Laladt Aabblusall sl Sl a o8 4
Electricity Distribution Company

Ref —\%_Q/\/H\/E/\Qj t a9l
Date:\ C NSV A sl
P L
4 af) N
N ﬂ ’
< b iaalh Adlalt (515 g¥1 A [ Babualt
Y

L0l Liadd AMalt il - 6 gada gall
2016 J3t Qs 31 (b Lygial

¢ g dgh A
gl Aicall cilan ) (3aa 5 Ay Jlad¥l g A palt CBallly Bas gall Agllall il Agh (38 50
. 2016 Js 0ls 31 )\

ol At (3ilh Iy | ghiniy

il ) | gdall .K:l.uu/ . N
XTI TEY
a Olgaddt 7 Aa AN E Sl E
SIS b ; iy 52 18 !"‘
= X o VR e ]
seeesr R Bonses pofe b il Agadt

FQp18-02 =

+962-6) 5341213 ¢s=iill (4962-6) 5331330 : widla

{ ‘ fa ﬁ s "3 SN 11183 gles 830878 1w,ua
%,o 0 ] %0 Tel, ; (+962-6) 5331330 — Fax. : (+962-6) 5341213

568 % osee oSS P.O. Box 830878 Amman 11183 Jordan



ELECTRICITY DISTRIBUTION COMPANY
PuBLIC SHAREHOLDING COMPANY

CONSOLIDATED FINANCIAL STATEMENTS

34 DECEMBER 2016



Ernst & Young Jordan
P.0.Box 1140
Amman 11118

. Jordan
Building a better
working world Tel: 00 962 6580 0777/00 962 6552 6111
Fax: 00962 6553 8300
www.ey.com/me

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Electricity Distribution Company
Amman - Jordan

Report on the Audit of consolidated the Financial Statements

Opinion

We have audited the consolidated financial statements of Electricity Distribution Company - Public
Shareholding Company (the "Company”) and its subsidiary (together the “Group”), which
comprise the consolidated statement of financial position as at 31 December 2016 and the
consalidated statement of comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Group as at 31 December 2016, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Basis for Opinion

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

A member firm ol Ernsl & Young Global Limited
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Key Audit Matters

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

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

1. Revenue recognition (Tariff)

Billing to customers, billing system and revenues at the cutoff date at 31 December 2016 are
complex and accordingly this area was considered a high risk audit area and a key audit matter.
Total revenue for the year 2016 amounted to JD 548,606,538.

How the key audit matter was addressed

Our audit procedures included considering the appropriateness of the Group’s revenue
recognition accounting policies and assessing compliance with the policies in terms of applicable
accounting standards. We have tested the Group’s internal controls over the completeness,
measurement and occurrence of revenue recognized inciuding reconciliations between sales,
cash receipts and testing the billing system controls. We obtained a representative sample of
transactions and tested proper recording and recognition. In addition, we selected a sample at
the cutoff period to check proper recognition. Additionally, we performed substantive analytical
procedures for the gross margin and sales revenues on a monthly basis.

2. Provision for doubtful debts
Judgment is required to assess the appropriate level of provisioning for doubtful debts. The Group

has large number of diversified subscribers, households, governmental entities and companies,
which increases the risk of collectability for these debts.
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How the key audit matter was addressed

We tested the methodology for calculating the provision for doubtful debts, challenged the basis
of valuation and assumptions used in identifying doubiful accounts, along with the provisioning
criteria for such accounts. In doing so, we tested the accuracy of ageing of accounts receivable
and evaluated the sufficiency of the provision against doubtful accounts.

Management's disclosures on provision for doubtful debts are included in Note 12 to the
consolidated financial statements.

3. Provision for slow moving inventories

The Group's inventories mainly consist of strategic inventories, electrical tools and spare parts.
Inventory balance as of 31 December 2016 is amounted to JD 18,489,019 representing 2.9% of
total assets. Judgment is required to assess the appropriate level of provisioning for slow moving
inventories.

How the key audit matter was addressed

We have tested the methodology for calculating the provision for slow moving inventories,
challenged the appropriateness and consistency of judgments and assumptions, the accuracy
and completeness of ageing profile of inventory, including the adequacy of provision for slow
moving and obsolete items,

Management's disclosures on provision for slow moving inventories are included in Note 11 to
the consolidated financial statements.

4, Provision for employees’ end-of-service indemnity

Judgment is required to assess the appropriate level of provisioning for employees’ end-of-service
indemnity. This area was important to our audit because of the magnitude of the amount, the
judgment involved and technical expertise required to determine the provision for employees’
end-of-service indemnity amount.
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How the key audit matter was addressed:

Our procedures included, evaluating the actuarial assumptions and valuation methodologies used
by the actuarial to assess the Group's end-of-service obligations. We also assessed whether the
key actuarial assumptions are reasonable including the adequacy of provision for end-of-service
indemnity.

Management's disclosures on the provision for end-of-service indemnity are included in Note 17
to the consolidated financial statements.

Other information included in the Group’s 2016 annual report.

Other information consists of the information included in the annual report, other than the
consolidated financial statements and our auditor's report thereon. Management is responsible
for the other information.

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

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

Responsibilities of 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 or to cease operations, or has no realistic alternative but to do so.

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

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

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

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

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

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

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 Group maintains proper books of accounts and the accompanying consolidated financial
statements and financial information presented in the Board of Directors’ report are in agreement

therewith. .
5,,@1’; + M

Amman - Jordan
28 March 2017



ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 31 DECEMBER 2016

ASSETS
NON-CURRENT ASSETS

Property and equipment

Subscribers’ and rural fils contributions assets
Projects in progress

Dispute lawsuits payments

Long term loan receivable

Deferred iax assets

Strategic inventory

Intangible assets

Investment in an associate

CURRENT ASSETS

Inventory

Accounts receivable
Other current assets
Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

EQuITY-

Equity attributable to owners of the parent -
Paid in capital

Statutory reserve

Voluntary reserve

Retained earnings

Total Equity attributable to owners of the parent
Non-controlling interests

Total equity

LIABILITIES -

NON-CURRENT LIABILITIES -

Subscribers and rural fils contributions liabilities
Advances received from subscribers

Provision for end-of-service indemnity

Deferred revenues

Unearned revenues

Subscribers' deposits

Long term loans

CURRENT LIABILITIES -

Current portion of long-term loans

Due to banks

Accounts payable

Accrued expenses and other current liabilities
Deferred revenues

Other provisions

Provision for Income tax

Total Liabilities
ToTAL EQUITY AND LIABILITIES

Notes

Tom~No oA ®

-
o ©

11

13
14

15

2016 2015

JD JD
163,589,798 148,853,289
173,969,434 169,997,273
16,532,610 7,948,249
109,362 160,728
1,062,285 980,196
1,826,373 1,573,101
14,179,090 10,755,346
26,401,509 27,942,202
1,194,560 1,090,202
398,865,011 369,290,586
4,309,929 5,520,409
227,432,208 207,707,495
15,050,018 13,001,080
458,726 2,176,622
247,250,881 228,405,506
646,115,892 597,686,092
10,000,000 10,000,000
2,500,000 2,500,000
698,677 698,677
11,400,983 6,673,806
24,599,660 19,872,483
20,579,297 19,571,283
45,178,957 39,443,776
173,969,434 169,997,273
18,675,553 18,030,228
12,761,117 10,304,239
11,208,689 13,823,571
1,566,445 1,137,259
54,574,833 48,813,458
53,201,180 57,201,190
325,937,261 319,307,218
6,000,000 2,000,000
37,049,283 33,164,062
208,530,240 188,329,154
15,837,280 9,850,347
1,282,282 1,319,042
2,915,785 2,472,740
3,284,794 1,809,753
274,999,674 238,945,098
600,936,935 658,252,316
646,115,892 597,696,092

The attached notes from 1 to 39 form an integral part of these consolidated financial statements



ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF GOMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2016

Energy sales
Cost of energy
Gross Profit

Other operating revenues, net

General and administrative expenses
Depreciation

Amortization of dispute lawsuits payments
Provision for doubtful debts, net

Provision for slow moving inventories

Operating profit

Non-core activities income
Finance income

Late payment interest income
Group's share of associate profit
Licenses amortization

Non-core activities expenses
Finance cost

Late payment interest expense

(Loss) profit from non-core activities

Profit before income tax
Income tax expense

Profit for the year
Other comprehensive income

Total comprehensive income

Profit {loss) for the year and total comprehensive

income for the year attributable to:
Shareholders of the parent
Non - controlling interest

Basic and diluted earnings (losses) per share attributable

to the shareholders of the parent

Notes 2016 2015
JD JD
548,608,538 531,017,681
(472,194,637)  (477,509,052)
26 76,411,901 53,508,629
27 4,284,212 4,092,701
28 (45,605,522) (40,876, 144)
3 (14,293,485) (13,471,172)
6 (57,534) (433,541)
12,13 (955,130) (643,005)
11 (495,332) (555,535)
19,289,110 1,921,933
29 5,507,925 4,852,725
12,942 22,415
12,106,458 8,844,227
10 139,608 135,052
(1,540,693) -

(1,034,399) (1,125,225)
(5.457,013) (4,413,165)
30 (9,813,193) (8,040,572)
(978,365) 275,457
18,310,745 2,197,390
8 (3,937,644) (1,631,132)
14,373,101 566,258
14,373,101 566,258
11,227,177 (956,473)
3,145,924 1,522,731
14,373,101 566,258

JD /Fils

25 11123 (0/096)

The attached notes from 1 to 39 form an integral part of these consolidated financial statements
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2016

OPERATING ACTIVITIES
Profit before tax

Adjustments for:

Depreciation and amortization

Gain on sale of property and equipment
Finance income

Late payment interest income
Finance cost

Late payment inierest expense
End-of-service indemnity provision
Provision for doubtful debts, net
Group's share of associate profit
Provision for slow moving inventories
Other provisions

Amoriization of deferred revenues
Impairment Loss

Working capital changes:

Inventory

Accounts receivable and other current assets

Accounts payable, accrued expense and other current liabilities
Advances from subscribers

Subscribers’ deposits

Defefred revenues

End-of-service indemnity provision paid

Other provisions paid

Income tax paid

Net cash from operating activities

INVESTING ACTIVITIES

Purchases of property and equipment.
Proceeds from sale of property and equipment
Projects in progress

Dispute tawsuits payments

Interest income received

Dividends received from associate

Net cash used In investing activities

FINANCING ACTIVITIES

Repayment of loans

Loans proceeds

Interest expense paid

Dividends to non-controlling interests
Dividends paid

Net cash (used in} from financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

Notes 2016 2015
JD JD
18,310,745 2,197,390
14,351,019 13,604,713
280,760 (119,832)
(12,942) (22,415)
(12,106,458) (8,844,227)
5,457,013 4,413,165
9,813,193 8,040,572
2,523,689 1,407,793
955,130 643,005
{139,608) {135,052)
495332 555,536
618,251 462 839
{169,010) (889,208}
1,640,693 -
(2,708,596) 3,601,219
(10,704,412) {46,972,422)
16,347,047 25,135,264
14,947,297 15,284,115
5,761,375 4,782,003
419,186 254,863
{704,001) (1,377,068)
{175,2086) (293,030)
{2,715,875) {1,814,027)
62,384,622 19,815,205
(24,256,5614) (21,125,091)
2,169,057 2,915,752
(31,965,072) (26,653,937)
{16,158) (15,511)
12,942 22,415
35,250 -
(54,020,495) {44,856,372)
- (32,855,873)
- 59,201,190
(5,329,224) {4,285,376)
(2,137,920) {2,137,920)
{6,500,000) {9,200,000)
(13,967,144) 10,622,021
(5,603,017) (14,419,146)
{30,987,540) (16,568,394)
14 (36,590,557) (30,987 ,540)

The attached notes from 1 to 39 form an integral part of these consolidated financial statements



ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

1 GENERAL

Electricity Distribution Company Public Shareholding Company (“the Company”) was established on
12 February 1998 as a public shareholding company in implementation of the Council of Ministers’
resolution dated 4 October 1997 regarding establishment of a separate company from the National
Electricity Company to undertake the distribution of electric power in the following areas: Agaba,
Ma'an, Karak, Tafylleh, Jordan valley and Eastern area, and to be 75% owned by the Government
and 25% by National Electricity Company untit privatization, in which all distributing activities assets
in National Electricity Company will revert to it. The Company was privatized in 2 July 2008 as
Kingdom Electricity for Power Investment Company purchased Government’s share at 100% of the
Company share.

The Company commenced its industrial and commercial activities on 1 January 1999.

The Company was registered in Agaba Special Economic on 1 Authority under registration No.
1101103002 on 30 October 2001 in accordance with the regulations, and instructions of the Agaba
Special Economic Zone Law No. 32 for the year 2000.

The principal activities of the Company are to purchase and distribute electric power in the area
mentioned above in accordance with the distribution license that the Company was granted in 30
June 2008 for 25 years.

According to the distribution and supplies retail license granted to the Company on 30 June 2008 by
the Energy And Minerals Regulatory Commission, the annual return from core activities has been
determined based on an average 10% off assets. The Company computed the actual realized return
from core activities, where by the net surplus of this return over the average return determined in the
license for the period from the license date to 31 December 2016 reached an amount of JD
1,194,794 knowing that this amount is still under negotiation and subject to review and adjustment
by the Energy And Minerals Regulatory Commission in accordance with the license.

According to the distribution and supplies license granted to the subsidiary company (Irbid Electricity
Distribution Commission on 30 June 2008 from Energy and Minerals Regulatory Commission, the
annual return from core activities has been determined based on an average 11.77% off assets the
company computed the actual realized return from core activities where by the net surplus of this
return over the average return dstermined in the license for the year 2016 reached on amount of JD
622,776 so that the cumulative amount till 31 December 2016 is a deficit of JD 814,825. This deficit
is deait with through the determination of the tariff for the next tariff period through the tariff
determination mythology stated in the license granted, whereas, the deficit amount will be subject to
revision and adjustment by the Energy And Mineral Regulatory Commission in accordance with the
license.

The consolidated financial statements have been approved by the Board of Directors in their
meeting held on 28 March 2017. The consolidated financial statements require approval of the
Company's General Assembly.

These financial statements are consolidated with the ultimate parent Company, Social Security
Corporation Investment Fund.



ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NoTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

(2} BASIS OF PREPARATION AND ACCOUNTING POLICY
2.1 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

The consolidated financial statements are presented in Jordanian Dinars which represent the
functional currency of the Group.

2.2 Basis of consolidation

The consolidated financial statements comprise of the financial statements of the Company and its
subsidiary as at 31 December 2016:

Year of Paid-in- % of
Company name incorporation  capital Nature of Activity ownership
Irbid Electricity Distribution Company 19567 8,000,000 Electricity distribution 55.46

The control exists when the Group controls the subsidiaries’ significant and relevant activities, and is
exposed, or has the rights, to variable returns from its involvement with the subsidiaries, and has the
ability to affect those returns. Contro! over the subsidiaries is exercised when the following factors
exist:

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

— Exposure, or rights, to variable returns from its invoivement with the investee

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

When the Group owns less than a majority of the voting rights in an investee, in this case, the Group
considers all factors and circumstances to determine whether it has control over the investee, which
include the following:

— Contractual agreements with shareholders that have voting rights in the investee
— Rights resulting from other contractual arrangements
— The Group's current and future voting rights in the investee

The Group reassesses its control over the investee when circumstances and factors exist that lead
to the change in one or more of the three factors listed above.



ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

Subsidiaries are fully consolidated from the date of acquisition being the date on which the Group
gains control, and continues to do so until the date when such control ceases. The subsidiaries
revenues and expenses are consolidated in the consolidated statement of comprehensive income
from the date the Group gains contro! over the subsidiaries until that control ceases.

Profits, losses, and all other comprehensive income items are attributed to the shareholders’ equity
of the parent company, and to non-controlling interest, even if this leads to a deficit balance. If need
arises, the subsidiaries’ financial statements are adjusted accordingly to comply with the Group's
accounting policies. All intra-group balances, transactions, unrealized gains and losses resuiting
from intra-group transactions and dividends are eliminated in full

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

- Derecognises the assets (including goodwill) and liabilities of the subsidiary

- Derecognises the carrying amount of any non-controlling interest

- Derecognises the cumulative translation differences recorded in equity

- Recognises the fair value of the consideration received

- Recognises the fair value of any investment retained

- Recognises any surplus or deficit in the statement of profit or loss and other comprehensive
income

- Reclassifies the parent's share of components previously recognised in OCI to profit or loss
or retained earnings, as appropriate, as would be required if the Group had directly disposed
of the related assets or liabilities. ' :

The Company’s subsidiary and its ownership percentages are disclosed in note (32).

2.3 Changes in accounting policies and disclosures

The accounting policies used in the preparation of the financial statements are consistent with those
used in the preparation of the annual financial statements for the year ended 31 December 2015
except for the followings:

Equity Method in Separate Financial Statements (Amendments to IAS 27 and IFRS 1)

In August 2014, the IASB amended IAS 27 Separate Financial Statements which restore the option
for entities, in the separate financial statements, to account for investments in subsidiaries,
associates and joint ventures using the equity method as described in IAS 28 Investments in
Associates and Joint Ventures. A consequential amendment was also made to IFRS 1 First-time
Adoption of International Financial Reporting Standards. The amendment to [FRS 1 allows a first-
time adopter accounting for investments in the separate financial statements using the equity
method, to apply the IFRS 1 exemption for past business combinations to the acquisition of the
investment.



ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING GOMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

IAS 1 Presentation of Financial Statements — Amendments to JAS 1

The amendments to 1AS 1 include narrow-focus improvements related to:

Materiality

Disaggregation and subtotals

Notes structure

Disclosure of accounting policies

Presentation of items of other comprehensive income (OCI) arising from equity accounted
investments

Investment entities (Amendments to IFRS 10 and |AS 28)

The amendments address the issues arising in practice in the application of the investment entities
consolidation exception and clarify that:

The exemption from presenting consolidated financial statements applies to a parent entity
that is a subsidiary of an investment entity, when the investment entity measures all of its
subsidiaries at fair value.

Subsidiary that is not an investment entity itself and provides support services to the
investment entity is consolidated. All other subsidiaries of an investment entity are measured
at fair value.

Application of the equity method by a non-investment entity that has an interest in an
associate or joint venture that is an investment entity: The amendments to IAS 28
Investments in Associates and Joint Ventures allow the investor, when applying the equity
method, to retain the fair value measurement applied by the investment entity associate or
joint venture to its interests in subsidiaries.

Amendments to IAS 16 and |AS 38: Clarification of Acceptable Methods of Depreciation and
Amortization

The amendments clarify the principle in IAS 16 and IAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part) rather
than the economic benefits that are consumed through use of the asset. As a resuit, a revenue-
based method cannot be used to depreciate property, plant and equipment and may only be used in
very limited circumstances to amortize intangible assets.
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Amendments to IFRS 11 Joint Arrangements: Accounting for Acquisitions of Interests

The amendments to IFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a business, must
apply the relevant IFRS 3 principles for business combinations accounting. The amendments also
clarify that a previously held interest in a joint operation is not remeasured on the acquisition of an
additional interest in the same joint operation while joint control is retained. In addition, a scope
exclusion has been added to IFRS 11 to specify that the amendments do not apply when the parties
sharing joint control, including the reporting entity, are under comman control of the same ultimate
controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the
acquisition of any additional interests in the same joint operation.

The implementation of the new amendments did not have impact on the Company's financial
position or performance and became effective for annual periods which started from 1 January
2016.

2- 4 Significant Accounting Polices

Property and equipment

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

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets
(expect for lands) using annual percentages as follows:

%

Buildings and constructions 2
Underground cables 3
Transformation stations and network 5-7
Subscribers’ meters 7
Telecommunication equipment 12
Computers 20
Vehicles 15
Laboratory equipments 9-20
Operating equipment 9-20
Tools 20
Other equipment 9-20
Furniture and office equipment 9-20
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Property and equipment are depreciated using the above rates after excluding fully depreciated
property and equipment.

The carrying values of property and equipment are reviewed for impairment when events or
changes in circumstances indicate the carrying value may not be recoverable. If any such indication
exists and where the carrying values exceed the estimated recoverable amount, the assets are
written down to their recoverable amount, being the higher of their fair value less costs to sell and
their value in use.

The estimated useful lives are reviewed at each year end, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
is included in the consolidated statement of comprehensive income when the asset is derecognised.

Subscribers' contributions Assets and Liabilities

These assels are stated separately based on the Energy and Mineral Regulatory Commission
regulations under non-current assets, with a similar contra liability account under non-current
liabilities with the same amount.

Subscriber's contributions assets are depreciated on a straight-line basis at 4% annually and the
liability is amortized using the same rate, thus it does not affect the financial performance of the
Group.

Rural Fils assets

This item represents the infrastructure assets to distribute electric power to rural area which are
classified as non-current assets, with a similar contra liability account classified as non-current
liabilities with the same amount based on Energy and Mineral Regulatory Commission regulations.

Rural fils assets are depreciated on a straight line basis at 4% annually, and the liability is amortized
using the same rate, thus it does not affect the financial performance of the Group.

Dispute lawsuits payments

This item represents payments made to locals as compensations for damages caused to their
properties as a result of passing electrical lines through or any other damages to their properties;
this account is amortized at 10% annually based on Energy and Mineral Regulatory Commission
regulations.
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Intangible assets

Intangible assets are classified on the basis of their useful life as definite and indefir
Intangible assets with finite lives are amortized over the useful economic life, while ir
with indefinite useful lives are assessed for impairment at each reporting date,
recorded in the consolidated statement of comprehensive income.

internally generated intangible assets are not capitalized and are expense in tt
statement of comprehensive income.

N
Indications of impairment of intangible assets are reviewed for and their useful eco
reassessed at each reporting date. Adjustments are reflected in the current a
periods.

Business combinations and Goodwill

Business combinations are accounted for using the acquisition méthod. The cost of
measured as the aggregate of the consideration transferred, measured at acquisitior
and the amount of any non-controlling interest in the acquiree.

For each business combination, the acquirer measures the non-controlling interest
gither at fair value or at the proportionate share of the acquiree’s identifiable net ass

costs incurred are expensed and included in consolidated statemient of comprehensi

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

When the Group acquires a business, it assesses the financial assets and liabiliti
appropriate classification and designation in accordance with the coniractual te
circumstances and pertinent conditions as at the acquisition date.

Projects in progress

Projects in progress are stated at cost, which represents cost of constructions, equir
costs. Projects in progress are not depreciated until they became ready for use.
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Investment in associates

The Group’s investment in its associate is accounted for using the equity method of accounting. An
associate is an entity in which the Company has significant influence and which is neither a
subsidiary nor a joint venture. Under the equity method, the investment in the associate is carried in
the consolidated statement of financial position at cost plus post acquisition changes in the Group's
share of net assets of the associate. Goodwill relating to the associate is included in the carrying
amount of the investment angd is not amortized. The consolidated statement of comprehensive
income reflects the share of the results of operations of the associate. Where there has been a
change recognized directly in the equity of the associate, the Group recognizes its share of any
changes and discloses this, when applicable, in the consolidated statement of changes in equity.
Profits and losses resulting from transactions between the Group and the associate are eliminated
to the extent of the interest in the associate

Inventories

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

Accounts receivable

Accounts receivable are stated at original invoice amount less any provision for any uncollectible
amounts. An estimate for doubtful debts is made when collection of the full or part of the amount is
no longer probable. Bad debts are written off when there is no possibility of recovery.

Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand and at banks and short-term deposits with a
maturity of three months or less.

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

Loans

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

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortization is included in finance costs in the
consolidated statement of comprehensive income.
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Borrowing costs

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

End-of-service indemnity provision

End-of-service indemnity provision is recognized when there are commitments on the Group to pay
end of service indemnity to employees. Group is committed only when there is a separate and
detailed plan, Provision is calculated based on the number of employees at the consolidated
financial statements date and in accordance with the internal policies and IAS 19.

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

Income Taxes

Income tax provision was calculated for the year ended 31 December 2016 and 2015 in accordance
with the income tax law no. (34) for the year 2014, and Aqaba Special Economic Zone law.

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

The carrying values of deferred income tax assets are reviewed at each reporting date and reduced
io 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.
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Revenue recoghnition

Power sales revenues are recognized when power are consumed by customers and reliably
measured.

Revenues are recognized upon rendering services and issuance of invoice.

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

Interest income is recognized as interest accrues using the effective interestjrate method.

Rental income is recognised on a straight-line basis over the lease term as other income. -
Revenue from Rural Fils projects are recognized in the same year the projects are completed.
Revenue from excess of subscriber's payment on completed projects is recognized on straight-line
basis using annual rate of 4% and its included. as other revenues and revenues from non — core

activities

Other revenues are recognized on an accrual basis.
Operating Lease i

Group as a lessee

Operating lease payments are recognised as an expense in the consolidated statement of income
on a straight-line basis over the lease term.

Group as a lessor

Operating lease revenue from investment properties are recognised as other income in the
consolidated statement of comprehensive income on a straight-line basis over the lease term.

10
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Fair value

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

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

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

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

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

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

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

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

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

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

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

11
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Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of
exchange ruling at the statement of financial position date. All differences are taken to the
statement of comprehensive income.

Segments information

For the purpose of reporting to management and the decision makers in the Group, a business
segment is a group of assets and operations engaged in providing products or services that are
subject to risks and returns that are different from those of other business segments.

A geographical segment is engaged in providing products or services within a particular economic
environment that are subject to risks and return that are different from those of segments operating
in other economic environments. :

Offsetting of financial instruments

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

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements but are disclosed
when the possibility of an outflow of resources embodying economic benefits is remote.

A contingent asset is not recognized in the consolidated financial statements but are disclosed when
an inflow of economic henefit is possible.

12
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2.5 Significant Accounting Judgment, Estimates and Assumptions

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

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

- A provision is booked for accounts receivable based on basis and assumptions approved by the
Company's management to estimate the required provision.

- Income tax expense is calculated and charged for the year in accordance with laws and
regulation and IFRS. Deferred tax assets and liabilities and income tax provision is calculated
accordingly.

- The management periodically reviews the useful lives of property and equipment in order to
calculate the annual deprecation expense on the general conditions of the property and
equipment and estimate the future useful lives accordingly. Impairment losses of property and
equipment are recognized in the consolidated statement of comprehensive income.

- Management derecognises property and equipment based on estimating the net book value of
disposed assets.

- Provision for slow moving items is recognized for inventory items that are not expected to be
used for more than three years. -

- End-of- services indemnity is calculated based on the Group's internal policies and actuarial
studies.

- A provision will be established against court litigations where the Group is the defendant based
on a legal study provided by the Group’s legal advisor which will determine the risk that may
oceur. These studies are reviewed periodically and the provision is adjusted accordingly.

13
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

(4) SUBSCRIBERS’ AND RURAL FILS CONTRIBUTION ASSETS

2016 2015
JD JD

Cost -
At 1 January 284,697,902 267,863,093
Transferred from project in progress 15,745,240 16,834,809
At 31 December 300,443,142 284,697,202
Accumulated depreciation -
At 1 January 114,700,629 103,539,505
Depreciation for the year 11,773,079 11,161,124
At 31 December 126,473,708 114,700,629
Net book value -
At 31 December 173,969,434 169,997,273

Subscribers' and rural fils contribution assets are depreciated at 4% annually and Subscribers
and rural fils contributions liabilities are amortized at the same rate, accordingly there is no effect
on the consolidated statement of comprehensive income. Details of subscribers and rural fils
contributions liabilities are as follows as of 31 December:

2016 2015
JD JD
Subscribers contributions liabilities 127,261,343 123,314,278
Rural fils contributions liabilities 46,708,091 46,682,995
173,969,434 169,097,273

(5) PROJECTS [N PROGRESS

The following represent projects in progress and payments made to contractors by the Group:

2016 2015
JD JD
Self funded projects 7,537,762 2,533,248
Subscribers contributions projects 7,953,219 4,748,809
Rural fils contributions projects 1,041,629 666,192
16,532,610 7,948,249

16
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Movement on the project in progress is as follows:

2016 2015
JD JD

At 1 January 7,948,249 9,864,593
Additions (issuances from stores} 23,529,347 20,134,398
Capitalized expenses® 8,023,651 6,840,675
Transferred to property and equipment (7,223,297) (12,056,608)
Transferred to subscribers and rural fils

contributions assets (15,745,240) (16,834,809)
At 31 December 16,532,610 7,948,249

The estimated cost to complete the projects in progress is approximately JD 23,964,235 as of 31

December 2016 (2015: JD 17,260,505)

*  Details of capitalized expenses on project in progress are as follows:

2016 2015
JD JD

Salaries and other benefits 6,789,183 5,880,432
End-of-service indemnity 627,190 321,137
Electricity 71,566 55,728
Water 921 4127
Heating 877 903
Telecommunications 23,711 24,687
Hospitality 10,448 15,936
Perdiem 9,735 10,126
Stationary 43,752 45,643
Cleaning 6,960 14,992
Computer Expenses 22,045 22,641
Vehicles expenses 391,311 417,466
Rent 5,154 3,602
Insurance 16,542 16,343
Other 4,156 6,912

8,023,551 6,840,675

17
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(6) __ DISPUTE LAWSUITS PAYMENTS

2016 2015
JD JD

Cost -
At 1 January 8,224,956 8,209,445
Payments during the year 16,158 15,511
At 31 December 8,241,114 8,224,956
Accumulated amortization -
At 1 January 8,074,228 7,640,687
Amortization for the year 57,534 433,541
At 31 December 8,131,762 8,074,228
Net book value - :
At 31 December 109,352 150,728

{7) LONG- TERM LOAN RECEIVABLE

This item represents loans granted to the Company's Employees Housing Fund at Murabaha
rate of 2% annually calculated based on iIslamic Murabaha. The number of employees who have
borrowed are 82 employees up to 31 December 2016 (2015: 86 employees).

(8) INCOME TAX

Deferred tax assets -

Represent deferred tax assets from the accumulated losses of all areas “except Agaba”, and
end-of-service indemnity provision.,

Movement on deferred tax liabilities is as follows:

2016 2015
JD JD
At 1 January 1,673,101 1,295,199
Charge for the year 253,272 277,802
At 31 December 1,826,373 1,573,101
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Movement on income tax provision is as follows:

At 1 January
Income tax for the year
income tax paid

At 31 December

2016 2015
JD JD
1,809,753 1,714,746
4,190,916 1,909,034
(2,715,875) (1,814,027)
3,284,794 1,809,753

The income tax for the year appearing in the statement of comprehensive income consists of the

following:

Income tax for the year
Changes in the deferred tax assets

The table below shows the reconciliation between the accounting profit before income tax and

taxable income:

2016 2015
JD JD
4,190,916 1,909,034
(253,272) (277,902)
3,937,644 1,631,132

2016
Irbid Other areas Agaba Total 2015
JD JD JD JD JD
Accounting profit 11,569,914 (11,687,589) 18,428,420 18,310,745 2,197,39C
Non - taxable revenues (631,226) (2,395,986) (819,995) (3,847,207) (4,541,287
Non — deductible expenses 2,687,508 1,719,138 389,626 4,796,272 3,022,89¢
Taxable profit 13,626,196 (12,364,437) 17,998,051 19,259,810 678,99¢
Accrued income tax
expense for the year 3,270,287 - 920,629 4,190,916 1,908,03¢
Deduct: Deferred tax
assets (253,272) - - (253,272) (277,902
Income tax expense for the
year 3,017,015 - 920,629 3,937,644 1,631,13
Statutory income tax rate 24% 24% 5% 5% - 24% 5%-24%
Effective income tax rate 26,08% - 5% 21.5 % 74.2%

Income tax provision was calculated for the year ended 31 December 2016 and 2015 in

accordance with the income tax law no. (34) for the year 2014, and Agaba Special Zone Law.
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Agaba
The Company has obtained the final clearance from Income Tax Department for all years up to
2012. The Company has submitted its tax declarations for the years 2012, 2013 and 2014.

Irbid

The Company's subsidiary obtained a final tax clearance up to the year 2013. The Income and
Sales Tax Department has not reviewed the Company’s records for the year 2014 up to the date
of these financial statements.

Other areas

The Company has obtained final clearance from Income Tax Department for all years up to
2014. The Company has submitted its tax declarations for the year 2014.

(9) INTANGIBLE ASSETS
Impairment test for intangible assets and indefinite goodwill

During 2009, the Company has purchased 55,4% share of Irbid District Electricity Company PSC
(the "Subsidiary") which resulted in intangible assets representing the distribution licence which
was granted to the Subsidiary to distribute electricity power within the specific assigned area by
the licence for 25 years, in the Company’s management opinion the licence is renewable based
on specific conditions and The Energy and Minerals Regulatory Commission approval. Also
goodwill which represents the excess in the amount paid over the faire value of the subsidiary's
assets and liability including distribution licence, for the purpose of impairment test the power
distributions was defined as cash generating unit.

Intangible assets represent the following:

2016 2015
JD JD
Electricity power distribution licence 26,962,131 26,962,131
License amortization : (1,540,693) -
Goodwill* 980,071 980,071

26,401,609 27,942,202

*Impairment test

As of 31 December 2016, the Group has performed impairment test by calculating the
recoverable amount based on the expected cash flows for the next five years which were set out
in the estimated financial budgets that prepared by the Company’s subsidiary and approved by
senior management.
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Key assumptions used
Key financial assumptions used by management to determine the cash inflows were as follows:

1. Power electricity distributions revenue: revenue from sale of electricity power is projected
by management to increase by 6% in the next five years which represents the trend in the
historical years.

2. Cost of power distributions: Based on distribution agreement, the cost of power purchased
is linked to revenue since any changes to the purchase price is often reflected on the
selling price. Therefore, management expected that cost of electricity distribution constitute
88% of revenue, which represents the trend in the historical years.

3. General and administrative expense: G&A expenses are projected by the management to
increase by 10% based on historical trends.

Discount rate
Management has used after tax weighted average cost of capital as a discount rate for the next
five years, which was 11.15%.

Conclusions
Based on the impairment test, the recoverable amount was determined at higher than the book
value. Accordingly, no impairment was recorded during the year ended 31 December 2016.

Sensitivity analysis

Group's management is not expecting changes on the basic assumptions which were used in
determine of value and leads to impairment in the recoverable amount below book value.

{10) __INVESTMENT IN AN ASSOCIATE

This item represents the Group's ownership in the shares of capital of Electricity Equipment
Industries Company LLC, direct ownership by the Company is 12.03%, and ownership through
subsidiary is 11.47% as follows

Unquoted shares — Local

31 December

Percentage of
Country ownership 2016 2015
% JD JD
Electricity Equipment Industries
Company LLC Jordan 18.3 1,194,560 1,090,202
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Movement on investment in associate is as follows:

At 1 January

Group's share in associate profit (loss)

Dividends

Ending At 31 December

2016 2015
JD JD
1,090,202 955,150
139,608 135,052
(35,250) -
1,194,560 1,080,202

Summary of Electrical Equipments Industries Company financial statements:

Current assets
Non-current assets
Current liabilities

Owners’ equity

Group ownership percentage
Actual group ownership %
Book value of investment
Revenue

Cost of sales

Administrative expenses
Finance costs

Profit before tax
Income tax expense

Profit for the year

Group’s share of profit for the year

2016 2015

JD JD
5,902,945 7,538,726
1,084,283 1,088,809
(1,903,995) (3,988,378)
5,083,233 4,639,157
23,5 23.5%
18,3 18.3%
1,194,560 1,090,202
10,552,623 12,764,451
(8,978,030)  (11,040,852)
(735,396) (867,622)
(105,939) (158,402)
733,258 697,575
(139,182) (122,886)
594,076 574,689
139,608 135,052
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(11)__INVENTORY

Medium and low voltage electrical tools and
subscribers' accessories

Tools and Vehicles spare parts

Stationary, furniture and computers equipment

Returned and damaged materials*
Deduct: provision for slow moving inventories*

Add: letter of credit and tenders expenses

Strategic inventory**

Inventory

*  The provision for slow moving inventories includes the value of all returned and damaged

materials at 31 December 2016.

**  Strategic inventory consist of high and low voltage material and other parts used in the

2016 2015
JD JD

17,832,104 14,549,815
509,005 446,477
236,045 235,275
1,072,305 1,969,411
19,649,459 17,200,978
(1,444,096) (2,177,588)
18,205,364 15,023,390
283,656 1,252,365
18,489,019 16,275,755
14,179,090 10,755,346
4,309,929 5,520,409
18,489,019 16,275,755

company projects, maintenance operations and replacements.

Movement on the provision for slow moving inventories is as follows:

At 1 January
Provision for the year
Less: write of during the year

At 31 December
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2016 2015
JD JD
2,177,588 2,005,824
495,332 555,635
(1,228,824) (383,771)
1,444,096 2,177,588
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{12) __ ACCOUNTS RECEIVABLE

2016 2015
JD JD

Normal subscribers 102,323,973 90,887,310
Water Authority and Meyahuna Company 51,167,608 54,077,499
Governmental departments 31,938,833 37,033,802
Municipality ~ Lighting the strest 11,278,618 5,925,551
Jordanian Rural electrification project 358,479 524,418
Interest on late payment * 37,556,235 25,514,544

234,623,746 213,963,124
Allowance for doubtful debts (7,191,538) (6,255,629)

227,432,208 207,707,495

*  This amount represents interest on subscribers (Government and large companies) for
power electricity sold and not collected, in accordance with electricity tariff. Interest is
calculated on accrued amount for more than 30 days from issuing the bill at 1% monthly with
cap of 9% yearly.

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

Past due but not impaired

Neither past
due nor 1-90 91-120 '
impaired days days > 120 days Total
JD JD JD JD JD
2016 79,317,813 18,565,174 13,556,417 109,103,256 227,432,208
2015 70,103,097 22,654,939 10,955,541 103,993,918 207,707,495

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable.
The Company obtains cash collateral against these receivables.

Movement on the allowance for doubtful accounts is as follows:

2016 2015
JD JD
At 1 January 6,255,629 5,691,168
Charge for the year 935,909 564,461
At 31 December 7,191,538 6,255,629
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{(13)__ OTHER CURRENT ASSETS

2016 2015
JD JD

Cheques under collection® 5,878,484 4,938,681
Debit balances — Funds 4,193,376 2,999,639
Receivables — Housing Fund 130,857 148,289
Prepaid expenses 497,325 463,674
Ministry of Public Works and Housing 107,542 139,456
Refundable checks 2,864,251 2,523,430
Others 2,413,355 2,803,862

16,085,190 14,017,031
Provision for doubtful debts (1,035,172) (1,015,951)

15,050,018 13,001,080

* There are ho due cheques not collected, and all these cheques are due during 2016.

Movement on the provision for doubtful debts is as follows:

2016 2015
JD JD
At 1 January 1,015,951 939,867
Charge for the year 19,221 78,544
Amounts written- off during the year - (2,460)
At 31 December 1,035,172 1,015,951

(14) __CASH AND BANK BALANCES

Cash and bank balances in the consolidated statement of financial position comprise of the
following:

2016 2015
JD JD
Cash on hand 47.541 28,187
Current accounts 411,185 2,148,335
458,726 2,176,522

Current accounts bear an interest rate of 1%.
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For the purpose of the consolidated statement of cash flows, cash and cash equivalents
comprise of the following:

2016 2015
JD JD
Cash on hand and at banks 458,726 2,176,522
Due to banks (Note 21) (37,049,283) (33,164,062)
(36,590,557) (30,987,540)

{(15) OWNERS EQUITY

Paid-in capital -

The Company’s authorized, subscribed and paid-capital consist of is 10,000,000 shares with
JD 1 par value per share.

Statutory reserve -

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

Voluntary reserve -

The accumulated amounts in this account represent cumulative appropriations not
exceeding 20% of the annual profit before taxation. This reserve is available for distribution
to shareholders.

Dividends -

On its ordinary meeting held on 26 April 2016, the General Assembly approved the Board of
Directors recommendations to distribute cash dividends of JD 0.65 per share with total
amount of JD 6,500,000 (2015: JD 9,200,000). Cash dividends from subsidiary for non -
controlling interest amounted to JD 2,137,920 as of 31 December 2016 (2015. JD
2,137,920).

(16) ADVANCES FROM SUBSCRIBERS

This item represents advances received from subscribers' projects; upon completion of the
project the Group settle these advances into subscribers’ contribution liabilities and deferred
revenues.
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{(17)__PROVISION FOR END-OF-SERVICE INDEMNITY

Movement on the provision for end- of- service indemnity is as follows;

2016 2015
JD JD
At 1 January 10,304,239 9,952,367
Charge for the year 2,523,689 1,407,793
Capitalized on projects in progress 558,089 242 A56
Expenses allocated to factory of poles 69,101 78,681
End- of- service indemnity paid (704,001) (1,377,058)
At 31 December 12,751,177 10,304,239

The details for the end of service indemnity provision charged for the year and capitalized to
projects under progress is as follow:

2016 2015
JD JD
Interest on obligations 648,798 588,531
Current service costs 2,602,081 1,140,399
3,150,879 1,728,930
End of service indemnity was distributed as follow:
2016 2015
JD JD
General and administrative expenses 2,523,689 1,407,793
Capitalized on projects in progress 558,089 242 456
Transferred to poles factory costs 69,107 78,681
3,150,879 1,728,930
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The principal actuarial assumptions used to determine the end of service indemnity provision is
as follow:

2016 2015
JD JD
Discount rate 6,1% 6%
Mortality rate 0,13% 0,13%
Annual increase in salaries rate 5% 5%
Resignation rate 7% 7%
Company social security contribution rate 8% 10%

The following schedule illustrates the possible changes in the current end of service indemnity
value as at 31 December, due to changes by 1% in the discount rate, the salaries increase rate
and resignation rate:

Effect on the current value of the end

increase by 1% in the rate of science indemnity provision
2016 2015
JD JD
Discount (1,632,061) (755,818)
Increase in salaries 2,775,712 1,235,588
Resignations 42,021 45019
Effect on the current value of the end
Decrease by 1% in the rate of science indemnity provision
2016 2015
JD JD
Discount 2,300,998 948,997
Increase in salaries (1,998,097) (952,099)
Resignations {(44,626) (47,820)
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(18) Deferred revenue

This item represents the difference between the amount received from subscribers, contributions
and the actual cost incurred to complete these projects. The Group amortizes this amount at 4%

annually. Movement on this item is as follows:

2016 2015

JD JD
Deferred revenue -
At 1 January 31,652,588 33,688,750
Additions: losses (2,482,632) (2,036,162)
At 31 December 29,169,956 31,652,588
Accumtlated amortization -
At 1 January 16,509,975 15,620,767
Amortization for the year (transferred to revenues) 169,010 889,208
At 31 December 16,678,985 16,509,975
Net book value
At 31 December 12,490,971 15,142,613
Current portion of deferred revenues 1,282,282 1,319,042
Non - current deferred revenues 11,208,689 13,823,571

12,490,971 15,142,613

The deferred revenues amortization (transferred to revenues) has been allocated as follows:

2016 2015
JD JD
Revenues from operating activities 130,069 187,799
Revenues from non-core activities 38,941 701,409
169,010 889,208

(19) SUBSCRIBERS’ DEPOSITS

This item represents the amount received from the subscribers as cash deposit for electricity
power supply based on Energy and Minerals Regulator Committee regulations.
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(20)__ LOANS

This item represents long term loans granted from the following:

Loan Instalments

2016 2015
Shori Long Shorl Long
Currency Term Term Toetal Term Term Tolal
JD JD JD JD JD JD
Jordan Kuwait bank JOD - 28,000,000 28,000,000 28,000,000 23,000,000
Housing bank Jab 6,000,000 25,201,190 31,201,100 2,000,000 29,201,190 31,201,120

6,000,000 53,201,190 59,201,180 2,000,000 57,201,190 69,201,190

Jordan Kuwait bank - JOD

During May 2015, the company's subsidiary has signed a loan agreement with Jordan Kuwait
Bank amounting JD 28,000,000 including a grace period of three years from the first date of the
withdrawal and that is for financing the company's capital and operational projects. The entire
loan as utilized during the year of 2015.

The Loan is repaid under 18 semi-annual instalments amounting JD 1,555,555 for each
instalment including accrued interest for each instalment. The loan bears an interest amounting
to the same interest rate applicable on the deposit of central bank of Jordan adding to it the
tmargin ratio of 2.656% maximum and the minimum amount of the interest rate applicable is 5.3%
per annum,

Housing hank - JOD

This item includes the Housing Bank for Trade and Finance loans amount of JOD 31,201,190
with a ceiling of JOD 40,000,000 with a grace period of one year, where the company has sighed
an agreement with the Housing Bank for Trade and Finance dated on 24 November 2015, with
interest rate ranging from 5% to 5.4% or PLR Rate minus 3%, whichever is less, for the first five
years of the life of the loan however from the sixth year of the life of the loan the end of the
repayment period interest will be to PLR rate minus 3% and a minimum of 5.25% per annum, the
loan is repayable in 20 equal semi-annual instalments, in which the first installment is due on 31
December 2016 were interest is to be paid every six months.

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

Year JD
2017 6,000,000
2018 7,111,110
2019 7,111,110
2020 7,111,110
2021-2027 31,867,860
Total 58,201,190
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(21)___DUE To BANKS

This item represents the credit facilities granted to the Group by several local banks with a ceiling

of JD 61,000,000 bearing an annual interest rate of 5%.

(22) ACCOUNTS PAYABLE

2016 2015
JD JD
National Electricity power Company - energy purchased 153,025,541 145,805,722
National Electricity power Company - interests on

late payment 37,217,982 27,404,788
Rural Fils deposits 4,467,110 3,996,283
Central Electricity Generating Company 56,804 57,444
Television fees deposits 2,629,087 2,462,963
Garbage deposits 5,625,399 4,127,514
Suppliers 3,198,066 2,163,022
Others 2,310,252 2,311,418
208,530,241 188,329,154

(23) ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

2016 2015
JD JD

Governmental and other deposits 4,495,739 1,275,551
Energy price received in advance 407,787 416,892
Post dated checks 1,033,011 722,711
Accrued expenses 2,384,493 2,035,836
Accrued interest 805,902 73,669
Contractors retentions 815,158 780,801
Dividends payable 1,195,985 1,046,082
Board of directors remuneration 90,000 80,769
Payables — Funds 4,193,376 2,999,639
Payables — Housing Funds 16,296 9,435
Others 499,543 398,962
15,937,290 9,850,347

31



ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
31 DECEMBER 2016

(24) _ OTHER PROVISIONS

Provisions included in the consolidated statement of financial position are as follows:

2016 2015
Employee's Social
Vacalion services services  Law suils ‘
provision provision provision  provision Total Total
JD JD JD JD JD JD
At 1 January 1,125,350 913,433 10,621 423,336 2,472,740 2,302,931
Additions 272,607 229,485 9,059 - 511,151 346,772
Employees contributions - 107,100 - - 107,100 116,067
Paid during the year (41,779) (133,427) - - {175,206) (293,030)
At January 1,356,178 1,116,591 19,680 423,336 2,915,785 2,472,740

(25) _ BASIC AND DILUTED EARNING (LOSSES) PER SHARE

2016 2015
Profit (loss) attributable to the owners of the parent (JD) 11,227 117 (956,473)
Weighted average number of shares (Share) 10,000,000 10,000,000
’ JO/ Fils JD/ Fils
Basic earnings (losses) per share attributable to owners of '
the parent 1123 (0/096)

The basic and diluted (losses) earnings per share are equal.

(26)___ GROSS PROFIT

Electricity power sales represent sales to all subscribers and cost of electricity power sales
represents the cost of electricity power purchases from National Electricity Power Company and
Other renewable energy resources.

Sales tariff price is determined by the Energy and Minerals regulatory commission, a sales tariff
price has decreased during November 2016.

Electricity power is purchased from the National Electricity Power Company and Other
renewable energy resources and tariff purchase price are determined by the Energy And
Minerals regulatory Commission tariff purchase price has increased during January 2016.
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{27) __OTHER OPERATING REVENUE, NET

Electricity power subscription and connection fees
Meters fees

Loss from rural electrification projects

Amortization of deferred revenues after July 2, 2008
Others

(28} GENERAL AND ADMINISTRATIVE EXPENSE

Salaries, wages and other

Employees’ benefits

End of service indemnity

Subscribers’ services expense

Employees’ vacation provisions

Electricity, water and heating expense

Vehicles expense

Mail, phone and fax expense

Hospitality and cleaning expenses

Perdiem and transportation expense

Stationary and printing

Stamps

Government expenses

Remuneration and incentives for different committees

Professional fees

Guardianship expense

Training expense

Computer expense

Insurance expense

Maintenance expense

Others

Transferred to non- core activities in accordance with
tariff (Note 30)
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2016 2015
JD JD

2,241,742 2,301,850
2,230,589 2,117,189
(517,898) (682,376)
130,069 187,799
199,708 168,239
4,284,212 4,092,701

2016 2015

JD JD

22,854,109 21,381,661
7,082,765 6,380,263
2,523,689 1,407,793
1,212,539 1,311,652
272,607 84,234
678,604 621,043
1,946,264 1,902,634
316,278 316,543
298,680 260,128
130,670 146,135
234,595 232 620
555,806 637,595
1,581,039 885,501
1,647,027 1,471,476
630,003 601,895
682,178 509,372
131,566 145,586
288,774 258,677
329,541 310,995
1,197,050 1,101,578
1,409,809 1,228,218
(398,071) (319,453)
45,605,522 40,876,144
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(29) REVENUE FROM NON — CORE ACTIVITIES

Poles factory net revenue

Amortization of deferred revenue up to July 2, 2008
Revenues from television fees collections
Revenues from garbage fees collections

Tenders revenue

Late payment penalties revenues

Poles leases revenues

Gain on sale of damaged goods (property and equipment)
Damage compensation revenue received

Revenue from sale of housing apartments

Others

(30) CosST OF NON — CORE ACTIVITIES

Loss from fixed assets disposal

Cost of sale of damaged goods (property and equipment)
Non- core activities in accordance with tariff (Note 28)
Board of directors remuneration

Board of director expenses

Others
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2016 2015
JD JD
965,425 448,777

38,941 701,409
403,871 383,076
1,610,181 1,303,571
76,930 69,625
346,993 373,848
305,526 319,296
120,704 34,777
883,677 390,219
92,993 89,727
662,684 738,400
5,607,925 4,852,726

2016 2015

JD JD
3,016 4,672

491,441 -

398,071 319,453
90,000 90,000
239,378 251,391
712,493 459,709
1,934,399 1,125,225
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
31 DECEMBER 2016

{(32) RELATED PARTIES TRANSACTIONS

The consolidated financial statements are consist of the financial statements of the Company and
the following subsidiary:

Paid
in capital Principal activities Ownership
JD %
Irbid District Electricity Company PSC 8,000,000  Electricity power distributions 55.4

Related pariies represent subsidiaries, major shareholders key management personnel of the
Group and associate.

Related parties transactions included in the consolidated statement of financial position:

2016 2015
Amounts due from related parties JD JD
Electricity Equipment Industries Company (Associate) - 7,162
Amount due to related parties
2016 2015
JD JD
Electricity Equipment Industries Company (Associate) 23,203 -
The following represents transactions with related parties:
2016 2015
JD JD
Purchases from Electricity Equipment Industries
Company (Associate) 3,680,124 2,251,967

The following represents transactions with related parties included in the consolidated statement
of comprehensive income:

2016 2015
JD JD
Board of Directors transportations and remuneration 469,363 474,841
Compensation of key management personnel is as follows:
2016 2015
JD JD
Salaries and other benefits 1,046,169 1,029,958
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY

NoTES To THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

(33) PARTIALLY OWNED SUBSIDIARIES

Below the financial statements for Irbid Electricity Distribution Company which

controlling interest:

Group ownership percentage
Country of incorporation and operation

Cumulative non — controlling interest balance
Non — controlling interest share of profit

Summary statement of financial position:
Current assets

Non-current assets

Current liabilities

Non-current liabilities

Owners’ equity

Attributable to:
Company's shareholders
Non-controlling interests

Summary of statement of comprehensive income:

Revenues
Expenses

Other revenues
Other expenses
Profit before tax
income tax expense

Profit of the year

Total comprehensive income

Attributable to non — controlling interests
Dividends distributed to non — controlling interests

Summary of statement of cash flow:
Operating activities
Investing activities
Financing activities

Net decrease in cash and cash equivalent

38

includes non —

55,4% 56,4%

Jordan Jordan

2016 2015

JD JD

- 20,579,297 19,571,293
3,145,924 1,622,731
110,150,572 100,064,316
178,401,997 157,721,062
(121,373,149) (101,063,497)
{147,022,382) (140,317,732)
20,157,038 16,404,139
11,661,999 9,087,893
8,990,039 7,316,246
251,590,785 238,306,070
(214,510,913) (212,692,314)
10,124,330 8,143,464
(35,634,288) (29,595,992)
11,569,914 4.161,228
(3,017,015} (808,349)
8,552,899 3,352,879
8,552,899 3,352,879
3,145,924 1,522,731
(2,137,920} (2,137,920)
34,771,144 4,077,455
{31,844,055) {(30,561,911)
(7,345,658) 22,359,378
(4,418,569) (4,125,078)




ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NoTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

(34) __ CONTINGENT LIABILITIES

Bank guarantees and letter of credit -

As of the date the consolidated financial statements, the Group had outstanding bank guarantees
and letters of credit of JD 4,282,663 {2015: JD 3,526,818).

Litigations against the Group

The Group is a defendant in a number of lawsuits in the ordinary course of business represents
lawsuits and legal claims amounting to JOD 727,484. The Group’s management and its legal
advisor believe that the provision taken against these claims of JD 423,336 is adequate to meet
any obligations that may arise.

Dispute with the National Electricity Company -

The national electricity company asks from the company’s subsidiary power provider the amount
of JD 721,881, which represents the difference in the interest of the delays benefits. The
company and its legal counsellor believes that the company won't have any obligations as stated
electricity tariff (wholesale Tariff) issued by the organization of energy and metals that is obligated
with the appliance by both parties.

Operating Lease Commitments -

Group as a lessee -

On 1 May 2011, the Subsidiary signed 15 years rent agreement for annual rent of JD 110,000. In
addition, the subsidiary rent some offices when needed for short period of time

Future minimum rentals payable under operating leases as of 31 December are as follows:

2016 2015
JD JD
Within one year 127,061 169,257
From 1-5 years 615,090 620,903
More than 5 years 829,622 962,137
1,571,773 1,752,297
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ELECTRICITY DISTRIBUTION COMPANY ~ PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

Group as alessor -

The Group has entered into commercial leases on its properties consisting of Group's
offices for period less than one year.

Future minimum rentals receivables under operating leases as of 31 December are as
follows:

2016 2015
JD JD
Within one year 3,719 5,253

(35) _ RISK MIANAGEMENT

Interest rate risk

The Group is exposed to interest rate risk on its interest bearing assets and liabilities such as
bank deposits, due to banks and loans.

The sensitivity of the consolidated statement of comprehensive income is the effect of the
assumed changes in interest rates on the Group’s profit for one year, based on financial assets
and liabilities bearing floating interest rates.

The following table demonstrates the sensitivity of the consolidated statement of comprehensive
income to reasonably possible changes in interest rates with all other variables held constant.

Increase Effect on profit
in Interest for the year
Rate before tax
2016 - Basis Points JD
JD 50 (481,252)

usD
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

Increase Effect on profit
in Interest for the year
Rate before tax
2015 - Basis Points JD
JD 50 (461,826)
usD i 50 -

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

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss. The Group is exposed to credit risk. The Group
seeks to limit its credit risk with respect to banks by only dealing with reputable banks and with
respect to customers by setting credit limits for individual customers and monitoring outstanding
receivables. Government receivables represents 42% of total receivables as of 31 December
2016 (2015: 47%).

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 financiai liabilities based
on contractual payment dates and market interest rate.

On flo12 1tob
At 31 December 2018 demand months years > b years Total

JD JD Jo JD JD
Accounts payable - 208,530,240 - - 208,530,240
Accrued and other liabllities - 15,837,280 - - 15,937,290
Long and short-term loans - 5,213,006 42,981,831 29,733,769 77,928,605
Due to banks 39,052,519 - - - 39,052,519
Total 39,052,619 229,680,535 42,981,831 29,733,769 341,448,654
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

On ilo 12 flob
At 31 December 2015 demand months years > b years Total

JD JD JD JD JD
Accounts payable - 188,329,154 - - 188,329,154
Accrued and other liabilities - 9,850,347 - - 9,850,347
Long and short-ferm loans - 5,213,006 42,981,831 20,733,769 77,928,605
Dus to banks 34,960,463 - - - 34,960,463
Tolal 34,960,463 203,392,508 42,981,831 29,733,769 311,068,569

Currency risk
Most of the Group’s transactions are in Jordanian Dinars and US Dollars. The Jordanian Dinar

exchange rate is fixed against USD (US$ 1.41 for JD 1). So the impact of currency risk is not
material to the consolidated financial statements.

(38) FAIR VALUE OF FINANGIAL INSTRUMENTS

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

liabilities.

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

(37)__ CAPITAL MANAGEMENT

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

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

current and previous year.

Capital comprises of paid-in capital, statutory reserve, voluntary reserve and retained earnings,
and is measured at JD 24,599,660 as of 31 December 2016 (2015: JD 19,872,483).
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

(38)  STANDARD ISSUED BUT NOT YET EFFECTIVE

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

IFRS 9 Financial Instruments

During July 2014, the IASB issued IFRS 9 “ Financial Instruments” with all the three phases.
IFRS 9 sets out the requirements for recognizing and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial items. IFRS @ replaces IAS 39 “Financial
Instruments: Recognition and Measurement”. IFRS 9 as issued in July 2014 will be implemented
at the mandatory date on 1 January 2018, which will have an impact on the recognition and
measurement of financia! assets.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 specifies the accounting treatment for all revenue arising from contracts with customers. It
applies to 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. IFRS 15 supersedes
IAS 11 Construction Contracts, IAS 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 1 January 2018, and early adoption is permitted.

IFRS 16 Leases

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

IFRS 16 substantially carries forward the lessor accounting requirements in I1AS 17. Accordingly, a
lessor continues to classify its leases as operating leases or finance leases, and to account for
those two types of leases differently.

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

The new standard will be effective for annual periods beginning on or after 1 January 2019. Early
application is permitted.
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NoTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

IAS 7 Disclosure Initiative - Amendments to IAS 7

The amendments to IAS 7 Statement of Cash Flows are part of the IASB’s Disclosure Iniiative and
require an entity to provide disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from cash flows
and non-cash changes. On initial application of the amendment, entities are not required to provide
comparative information for preceding periods. The amendments will be effective for annual periods
beginning on or after 1 January 2017, with early application permitted. The application of
amendments will result in adding limited amount of disclosure information.

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 seitlement 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.

Entittes may apply the amendments prospectively and are effective for annual periods beginning on
or after 1 January 2018, with early application permitted.

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 of IFRS 9 and the upcoming new insurance contracts standard (IFRS 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 before 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 profit or loss
at the end of the reporting period for the designated financial assets being the same as if an entity
had applied IAS 39 to these designated financial assets.

Transfers of Investment Property (Amendments to [AS 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 meet, the definition of investment
property and there is evidence of the change in use. A mere change in management's intentions for
the use of a property does not provide evidence of a change in use.

Entities should apply the amendments prospectively and effective for annual periods beginning on
or after 1 January 2018. Early application of the amendments is permitted and must be disclosed.
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ELECTRICITY DISTRIBUTION COMPANY - PUBLIC SHAREHOLDING COMPANY
NOTES TO THE GONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

IFRIC 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 asset, 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-monetary 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 1 January
2018. Early application of interpretation is permitted and must be disclosed.

(39) COMPARATIVE FIGURES

Some of 2015 balances were reclassified to correspond to 2016 presentation with no effect on
equity or profit for the year.,
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