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Report on Review of Interim Condensed Consolidated Financial Statements
To the Board of Directors of

Alia -The Royal Jordanian Airlines Company (Royal Jordanian)

Amman - Jordan

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
Alia - The Royal Jordanian Airlines Company (the “Company”) and its subsidiaries (together
referred to as the “Group”) as at 30 September 2020, comprising the interim consolidated
statement of financial position as at 30 September 2020 and the related interim consolidated
income statement, consolidated statements of comprehensive income, changes in equity and
cash flows for the nine 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 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.

A member firm of Ernst & Young Global Limited
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— The Company’s accumulated losses of JD 192.5 million as at 30 September 2020
represents 70% of the Company’s capital. Also, the Company’s current liabilities exceeded
its current assets by an amount of JD 118.9 million as at 30 September 2020. These
events or conditions indicate that a material uncertainty exists that may cast significant
doubt about the entity’s ability to continue as a going concern. According to Article (266) of
the Jordanian Company’s Law No. 22 for the year 1997 and its amendments, if the
accumulated losses of the public shareholding company exceeds 75% of its capital, the
Company shall be liquidated unless the General Assembly of the Company issues a
decision on its extraordinary meeting to increase the Company'’s capital or to deal with the
Company’s losses. The Prime Ministry of Jordan resolved to authorize the Ministry of
Finance to proceed with further procedures to increase the Company’s capital by JD 50
million over a five-year period starting from 1 January 2021, resulting in amount of JD 10
million each year. The Company is currently holding discussions with the Prime Ministry of
Jordan and Ministry of Finance to reschedule the payments of capital increase process of
JD 50 million to be over a two-year period starting from the current year for an amount of
JD 25 million each year. Furthermore, the Company received a comfort letter from the
Ministry of Finance (the Jordanian Government's representative), stating that the
Government intends to support the Company’s operations in the future. Our conclusion is
not qualified in respect of this matter.

- Without qualifying our conclusion, we draw attention to note (3) to the interim condensed
consolidated financial statements, which describes the potential effect of COVID-19
pandemic on the Group’s operating environment including its interim results and related
uncertainties.

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
27 October 2020



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

Interim Consolidated Statement of Financial Position

At 30 September 2020

(In Thousands of Jordanian Dinars)

30 September 31 December

Notes 2020 2019
ASSETS (Unaudited) (Audited)
Non- current assets
Right-of-use assets 5 450,023 501,886
Property and equipment 6 99,215 106,845
Advances on purchase and modification of aircrafts 4,813 4,813
Financial assets at fair value through other comprehensive income 2,307 2,697
Investments in associates 16,458 18,760
Restricted cash against lease contracts 26,916 37,129
Deferred tax assets 12,322 12,322
612,054 684,452
Current assets
Other current assets 12,201 21,158
Spare parts and supplies, net 8,301 7,409
Accounts receivable, net 60,136 68,011
Cash and bank balances 7 28,167 79,462
108,805 176,040
TOTAL ASSETS 720,859 860,492
EQUITY AND LIABILITIES
Shareholders’ equity
Paid-in capital 9 274,610 274,610
Share discount 9 (78,205) (78,205)
Statutory reserve 9 14,808 14,808
Fair value reserve 133 523
Cash flow hedges (76) 119
Accumulated losses (192,516) (85,389)
18,754 126,466
Non-controlling interests 234 266
Total shareholders’ equity 18,988 126,732
LIABILITIES
Non- current liabilities
Long-term loans 8 78,004 72,598
Long-term lease obligations 5 395,772 399,177
Other long-term liabilities 429 393
474,205 472,168
Current liabilities
Bank overdrafts 7 - 2,895
Current portion of long-term loans 8 22,010 22,865
Accrued expenses 67,930 74,738
Accounts payable and other current liabilities 69,614 57,5645
Deferred revenues 36,313 50,271
Short-term lease obligations 5 31,799 53,278
227,666 261,592
Total liabilities 701,871 733,760
TOTAL EQUITY AND LIABILITIES 720,859 860,492

The attached notes from 1 to 16 form part of these interim condensed consolidated financial statements



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

Interim Consolidated Income Statement

For The Nine Months Period Ended 30 September 2020 (Unaudited)
(In Thousands of Jordanian Dinars)

For the three months
ended 30 September

For the nine months
ended 30 September

Notes 2020 2019 2020 2019
Revenues from contracts with customers 10 32,317 198,379 169,253 515,038
Cost of revenues (50,940) (148,595) (215,029) (414,499)
Gross (loss) profit (18,623) 49,784 (45,776) 100,539
Administrative expenses (3,604) (5,594) (12,142) (16,478)
Selling and marketing expenses (4,690) (12,378) (18,675) (34,290)
Other provisions - - - (150)
Net operating (loss) profit (26,917) 31,812 (76,593) 49,621
Group’s share of (losses) profits of associates (836) 258 (1,315) 1,294
Other expenses, net (1,063) (917) (2,097) (1,958)
Loss on sale of property and equipment (69) - (69) -
Provision for voluntary termination 15 (4,253) - (5,163) -
Provision for expected credit losses (300) - (300) -
Loss on foreign currency exchange (553) (801) (1,449) (1,626)
Finance costs (6,537) (7,965) (21,037) (24,438)
Interest income 126 539 864 1,501
(Loss) profit for the period before tax (40,402) 22,926  (107,159) 24,394
Income tax expense 11 - - - -
(Loss) profit for the period (40,402) 22,926  (107,159) 24,394
Attributable to:
Equity holders of the parent (40,396) 22,928 (107,127) 24,410
Non-controlling interests (6) (2) (32) (16)
(40,402) 22,926  (107,159) 24,394

Earnings per share
Basic and diluted earnings per share attributable

to equity holders of the parent JD (0.147) JD 0.084 JD (0.390) JD 0.089

The attached notes from 1 to 16 form part of these interim condensed consolidated financial statements



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

Interim Consolidated Statement of comprehensive income

For The Nine Months Period Ended 30 September 2020 (Unaudited)
(In Thousands of Jordanian Dinars)

For the three months
ended 30 September

For the nine months
ended 30 September

2020 2019 2020 2019
(Loss) profit for the period (40,402) 22,926 (107,159) 24,394
Other comprehensive income
Other comprehensive income items that will be
reclassified to profit or loss in subsequent
periods (net of tax):
Net gain (loss) on cash flow hedges 53 12 (195) (79)
Other comprehensive income that will not be
reclassified to profit or loss in subsequent
periods (net of tax):
Change in fair value reserve of financial assets at
fair value through other comprehensive income - - (390) -
Total comprehensive income for the period (40,349) 22,938 (107,744) 24,315
Attributable to:
Equity holders of the parent (40,343) 22,940 (107,712) 24,331
Non-controlling interests (6) (2) (32) (16)
(40,349) 22,938 (107,744) 24,315

The attached notes from 1 to 16 form part of these interim condensed consolidated financial statements
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Alia - The Royal Jordanian Airlines Company (Royal Jordanian)

Public Shareholding Company

Interim Consolidated Statement of Cash Flows

For The Nine Months Period Ended 30 September 2020 (Unaudited)

(In Thousands of Jordanian Dinars)

OPERATING ACTIVITIES
(Loss) profit for the period before income tax

Adjustments for:

Depreciation of property and equipment

Depreciation of right-of-use assets

Share of losses (profits) of associates

Finance costs

Provision for slow moving inventory

Provision for expected credit losses

Provision for end of service indemnity

Provision for voluntary termination

Loss on sale of property and equipment

Interest income

Amortization of deferred revenue — Jordan Flight
Catering Company Ltd

Working capital changes:

Accounts receivable

Spare parts and supplies

Other current assets

Deferred revenues

Accounts payable and other current liabilities
Accrued expenses

Voluntary termination program payments

End of service payments

Net cash flows (used in) from operating activities

INVESTING ACTIVITIES

Purchase of property and equipment

Change in restricted cash against lease contracts
Interest income received

Short term deposits

Dividends received from associates

Net cash flows from investing activities

FINANCING ACTIVITIES

Bank overdrafts

Capital increase

Proceeds from term loans

Repayment of term loans

Payments of lease obligations

Interest paid

Net cash flows used in financing activities

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

For the nine months
ended 30 September

Notes 2020 2019
(107,159) 24,394
17,683 15,555
5 51,352 47,518
1,315 (1,294)
21,037 24,438
. 150
300 -
36 -
15 5,163 -
69 -
(864) (1,501)
(225) (225)
7,575 (26,583)
(892) (2,354)
11,185 1,661
(13,733) 4,059
11,769 15,266
(12,998) 12,573
(1,597) 5
5 (18)
(9,984) 113,639
6 (10,122) (16,606)
10,213 (3,516)
1,095 1,741
21,874 22,767
987 1,250
24,047 5,636
(2,895) -
: 3,000
10,000 .
(5,850) (16,814)
5 (36,964) (57,687)
(4,880) (9,660)
(40,589) (81,161)
(26,526) 38,114
52,283 67,193
7 25,757 105,307

The attached notes from 1 to 16 form part of these interim condensed consolidated financial statements



Alia - The Royal Jordanian Airlines Company (Royal Jordanian)

Public Shareholding Company

Notes to the Interim Condensed Consolidated Financial Statements

30 September 2020 (unaudited)

(In Thousands of Jordanian Dinars except for amounts in Foreign Currencies)

1. GENERAL

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

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

The interim condensed consolidated financial statements were authorized for issue by the
Board of Directors in their meeting held on 26 October 2020.

2. BASIS OF PREPARATION

The interim condensed consolidated financial statements are prepared in accordance with
International Accounting Standard 34, Interim Financial Reporting.

The interim condensed consolidated 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
consolidated financial statements as of 31 December 2019. In addition, results of the nine
months period ended 30 September 2020 are not necessarily indicative of the results that may
be expected for the financial year ending 31 December 2020.

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

Changes in accounting polices

The accounting policies adopted in the preparation of the interim condensed consolidated
financial statements are consistent with those followed in the preparation of the annual
consolidated financial statements for the year ended 31 December 2019, except for the
adoption of the following amendments starting from 1 January 2020:

Amendments to IFRS 3: Definition of a Business

The amendment to IFRS 3 clarifies that to be considered a business, an integrated set of
activities and assets must include, at a minimum, an input and a substantive process that
together significantly contribute to the ability to create output. Furthermore, it clarified that a
business can exist without including all of the inputs and processes needed to create outputs.

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



Alia - The Royal Jordanian Airlines Company (Royal Jordanian)

Public Shareholding Company

Notes to the Interim Condensed Consolidated Financial Statements

30 September 2020 (unaudited)

(In Thousands of Jordanian Dinars except for amounts in Foreign Currencies)

Amendments to IFRS 7, IFRS 9 and IAS 39: Interest Rate Benchmark Reform

The amendments to IFRS 9 and IAS 39 Financial Instruments: Recognition and Measurement
provide a number of reliefs, which apply to all hedging relationships that are directly affected by
interest rate benchmark reform. A hedging relationship is affected if the reform gives rise to
uncertainties about the timing and or amount of benchmark-based cash flows of the hedged
item or the hedging instrument.

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

Amendments to IAS 1 and IAS 8: Definition of Material

The amendments provide a new definition of material that states “information is material if
omitting, misstating or obscuring it could reasonably be expected to influence decisions that the
primary users of general-purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting entity.”

The amendments clarify that materiality will depend on the nature or magnitude of information,
either individually or in combination with other information, in the context of the financial
statements. A misstatement of information is material if it could reasonably be expected to
influence decisions made by the primary users.

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

3. Coronavirus (Covid-19) outbreak and its impact on Royal Jordanian Airlines

On 11 March 2020, the World Health Organization made an assessment that the outbreak of a
coronavirus (COVID-19) can be characterized as a pandemic. As a result, businesses have
been affected amongst others with suspension of travel and closure of boundaries with other
countries. The Covid-19 pandemic along with the measures necessary to contain the virus have
triggered an economic downturn and caused an unprecedented economic crisis. As a result of
these indicators of potential impairment, management is updating the business plan and the
impact of the pandemic on RJ’s operations, business and the ability to recover the Group’s
assets in addition to any potential impairment. The exercise will be completed by the end of
2020. At this point, there is great uncertainty about its severity and length. The Company’s
operations, liquidity and cash flows impact as a result of the outbreak is summarized as follows:

~ Reference to the Prime Ministry of Jordan resolution to suspend all incoming and
outgoing passenger flights into the country starting from 17 March 2020 until further
notice, all Company’s scheduled flights were suspended except for cargo flights. This
has significantly affected the Company’s gross revenues to unprecedented levels. On 2
September the government has announced that Jordan will resume regular commercial
flights on 8 September, with strict health measures to be implemented.

D=



Alia - The Royal Jordanian Airlines Company (Royal Jordanian)

Public Shareholding Company

Notes to the Interim Condensed Consolidated Financial Statements

30 September 2020 (unaudited)

(In Thousands of Jordanian Dinars except for amounts in Foreign Currencies)

— Cancellation of scheduled flights resulted in tickets refunds of around JD 35.4 million up
to the date of the interim condensed consolidated financial statements.

— As part of the Company’s action plan to manage cashflows, management entered into
discussions with Aircrafts’ lessors and lenders to reschedule the leases and loan
payments during the lockdown period.

- The Company signed an amendment letter to the syndication loan agreement, in which
loan installments for the period from March 2020 to September 2020 were rescheduled
and allocated to the installments subsequent to September 2020 on a proportional basis.

— The Company has also obtained a credit facility granted from Arab Bank with a ceiling of
JD 20 million and annual interest rate of 5.625%. On 18 March 2020, the Company
signed an amendment agreement with Arab Bank to increase the ceiling of the credit
facility to become JD 40 Million with the same existing terms and conditions. The
company did not utilize the credit facility as at 30 September 2020. (31 December 2019:
the utilized balance amounted to JD 2,895).

— The board of directors resolved in its meeting on 27 April 2020 to approve a new loan
facility of JD 50 million to finance the Company’s cash flows and to meet un-avoidable
cash obligations when becoming due during the lockdown period. The Company has
utilized an amount of JD 10 Million of this facility as of 30 September 2020 (Note 8).

- The Company implemented Defense order No.(1) related to reduction of the Company’s
share of old age retirement contribution for the months of March, April, and May 2020.

— The Company implemented Defense order No.(6) related to reduction of employees’
salaries by a range of 20% and 40% according to their assignments during the months
of March through September and the 13th salary of the year 2020.

— The Company implemented Defense order No.(9) “Tadamun (Solidarity) Program No.1”
related to unassigned employees during the months of April and May 2020, whereas the
Social Security Corporation contributes by a range of JD 165 to JD 500 per employee
per month, under the condition that the Company pays 20% of employee’s salaries per
month by maximum of JD 250 per employee on monthly basis.

— The Company implemented Defense order No.(14) “Tamkeen (Economic empowerment)
Program No.1” by reducing the Company’s contribution of old-age and early retirement
insurance for the months from June until December 2020.

— The Company implemented Defense order No.(14) “Himaya Program”, which is a
protection scheme targeting private sector entities in the tourism and transport sectors.



Alia - The Royal Jordanian Airlines Company (Royal Jordanian)

Public Shareholding Company

Notes to the Interim Condensed Consolidated Financial Statements

30 September 2020 (unaudited)

(In Thousands of Jordanian Dinars except for amounts in Foreign Currencies)

The Company received a comfort letter from the Ministry of Finance (the Jordanian
Government's representative), stating that the Government intends to support the Company’s
operations in the future. Furthermore, the Company’s management is going through an ongoing
discussion with the Government to obtain the needed support. Accordingly, a committee has
been formed comprised representatives from Ministry of Finance, Ministry of Transport, Civil
Aviation Regulatory Commission “CARC”, Central Bank of Jordan and Social Security Fund to
go through RJ’s proposed required support in line with IATA recommendations for governments
around the globe to facilitate relief measures by combination of programs that can provide both
immediate and medium- to long-term assistance to the airline industry and its employees in the
form of direct financial support, loans or loan guarantees and tax relieves.

The situation, including Government and Management responses to the operational and liquidity
challenges, continue to progress and rapidly evolve.

4. BASIS OF CONSOLIDATION

The interim condensed consolidated financial statements comprise the financial statements of
Alia - The Royal Jordanian Airlines Company (the “Company”) and the following subsidiaries
(collectively referred to as the “Group”) as of 30 September 2020:

Ownership Interest Country
Royal Wings Company 100% Jordan
Royal Tours for Travel and Tourism Company 80% Jordan
Al Mashriq for Aviation services 100% Jordan

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

Specifically, the Group controls an investee if and only if the Group has:

- 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:

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

































