Jordan Securities Commission
Amman Stock Exchange

Subject: Quarterly Report as of
31/3/2019

Attached the Quarterly Report of
Jordan Telecommunications Company
as of 31/3/2019.

Kindly accept our high appreciation and
respect,

Raslan Deiranieh

Cle-)

s

Deputy Chief Executive Officer
Chief Financial and Strategy Officer
Jordan Telecommunications Company
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Fax: 00 962 6553 8300
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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
TO THE BOARD OF DIRECTORS OF JORDAN TELECOMMUNICATIONS COMPANY
(JORDAN TELECOM)- PUBLIC SHAREHOLDING COMPANY

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
Jordan Telecommunications Company and its subsidiaries (the Group), comprising of the interim
consolidated statement of financial position as at 31 March 2019 and the related interim
consolidated statements of comprehensive income, changes in equity and cash flows for the three-
months period then ended and explanatory notes. Management is responsible for the preparation
and presentation of these interim condensed consolidated financial statements in accordance with
International Accounting Standard 34 Interim Financial Reporting (IAS 34). Our responsibility is to
express a conclusion on these interim condensed consolidated financial statements based on our
review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements
2410," Review of Interim Financial Information Performed by the Independent Auditor of the Entity”.
A review of Interim financial information consists of making inquiries, primarily of persons
responsible for the financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion,

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the

accompanying interim condensed consolidated financial statements are not prepared, in all material
respects, in accordance with IAS 34.

Amman - Jordan i “' ﬁ ﬁﬁt
28 April 2019

A member firm of Ernst & Young Global Limited



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PUBLIC SHAREHOLDING COMPANY

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2019

ASSETS

Non-current assets

Property and equipment
Intangible assets

Contract assets

Renewable energy lease assets
Right-of-use assets

Deferred tax assets

Current assets

Inventories

Trade receivables and other current assets
Balances due from telecom operators
Contract assets

Cash and short-term deposits

TOTAL ASSETS
EQUITY AND LIABILITIES

Equity

Paid in capital
Statutory reserve
Retained earnings

TOTAL EQUITY

Liabilities

Non-current liabilities
Telecommunications license payable
Interest bearing loans

Renewable energy assets lease liability

Lease liability

Employees’ end of service benefits

Current liabilities

Trade payables and other current liabilities
Balances due to telecom operators
Telecommunications license payable
Renewable energy assets lease liability
Current portion of interest bearing loans

Due to banks
Lease liability

Employees’ end of service benefits

TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

31 March 31 December
Notes 2019 2018
JD JD
(Unaudited) (Audited)
4 233,988,232 233,861,850
238,460,044 244 407,166
5 1,432,650 1,031,956
6 42,094,940 -
2.2 39,946,304 -
2,754,777 2,937,110
558,676,947 482,238,082
4,472,437 5,108,760
96,927,405 81,689,130
6,389,658 8,773,272
5 2,164,234 2,305,949
26,247,258 44 184 568
136,200,992 142,061,679
694,877,939 624,299,761
9 187,500,000 187,500,000
62,500,000 62,500,000
28,240,107 23,936,814
278,240,107 273,936,814
8 43,056,999 42,613,026
23,048,772 23,064,471
6 40,944,591 -
2.2 29,071,716 -
328,796 312,842
136,450,874 65,990,339
164,597,076 172,300,086
24,367,316 27,744 575
8 51,953,781 51,440,123
6 1,237,658 -
4,445,174 4,448,285
10 27,000,818 28,398,026
2.2 6,541,122 -
44,013 41,513
280,186,958 284,372,608
416,637,832 350,362,947
694,877,939 624,299,761

ThE ATTACHED NOTES FROM 1 TO 14 FORM PART OF THESE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)
PUBLIC SHAREHOLDING COMPANY

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE MONTHS ENDED 31 MARCH 2019 (UNAUDITED)

Notes

For the three months period

Net revenues 3,5

Cost of services

Gross margin

Administrative expenses

Selling and distribution expenses

Government revenue share

Business support fees and brand fees
Depreciation of property and equipment
Amortization of intangible assets

Depreciation of right-of-use assets
Depreciation of renewable energy lease assets

Operating profit

Net foreign currency exchange differences

Leases interest expense

Finance costs

Finance cost of telecommunications license payable 8
Finance income

(Loss) gain on sale of property and equipment 4

Profit before income tax
Income tax expense 7

Profit for the period
Add: Other comprehensive income
Total comprehensive income for the period

Earnings per share 13

ended 31 March
2019 2018
JD JD

77,304,399 79,866,821
(32,841,023) (39,211,703)
44,463,376 40,655,118
(4,269,737) (5,309,186)
(9,652,880) (10,632,347)
(2,024,515) (1,710,565)
(1,740,744) (1,764,959)
(10,870,218) (10,483,023)
(5,949,462) (4,532,896)

(1,410,725) -

(151,917) -
8,393,178 6,222,142
34,977 (437,375)

(760,569) -
(849,897) (921,473)
(957,631) (932,215)
219,675 239,401
(2,933) 9,773
6,076,800 4,180,253
(1,773,507) (1,361,028)
4,303,293 2,819,225
4,303,293 2,819,225
0.023 0.015

THE ATTACHED NOTES FROM 1 TO 14 FORM PART OF THESE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PuBLIC SHAREHOLDING COMPANY
INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE THREE MONTHS ENDED 31 MARCH 2019 (UNAUDITED)

Operating activities
Profit before income tax
Non — cash adjustments to reconcile profit before tax

to net cash flows
Finance costs
Finance cost of telecommunications license payable
Finance income
Leases interest expense
Provision for expected credit losses and doubtful debts
Reversal of provision for slow moving inventories
Contract assets
Depreciation and impairment of property and equipment
Amortization of intangible assets
Depreciation of right-of-use assets and renewable energy
lease assets
Employees’ end of service benefits
Loss (gain) from sale of property and equipment
Net foreign currency exchange differences

Working capital changes:

Inventories

Trade receivables and other current assets
Balances due from telecom operators
Trade payables and other current liabilities
Balances due to telecom operators
Employees’ end of service paid

Income tax paid

Net cash flows from (used in) operating activities

Investing activities

Purchase of property and equipment
Purchase of intangible assets

Proceeds from sale of property and equipment
Finance income received

Net cash flows used in investing activities

Financing activities

Repayment of murabha financing and interest-bearing loans
Payments on capital reduction

Finance costs paid

Payments of Renewable energy assets lease liability
Dividends paid

Payments of lease liabilities

Net cash flows used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalent at 1 January

Cash and cash equivalent at 31 March

For the three months period
ended 31 March

Notes 2019 2018
JD JD
6,076,800 4,180,253
849,897 921473
957,631 932,215
(219,675) (239,401)
760,569 -
90,000 60,142
(20,308) z
(258,979) (506,534)
10,870,218 10,483,023
5,949 462 4,532,896
1,562,642 -
19,554 32,145
2,933 (9,773)
(18,810) 142,254
656,631 251,399
(15,270,290)  (17,718,310)
2,383,614 (42,370)
(5,008,598)  (27,321,793)
(3,377,259) (896,784)
(1,100) (90,508)
(4,252,192) (1,551,434)
1,752,740  (26,841,107)
4  (11,013,796) (8,878,207)
(2,340) 1,557,620
14,263 30,385
161,690 217,948
(10,840,183)  (7,072,254)
. (3,087,030)
(7,541) (4,364)
(849,897) (921,473)
(230,739) :
(25,853) (18,761)
(6,338,629) 2
(7,452,659) (4,031,628)
(16,540,102)  (37,944,989)
15,786,542 40,969,250
10 (753,560) 3,024,261

THE ATTACHED NOTES FROM 1 TO 14 FORM PART OF THESE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PuBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 31 MARCH 2019 (UNAUDITED)

1. Corporate information

Jordan Telecom was registered as a public shareholding Company on 8 October 1996, and
adopted the Orange brand in 2007. The Company’s paid in capital is JD 187,500,000 divided into
187,500,000 shares.

The interim condensed consolidated financial statements of Jordan Telecom Company
for the three months ended 31 March 2019 were authorized for issue in accordance with the
Board of Directors’ resolution on 23 April 2019.

Jordan Telecom is owned 51% by The Joint Investments Telecommunications Company (JIT
CO.) a fully owned subsidiary of Orange Group (France).

The head office of the Group is located in Abdali, the Boulevard, Amman - Jordan.

The principal activities of the Company and its subsidiaries are described in Note 3.

2.1 Basis of preparation:

The interim condensed financial statements for the three months ended 31 March 2019 have been
prepared in accordance with International Accounting Standard 34 “Interim Financial Reporting”.

The interim condensed financial statements do not contain all information and disclosures required
for full financial statements prepared in accordance with International Financial Reporting
Standards, and should be read in conjunction with the Group’s annual financial statements as at 31
December 2018. In addition, the results for the three months ended 31 March 2019 are not
necessarily indicative of the results that may be expected for the financial year ending 31
December 2019.

2.2 Changes in accounting policies:

The accounting policies used in the preparation of the interim condensed consolidated financial
statements are consistent with those used in the preparation of the annual consolidated financial
statements for the year ended 31 December 2018 except for the adoption of new standards
effective as of 1 January 2019 shown below:

IFRS 16 Leases

IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a
Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets out the principles for the
recognition, measurement, presentation and disclosure of leases and requires lessees to account
for most leases under a single on-balance sheet model.

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue
to classify leases as either operating or finance leases using similar principles as in IAS 17.
Therefore, IFRS 16 did not have an impact for leases where the Group is the lessor.

-1-



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 31 MARCH 2019 (UNAUDITED)

2,2 Changes in accounting policies (continued)

IFRS 16 Leases {continued)

The Group adopted IFRS 16 using the modified retrospective approach with the date of initial
application of 1 January 2019 accordingly, prior year financial statements were not restated. The
Group elected to use the transition practical expedient allowing the standard to be applied only to
contracts that were previously identified as leases applying IAS 17 and IFRIC 4 at the date of
initial application. The Group also elected to use the recognition exemptions for lease contracts
that, at the commencement date, have a lease term of 12 months or less and do not contain a
purchase option (‘short-term leases’), and lease contracts for which the underlying asset is of low
value (‘low-value assets’).

The effect of adoption IFRS 16 is as follows:

Impact on the consolidated statement of financial position (increase/(decrease)) as at 1 January
2019:

2019
JD
(Unaudited)
Non-current assets
Right of use assets 41,357,029
Non-current liabilities
Lease liabilities 41,357,029
Total equity -

The Group did not record any impact on the retained earnings as the balances of the prepaid
rentals and accrued rentals were not material accordingly, the impact was calculated for the
contracts starting from 1 January 2019.

a) Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of plant, equipment. Before the adoption of IFRS
16, the Group classified each of its leases (as lessee) at the inception date as either a finance
lease or an operating lease. A lease was classified as a finance lease if it transferred
substantially all of the risks and rewards incidental to ownership of the leased asset to the Group;
otherwise it was classified as an operating lease. Finance leases were capitalised at the
commencement of the lease at the inception date at the fair value of the leased property or, if
lower, at the present value of the minimum lease payments.

Lease payments were apportioned between interest (recognized as finance costs) and reduction
of the lease liability. In an operating lease, the leased property was not capitalised and the lease
payments were recognized as rent expense in profit or loss on a straight-line basis over the lease
term. Any prepaid rent and accrued rent were recognized under Prepayments and Trade and
other payables, respectively.



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PuUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 31 MARCH 2019 (UNAUDITED)

2.2 Changes in accounting policies (continued)

IFRS 16 Leases (continued)

Upon adoption of IFRS 16, the Group applied a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-value assets. The standard provides
specific transition requirements and practical expedients, which has been applied by the Group.

* Leases previously classified as finance leases

The Group did not change the initial carrying amounts of recognized assets and liabilities at the
date of initial application for leases previously classified as finance leases (i.e., the right-of-use
assets and lease liabilities equal the lease assets and liabilities recognized under IAS 17). The
requirements of IFRS 16 was applied to these leases from 1 January 2019.

* Leases previously accounted for as operating leases

The Group recognized right-of-use assets and operating lease liabilities for those leases
previously classified as operating leases, except for short-term leases and leases of low-value
assets. The right-of-use assets for most leases were recognized based on the carrying amount
as if the standard had always been applied, apart from the use of incremental borrowing rate at
the date of initial application. In some leases, the right-of-use assets were recognized based on
the amount equal to the lease liabilities, adjusted for any related prepaid and accrued lease
payments previously recognized. Lease liabilities were recognized based on the present value of
the remaining lease payments, discounted using the incremental borrowing rate at the date of
initial application.

The Group also applied the available practical expedients wherein it:
» Used a single discount rate to a portfolio of leases with reasonably similar characteristics

* Relied on its assessment of whether leases are onerous immediately before the date of initial
application

* Applied the short-term leases exemptions to leases with lease term that ends within 12 months
at the date of initial application

* Excluded the initial direct costs from the measurement of the right-of-use asset at the date of
initial application

* Used hindsight in determining the lease term where the contract contains options to extend or
terminate the lease



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PuBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 31 MARCH 2019 (UNAUDITED)

2.2 Changes in accounting policies (continued)

IFRS 16 Leases (continued)

The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments
as of 31 December 2018 as follows:

JD
Operating lease commitments as at 31 December 2018 54,608,378
Weighted average incremental borrowing rate as at 1 January 2019 6%
Discounted operating lease commitments at 1 January 2019 41,460,121
Less: Commitments relating to short-term leases (103,092)
Lease liabilities as at 1 January 2019 41,357,029

b) Amounts recognized in the consolidated statement of financial position and profit or loss

Set out below, are the carrying amounts of the Group’s right-of-use assets and lease liabilities
and the movements during the period:

Network
sites
Shops and (Fixed and Lease
buildings Mobile) Others Total liabilities
JD JD JD JD JD
At 1 January 2019 10,408,953 30,857,775 90,301 41,357,029 41,357,029
Depreciation (369,335) (1,032,313) (9,077) (1,410,725) -
Interest expense = = - - 594,438
Payments - - - - (6,338,629)

At 31 March 201919 (Unaudited) 10,039,618 29,825,462 81,224 39,946,304 35,612,838

The Group recognized rent expense from short-term leases of JD 235,098, for the three months
ended 31 March 2019.

¢) Set out below are the new accounting policies of the Group upon adoption of IFRS 16, which
have been applied from the date of initial application:

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities.



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PuBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 31 MARCH 2019 (UNAUDITED)

2.2 Changes in accounting policies (continued)

IFRS 16 Leases (continued)

The cost of right-of-use assets includes the amount of lease liabilities recognized, initial direct
costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recognized right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful life and the lease term. Right-of-use
assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments) less any lease incentives receivable,
variable [ease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Group and payments of penalties for
terminating a lease, if the lease term reflects the Group exercising the option to terminate.

The variable lease payments that do not depend on an index or a rate are recognized as expense
in the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing
rate at the lease commencement date if the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a
change in the in-substance fixed lease payments or a change in the assessment to purchase the
underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to some of its short-term leases
(i.e., those leases that have a lease term of 12 months or less from the commencement date and
do not contain a purchase option). It also applies the lease of low-value assets recognition
exemption to leases that are considered of low value. Lease payments on short-term |leases and
leases of low-value assets are recognized as expense on a straight-line basis over the lease
term.

Significant judgement in determining the lease term of contracts with renewal options

The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.

The Group has the option, under some of its leases to lease the assets for additional terms. The
Group applies judgement in evaluating whether it is reasonably certain to exercise the option to
renew.
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2.2 Changes in accounting policies (continued)

IFRS 16 Leases (continued)

That is, it considers all relevant factors that create an economic incentive for it to exercise the
renewal. After the commencement date, the Group reassesses the lease term if there is a
significant event or change in circumstances that is within its control and affects its ability to
exercise (or not to exercise) the option to renew (e.g., a change in business strategy).

The Group included the renewal period as part of the lease term for leases of plant and
equipment due to the significance of these assets to its operations. These leases have a short
non-cancellable period and there will be a significant negative effect on Group’s operations if a
replacement is not readily available.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve
uncertainty that affects the application of |IAS 12 and does not apply to taxes or levies outside the
scope of IAS 12, nor does it specifically include requirements relating to interest and penalties
associated with uncertain tax treatments. An entity must determine whether to consider each
uncertain tax treatment separately or together with one or more other uncertain tax treatments.
The interpretation is effective for annual reporting periods beginning on or after 1January 2019,
but certain transition reliefs are available.

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

Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through
other comprehensive income, provided that the contractual cash flows are ‘solely payments of
principal and interest on the principal amount outstanding’ (the SPPI criterion) and the instrument
is held within the appropriate business model for that classification. The amendments to IFRS 9
clarify that a financial asset passes the SPPI criterion regardless of the event or circumstance
that causes the early termination of the contract and irrespective of which party pays or receives
reasonable compensation for the early termination of the contract.

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

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

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or joint venture. The
amendments clarify that the gain or loss resulting from the sale or contribution of assets that
constitute a business, as defined in IFRS 3, between an investor and its associate or joint
venture, is recognized in full. Any gain or loss resulting from the sale or contribution of assets that
do not constitute a business, however, is recognized only to the extent of unrelated investors'
interests in the associate or joint venture. The IASB has deferred the effective date of these
amendments indefinitely, but an entity that early adopts the amendments must apply them
prospectively.

These amendments do not have any impact on the Group’s consolidated financial statements.
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2.2 Changes in accounting policies (continued)

Amendments to IAS 28: Long-term interests in associates and joint ventures

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

The amendments also clarified that, in applying IFRS 9, an entity does not take account of any
losses of the associate or joint venture, or any impairment losses on the net investment,
recognized as adjustments to the net investment in the associate or joint venture that arise from
applying IAS 28 Investments in Associates and Joint Ventures.

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

2.3 Basis of consolidation

The interim condensed consolidated financial statements comprise the financial statements of
Jordan Telecom and its wholly owned subsidiaries, which are: Petra Jordanian Mobile
Telecommunications Company, Jordan Data Communications Ltd. and 51% from Dimension
Company for Digital Development of Data (e-dimension) (the remaining 49% is owned by Petra
Jordanian Mobile Telecommunications Company). Control is achieved when the Group is
exposed, or has rights, to variable returns from its involvement with the subsidiary and has the
ability to affect those returns through its power over the subsidiary.

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

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

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

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

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

— The contractual arrangement with the other vote holders of the investee
- Rights arising from other contractual arrangements
- The Group’s voting rights and potential voting rights
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2.3 Basis of consolidation (continued)

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated statement of income
from the date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the
equity holders of the parent of the Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. When necessary, adjustments are made
to the financial statements of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as
an equity transaction. 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 interests.

— 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 profit or loss.

— Reclassifies the parent’s share of components previously recognized 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.

Investors with significant influence on the Group:

The Joint Investment Telecommunications Company, Jordanian Social Security Corporation and
Noor Financial Investment own 51%, 28.9% and 9.3% of the Company’s issued shares,
respectively.



JORDAN TELECOMMUNICATIONS COMPANY (JORDAN TELECOM)

PuBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 31 MARCH 2019 (UNAUDITED)

3. Segment information

The Group’s operating business are organized and managed separately according to the nature
of the services provided, with each segment representing a strategic business unit that offers
different services.

The fixed-line voice segment constructs, develops and maintains fixed telecommunication
network services.

The Mobile communications segment installs, operates and manages a cellular network in
Jordan.

The data services segment provides, furnishes, installs, maintains, engineers and operates
communication facilities for the provision of data network and internet access services to its
customers and helping companies to be more efficient in the way they do their business on
internet.

The renewable energy segment provides the Group of its need from electricity through managing
the solar farms and renewable energy projects.

The Group management monitors the operating results of the operating segment separately for
making decisions about performance assessment; segment performance is calculated based on
operating profit or loss.

The following tables represent revenue and profit and certain asset and liability information
regarding the Group’s business segments for the three months ended 31 March 2019 and 2018.
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3.

Segment information (continued)

For the three-months period ended 31 March 2019

Net revenues
External customers
Inter-segment revenues

Segment results
Operating profit before depreciation,

amortization, impairment, net foreign
currency exchange difference,
interest and tax

Depreciation, amortization and
impairment loss

Depreciation of right-of-use assets and
renewable energy lease assets

Net foreign currency exchange
differences

Lease interest expense

Finance costs

Finance income

Finance cost of telecommunications
license payable

Profit before income tax
Income tax expense

Profit and comprehensive income
for the period

Assets and liabilities
Segment assets

Segment liabilities

Other segment information
Property and equipment
Intangible assets

Renewable energy lease assets

Right-of-use assets

Fixed-line Mobile Data Renewable
Voice communications  services energy Total
JD JD JD JD JD

28,262,435 39,167,142 9,874,822 - 77,304,399
10,091,781 1,238,943 9,128 - 11,339,852
38,354,216 40,406,085 9,883,950 - 88,644,251
1,170,249 17,916,788 7,714,913 (29,383) 26,772,567
(16,819,680)
(1,562,642)
34,977
(760,569)
(849,897)

219,675

(957,631)

6,076,800
(1,773,507)

4,303,293

170,262,047 422,633,350 57,636,795 44,345,747 694,877,939
132,259,678 234,013,789 7,815,933 42,548,432 416,637,832
127,385,675 98,860,955 5,816,974 1,924,628 233,988,232
13,124,428 222,422,939 2,912,677 2 238,460,044
= - - 42,094,940 42,094,940
9,633,777 30,412,527 - 39,946,304
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3. Segment information (continued)

For the three-months period ended 31 March 2018

Fixed-line Mobile Data Renewable
Voice communications  services enerqgy Total
JD JD JD JD JD
Net revenues
External customers 29,656,756 39,192,092 11,017,973 - 79,866,821
Inter-segment revenues 11,568,989 1,604,381 9,686 - 13,183,056
41,225,745 40,796,473 11,027,659 - 93,049,877

Segment results
Operating profit before depreciation,
amortization, impairment, net foreign
currency exchange difference,
interest and tax (3,191,035) 14,982,109 9,456,760 - 21,247,834
Depreciation, amortization and
impairment loss (15,015,919)
Net foreign currency exchange
differences (437,375)
Finance costs (921,473)
Finance income 239,401
Finance cost of telecommunications (932,215)
license payable
Profit before income tax 4,180,253
Income tax expense (1,361,028)
Profit and comprehensive income

for the period 2,819,225
Assets and liabilities as at

31 December 2018
Segment assets 172,295,724 400,606,803 51,397,234 - 624,299,761
Segment liabilities 129,871,156 209,853,151 10,638,640 - 350,362,947
Other segment information
Property and equipment 125,069,909 100,647,690 8,144,251 - 233,861,850
Intangible assets 13,456,841 227,843,942 3,106,383 . 244 407,166
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4. Property and equipment
Acquisition and disposals

During the three months ended 31 March 2019 the Group acquired property and equipment with
a total cost of JD 11,013,796 (2018: JD 8,878,207).

Assets at net book value of JD 17,196 were disposed by the Group during the three months
ended 31 March 2019 (2018: JD 20,612) resulting in a net loss on disposal of JD 2,933 (2018: JD
9,773 gain).

Included in lands and buildings category, the cost of land amounted to JD 2,620,903 which was
expropriated by Greater Amman Municipality (GAM). During 2018 the Group signed a settlement
agreement with GAM to settle the land expropriation lawsuit, based on the agreement the Group
will receive from GAM plots of land as a part of the settlement in exchange of those expropriated
lands. Up to the date of the interim condensed consolidated financial statements the
management did not receive the list of lands to be exchanged, accordingly the sale transaction
was not recoded as the Group needs to obtain the fair value of the exchanged lands in order to
record the transaction.

Depreciation

During the three months ended 31 March 2018, the Group management has reviewed the
estimation of the useful lives for specific assets in the telecommunications equipment taking into
consideration the Group policies and procedures, and the practice in telecom industry. Based on
the review, the Group management decided to increase the useful lives of these assets in order
to be consistent with the expected pattern of economic benefits, accordingly, a total amount of JD
379,031 was recorded as a reduction of depreciation for these assets during this period.

5. Revenues

Revenue is presented by strategic business unit in the segment information (see note 3). As from
1 January 2018, revenue is broken down by type of customers and product line as follows:

Voice Services

Voice services revenue is generated through incoming and outgoing calls on mobile network in
addition to revenue from fixed narrowband services including roaming revenues from customers
of other networks (national and international), and from network sharing.

Data Services

Data services revenue is generated from providing communication facilities for the provision of
data network and internet access services on both fixed and mobile networks.
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5. Revenues (continued)

Other Services

Other services revenues represent all equipment sales (mobile phones, broadband equipment,
connected objects and accessories) revenue from infrastructure services, applications services,
security services, as well as sales of equipment related to the above products and services.

The details of revenues per business unit is as follows:

31 March 31 March
2019 2018
JD JD
(Unaudited) (Unaudited)
Consumer Business Unit
Voice services 18,791,001 19,130,433
Data services 22,582,165 20,329,856
Other services 795,014 1,800,859
42,168,180 41,261,148
Enterprise Business Unit
Voice services 8,918,951 9,027,889
Data services 5,204,034 5,241,400
Other services 2,265,212 2,145,530
16,388,197 16,414,819
Whole Sales Business Unit
Voice services 15,954,296 19,824,198
Data services 1,675,357 1,479,685
Other services 1,118,369 886,971
18,748,022 22,190,854
Total revenues 77,304,399 79,866,821

Pursuant to IFRS 15 application and due to the timing of revenue recognition that may differ from
that of customer invoicing which is mainly related to the bundled offering combining the sale of a
equipment and other services for a fixed-period, where the equipment is invoiced at a reduced
price leading to the reallocation of a portion of amounts invoiced for the other services to the
supply of the equipment. The excess of the amount allocated to the equipment over the price
invoiced is recognized as a contract asset.
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5. Revenues (continued)

Movement on the contract assets for the period ended is as follows:

31 March 31 December

2019 2018

JD JD

{(Unaudited) (Audited)

At 1 January 3,337,905 2,385,530
Additions 989,923 2,894,906
Amortization (730,944) (1,942,531)
3,596,884 3,337,905

The allocation of the short and long-term contract assets is as follows:

31 March 31 December
2019 2018
JD JD
(Unaudited) (Audited)
Current portion of contract assets 2,164,234 2,305,949
Non-current portion of contract assets 1,432,650 1,031,956
3,596,884 3,337,905

6. Renewable energy finance lease

During the year 2018 the Group entered through its subsidiary E-Dimension in a Design, Build,
Finance and Operate of solar photovoltaic power plants agreement to self-generate electricity for
the Group’s own use from different locations in Jordan. According to the agreement the Group
engaged a private sector entity to plan, design, engineer, procure, turnkey construct, finance,
operate, maintain and transfer, the PV power plants after 20 years from the date of operations.

Based on the agreement terms the management assessed if the contract contains a lease in
accordance with the requirements of IFRS 16 “Leases” and concluded that the contract contains a
lease.

During the period ended 31 March 2019 the private entity engaged to plan, design, engineer,
procure, turnkey construct, finance, and operate the power plants completed the construction and
starts the operations in all locations. Accordingly, the Group finance lease was capitalised at the
commencement of the lease at the present value of the minimum lease payments in accordance
with the requirements of IFRS 16 “Leases”, using the incremental borrowing rate of 7.56%. Lease
payments were apportioned between interest (recognized as finance costs) and reduction of the
lease liability.
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6. Renewable energy finance lease (continued)

Future payments under the lease agreement together with the present value of the payments are,
as follows:

31 March
2019
Payments
JD
(Unaudited)

Within one year 4,183,375
After one year but not more than five years 17,341,558
More than five years 59,462,182
Total minimum payments 80,987,115
Less: amounts representing finance charges (38,804,866)
Present value of liability 42,182,249

During the period, ended 31 March 2019 an interest expense amounted to JD 166,131 was
recognized, and a depreciation expense amounted to JD 151,917 was recognized for the renewable
energy lease asset.

7. Income tax

The provision for income tax for the three months period ended 31 March 2019 was calculated in
accordance with Jordanian Income Tax Law No. (38) of 2018.

The major components of income tax expense in the interim consolidated statement of
comprehensive income are:
For the three months ended

31 March
2019 2018
JD JD
(Unaudited) (Unaudited)
Current income tax charge 1,591,174 1,361,028
Deferred income tax 182,333 -
1,773,507 1,361,028
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7. Income tax (continued)

Income tax assessments for the Group and its subsidiaries have been agreed with the Income
Tax Department for all the years up to 31 December 2014, with exception for Jordan Telecom
and Jordan Data Communications, no final tax clearance was issued for the years 2011 and
2012.

The Group submitted income tax returns for the years from 2015 until 2017. The Income and
Sales Tax Department did not review the Group’s records for these years up to the date of these
interim condensed consolidated financial statements.

The Group will submit the income tax returns for the year 2018 before the dead line in accordance
with Jordanian Income Tax Law No. (34) of 2014.

8. Telecommunication License Payable

During October 2016, the Group, along with Orange France, has entered into a settlement
agreement with the Government of Jordan, in which the parties have agreed to drop any legal
proceedings between them and to renew the 900MHz spectrum license for additional period of 10
years, starting from 9 May 2019 for an amount of JD 104,250,000, to be paid in two equal
instalments of JD 52,125,000 by 8 May 2019, and the same amount by 8 May 2024.

The Group has calculated the cash equivalent of the deferred payments at JD 86,595,425 using the
discounted cash flow method and recognized JD 86,595,425 as intangible assets and a liability by
the same amount. The discount rate used was 4%, which represents the average borrowing rate for
the Group at the date of the agreement.

The difference between this amount and the total payments will be recognized as interest expense
over the credit term. During the period, ended 31 March 2019 an interest expense of JD 957,631
(2018: JD 932,215) was recognized.

Future payments under the settlement agreement together with the present value of the payments
are, as follows:

2019 2018
Payments Payments
JD JD

(Unaudited) (Audited)
Within one year 52,125,000 52,125,000
More than five years 52,125,000 52,125,000
Total minimum payments 104,250,000 104,250,000
Less: amounts representing finance charges (9,239,220) (10,196,851)
Present value of liability 95,010,780 94,053,149
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9. Paidin capital

Jordan Telecommunications Company (Jordan Telecom) authorized and paid in capital consists
of 187,500,000 shares (31 December 2018: 187,500,000 shares) with par value of one Jordanian
Dinar each.

10. Due to banks

This item represents the utilized amount of the credit facilities granted during 2018 to the Group
from three Jordanian commercial banks with a ceiling of JD 30 million. Interest rates on the credit
facilities granted are between 4.75% to 4.98%. These overdrafts are unsecured.

The cash and cash equivalent at 31 March 2019 in the interim consolidated statement of cash
flows represent the balance of cash and short-term deposits netted by the balance of the
overdrafts as of 31 March 2019.

31 March 31 March
2019 2018
JD JD
(Unaudited) (Unaudited)
Cash and short-term deposits 26,247,258 32,396,130
Less: Due to Banks (27,000,818) (29,371,869)
(753,560) 3,024,261

11. Related parties’ disclosure

Related parties are shareholders, senior management of the Group, and companies of which
they are principal owners. Pricing policies and terms of these transactions are approved by the
Group’s management.

Transactions with related parties included in the interim consolidated statements of
comprehensive income are as follows:

31 March 31 December
2019 2018
JD JD
(Unaudited) (Audited)

Consolidated statement of financial position items:
Government of Jordan & Orange Group and its
subsidiaries (shareholders)
Trade receivables and due from telecom operators 1,865,543 4,573,345
Trade payables and due to telecom operators 9,015,929 12,580,743
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11. Related parties’ disclosure (continued)

For the three months ended
31 March
2019 2018
JD JD
(Unaudited) (Unaudited)

Consolidated statement of comprehensive income items:

Orange Group and its subsidiaries (shareholders)

Business support fees and brand fees 1,740,744 1,764,959
Operating expenses 1,767,418 2,016,203
Revenues 1,869,509 1,081,909
Government of Jordan (shareholder)

Government revenue share 2,024,515 1,710,565
Revenues 2,260,527 2,967,905

Key management personnel

Executives' salaries and bonus 487,914 468,863

12. Dividends

On 23 April 2019, the general assembly approved a cash dividend of JD 0.115 per share totalling
JD 21,500,000 (2018: JD 24,000,000).

13. Earnings per share

For the three months period-
ended 31 March

2019 2018
(Unaudited) (Unaudited)
Profit for the period attributable to parent company (JD) 4,303,293 2,819,225
Weighted average number of shares (Share) 187,500,000 187,500,000
Basic and diluted earnings per share (JD) from the profit
0.023 0.015

for the period
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14. Commitments and contingencies
Capital commitments

The Group enters into commitments in the ordinary course of business for major capital
expenditures, primarily in connection with network expansion projects. Outstanding capital
expenditure amounted to JD 26,805,518 as of 31 March 2019 (31 December 2018: JD
26,918,938).

Legal claims

The Group is a defendant in a number of lawsuits with a total value of JD 14,964,561 (31
December 2018: JD14,964,561) representing legal actions and claims incident in the ordinary
course of business of the Group. Related risks have been analyzed as to likelihood of occurrence
by the management and its legal advisers. Accordingly, a provision of JD 1,523,684 has been
recognized (2018: JD 1,804,232).
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