
Joreign currency
rate to the JD Effect on
Currvency _ewrency  loss
(%)
Euro [ (30)
GRBP I (16)
SDG I (70)
~ Decrease in
oreign currency
jmh{’ to the Jl)} Effect on
Currency _currency  oss
(%)
BEuro | 30
GBP | 16
SDG 1 70

The Jordanian Dinar exchange rate is fixed against the U.S. Dollars (USD 1.41 for J1D 1),

Gains on foreign exchange rate differences amounted to JD 206 for the year ended 31 December 2017 (31
December 2016: foreign currency loss of JID 20,468. JD 19,000 out of JI 20,468 resulted from the drop in the
value of the Sudanese pound and the Egyptian pound as a result of the incentive rate imposed on Sudanese
pound, in addition to the Egyptian Government decision to unpeg the Egyptian pound).
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(39)  CAPITAL MANAGEMENT

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

The Group manages its capital structure and makes adjustments to it in light of changes in business conditions.
As disclosed in note 17, the Company’s capital was increased by JD 100 million during 2016, The Prime
Ministry resolved in its meeting on 6 September 2017 (o approve governments subscription presented by
Governmental Investment Management Company by 50% of the second tranche of the Company’s capital
increase amounted to JD 100 million (JD 50 million). The government shall subseribe in 100% of the capital
increase i’ the major sharcholders do not subscribe the remaining 50%. Accordingly, an amount of I 25
million was reclassified from amounts due (o government to Governmental Investment Management Company.
Subseription was through capitalization of amounts due to Governmental Investment Management Company of
I 25 million and through cash payments for the remaining amount. Subscription was calculated using the share
price in Amman Stock Exchange “ASE” on the date of the resolution which amounted to JI 0.390 per share.
Accardingly, an amount of JI) 25 million was reclassilied from long term liabilities to advance payments over
capital increase in the consolidated financial statements as at 31 December 2017, The remaining amount of the
second tranche will be subseribed during 2018,

Capital comprises of share capital, payments in respect of capital increase, statutory reserve and accumulated
losses and is measured at J1) 96,307 as at 31 December 2017 (2016: JD 71,111).

(40) CONTINGENCIES AND COMMITMENTS

Bank guarantees

As of 31 December 2017, the Group had letters of guarantee amounting to JD 15,034 (2016: 1D 24,030).

Claims against the Group

The Group is a defendant in a number of lawsuits amounting to JD 17,038 (2016: ID 15,466) representing legal
actions and claims related to its ordinary course of business. Related risks have been analyzed as to the
likelihood of occurrence, although the outcome of these matters cannot always be ascertained with preeision,
The management and their legal advisors believe that no material liabilities are likely to result.

Caprital conunitinents

As of 31 December 2017, the Group had capital commitments of USD 508,539,929 (2016: USD 604,326,155),
equivalent to JD 360,667 (2016: JD 428,600) relating to finance lease agreements signed for four new aircralts.
The Group has the option not to purchase three aircralls given that it informs the airerafis producer during a
maximum period of thirty seven months prior to the date of delivery of these aircrafls, Capital commitments for
these three airerafts amounted to USD 423,714,932 which is equivalent to J1 300,414 as at 31 December 2017,
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(41)  STANDARDS ISSUED BUT NOT YET EFFECTIVE

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

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9, IFRS 9 brings together all three
aspeets ol the accounting for financial instruments project: classification and measurement, impairment and
hedge accounting. The Company has implemented the first phase of IFRS 9 as issued during 2009. The date of
initial implementation of the first phase of IFRS 9 was | January 2011,

The new version of IFRS 9 is effective for annual periods beginning on or afler | January 2018, with carly
application permitted. Except for hedge accounting, retrospective application is required; but providing
comparative information is not mandatory. For hedge accounting, the requirements are generally applied
prospectively, with some limited exceptions

The Company plans (o adopt the remaining phases on the effective date and will not restate comparative
information,

(a) Classification and Measurement

The Group does not expect a material impact on its balance sheet or equity on applying the new classification
and measurement category of IFRS 9,

Loans as well as trade receivables are held to colleet contractual cash flows and are expected to give rise to cash
Nows representing solely payments of principal and interest. The Group analysed the contractual cash flow
characteristics of those instruments and concluded that they meet the criteria for amortised cost measurement
under IFRS 9. Therefore, reclassification for these instruments is not required,

(b) Impairment

[FRS 9 requires the Group to record expected credit losses on all of its debt securities, loans and trade
receivables, cither on a 12-month or lifetime basis. The Group will apply the simplified approach and record
lifetime expected losses on all trade receivables. The Group has estimated that the additional provision to be
recorded resulting from the expected credit loss from its trade receivables will not be material compared to the
current requirements of provisioning for doubtful trade receivables.

1FRS 15 Revenue from Contracts with Customers

[IF'RS 15 specifies the accounting treatment for all revenue arising from contracts with customers, It applies (o
all entities that enter into contracts to provide goods or services to their customers, unless the contracts are in the
scope of other IFRSs, such as IAS 17 Leases, 1FRS 15 supersedes IAS 11 Construction Contracts, 1AS 18
Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements for the Construction of Real Estate,
IFRIC 18 Transfers of Assets from Customers; and SIC-31 Revenue—Barter Transactions Involving
Advertising Services. The standard is effective for annual periods beginning on or after | Januvary 2018, and
carly adoption is permitied.

-32-



Alia - The Royal Jordanian Airlines Company (Royal Jordanian) - Public Sharcholding Company
Notes to The Consolidated Financial Statements

31 December 2017

(In Thousands ol Dinars, except for amounts in US Dollars)

During 2017, the Group has performed an impact assessment of IFRS 15, This assessment is based on currently
available information and may be subject (o changes arising from further reasonable and supportable
information being made available to the Company in 2018 when the Company adopts [FRS 15, whereas, the
Group does not expect a material impact on its balance sheet or equity on applying the requirements of TFRS 15,

Amendments to IFRS 10 and TAS 28:Sale or Contribution of Asscts between an Investor and Its Associate
or Joint Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a
subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that the gain or
loss resulting from the sale or contribution of assets that constitute a business, as defined in IFRS 3, between an
investor and its associate or joint venture, is recognised in full. Any gain or loss resulting from the sale or
contribution ol assets that do not constitute a business, however, is recognised only to the extent of unrelated

investors' interests in the associate or joint venture.

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

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of
vesting conditions on the measurement of a cash-settled share-based payment transaction; the classification of a
share-based payment transaction with net settlement features for withholding tax obligations; and accounting
where a modification to the terms and conditions of a share-based payment transaction changes its classification

from cash settled to equity settled.

Iintities may apply the amendments prospectively and are effective for annual periods beginning on or after |
January 2018, with carly application permitted.

IFRS 16 Leases
During January 2016, the TASB issued IFRS 16 “Leases” which sets oul the principles for the recognition,

measurcment, presentation and disclosure of leases,

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

difterently.

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

representing its obligation to make lease payments,

The new standard will be effective for annual periods beginning on or afler 1 January 2019, Early application is

permitted,
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IFRS 17 Insurance Contracts

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

premium allocation approach.

The new standard will be effective for annual periods beginning on or afler 1 January 2021, Early application is
permitted.

Transfers of Investment Property (Amendments to IAS 40)
The amendments clarify when an entity should transfer property, including property under construction or

development into, or out of investment property.

The amendments state that a change in use occurs when the property meets, or ceases to meel, the definition of
investment property and there is evidence of the change in use, A mere change in management’s intentions for
the use of a property does not provide evidence of a change in use.

Entities should apply the amendments prospectively and effective for annual periods beginning on or after |
January 2018. Early application of the amendments is permitted and must be disclosed.

Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
In September 2016, the IASB issued amendments to IFRS 4 to address issues arising from the different effective
dates ol [IFRS 9 and the upcoming new insurance contracts standard (1FRS 17).

The amendments introduce two alternative options for entities issuing contracts within the scope of IFRS 4, a
temporary exemption from implementing IFRS 9 to annual periods beginning belore 1 January 2021 at latest
and an overlay approach that allows an entity applying IFRS 9 to reclassify between profit or loss and other
comprehensive income an amount that results in the prolit or loss at the end of the reporting period for the
designated financial assets being the same as il an entity had applied 1AS 39 to these designated financial assets.

JEFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

The interpretation clarifies that in determining the spot exchange rate to use on initial recognition of the related
assel, expense or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability
relating to advance consideration, the date of the transaction is the date on which an entity initially recognises
the nonmonetary asset or non-moncetary liability arising from the advance consideration. Entities may apply the
amendments on a fully retrospective or prospective basis. The new interpretation will be effective for annual
periods beginning on or after | January 2018, Early application of interpretation is permitted and must be

disclosed.
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.

[FRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty that
affects the application of IAS 12 and does not apply 1o taxes or levies outside the scope of IAS 12, nor does it
specifically include requirements relating to interest and penalties associated with uncertain tax treatments, An
entity must determine whether to consider cach uncertain tax treatment separately or together with one or more
other uncertain tax treatments. The interpretation is effective for annual reporting periods beginning on or after

Fanuary 2019, but certain transition reliefs are available.

(42)  COMPARATIVE FIGURES
Some of 2016 balances were reclassified to correspond with the consolidated financial statements figures for the

year 2017 presentation, with no effect on profit and equity for the year 2016.



