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IMTERNATIONAL PROFESSIONAL BUREALU
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INTERNATIONAL FROFESSIONAL BUREAU

Consulting & Auditing

Independent g uditors report

To the Sharcholders of
Northern Cement Company(P.S)
Amman ~ Jordan

Opinion

We have audited consolidaied financial statements of Northern Cement Cnmpuny (LS
which comprise consolidated statenent of financial position ag at 31 December 2018 and
consoiidated statements of profit or loss and other vomprehensive income, consolidated
stalements of changes in cquity and consolidated stétement of cash flows for the year then
ended, and notes 1o the financial statements, including a summary of significam
gccounting policies and other explanatory information,

in our opinion,the accompanying financiaj Statements present fairly, in ap material
respects, the financial position of Northern Cement Company as a 31 December 2018,
and 1ts financial performaence and its cagh flows for the year then ended in accordance
with International Financial Reporting Standirds,

Basis of opinion:

We conducied oy audit in accordance with International Standards on Auditing: our
responsibilities under those standards are further described in the andijiors' responsibilities
for the audit of the financial statements section of our report,

We are independent of the company in accordance with the Internationgl Ethics
Standards Bouard for Accountants® Code of Ethics for Professionai Accouniants (1IESBA
code) together with the cthical requirements that are relevant 1o our audit of the financiy]
Statements in Jordan and we have fuifilled our other ethical responsibiliiies in accordance
with these requirements and the IESBA code .we believe that the audiy evidence we have
obtained is sulficient and appropriate to provide basis for our opinion.

Key audit matteys:

Key audit matiers are those matters that, in ou professional judgment. were of most
significance in our audit of the consolidated financial statement of the current periog,
These matters were addressed in the conlext of our audit of the financial statements as a
whole, and in forming our opinion thereon and we do not provide a separate opinion on
these matters,

Following description ofkey audit matter-

CORRESFONDENT OF MAZARS

Tol: +(962) 6 5823441 . Fax: +(962) 6 5823442 . PO. Box: 3035 Amman 11821 Jordan
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INTERNATIONAL PROFESSIONAL BUREAU

Consulting & Auditing

Inventory

The he;’”n;lmd_il matter How (he mater was addressed in gy
_ N !:luditi o

The value of Raw materials  reached | Auditing  pracedures regarding  paw

I (45.711.012 JOD) as ar 31 December, 2018 | materials include abtaining report from

(30.858.950 10D): 201 7).

[
EXPerts i quantitative counting in addition

10 testing control procedures and other
procedures related 1o inventory according

1018 A5,
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Other information
Management is responsible for (he other information. which comprises the informartion
does not include in the financial statements and auditors® report thereon,

Qur opinion on the hinancial statements dees not cover the ather information ang we do
Noi express any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is 10 read the
other information and, in doing so, consider whether the othey information is maicrialy
inconsistent with the financial statements or our knowledge obtained in the audi or
otherwise appears to be materially misstated.

. based on the work that we have performed, we conclude that there is a material
misstatement of this other information, then we are required to report thay fact. We have
nothing 1o report in this regard.

Responsibilities of management and those charged with governance for the financia}
statements:

Management s responsible for ihe preparation and {ajr presentation of the finaneial
statements in accordance with IFRS, and for such internal control ye management
determines s necessary 10 enable 1he preparation of financia) statements that are fiee
from materia) misstatemen, whether due 10 fraud Or error.,

In preparing the financial statements, Management is responsible for assessing {he
company’s ability to cominge as a going concern and, disclosing, ag applicable, matiers

related 1o going concern and using the going concern basis of accounting unless
Management either intends 1o liquidate the tompany on to cease aperations. or has no
realistic allernative hut (g do so.

Those charged with governance are responsible for overseeing the company ’s finaneial
reporting process.

CORRESPONDENT OF MAZA RS

Tel: +(962) 6 5823441 - Fax: +(962) 6 5823442 . FO. Box: 3035 Aminan 11821 Jardan
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INTERNATIONAL PROFESSIONAL BURE AL

Consulting & Auditing

Auditors® responsibilities for the audit of the finaneial stalements:

Qur objectives are 10 obtitin reasonable assurance about whet)yer the financial starenments
45 a whole are froe {rom materia MHsstatemeny. whether die 1o fraud or aTorand (o jsage
N auditors® report thag inclodes our opinion.

Reasonable dssurance is a high leve] of dssurance, bt iy pop g staraniee that an audip
conducted in accordance with 1546 will alwavs deteer & material misstatement hen
CXISts, Misstatements cap arise from fraud op Crror and are considereg maferiaj if,

Individualiy oy jn ageregate, thev canld reasonably be expected 1o influence the CCOnMIL
decisions of useys taken on the hasis of these financia] statements,

As part of an audit in accordance with 1SAs. we CXEICISe professiong] Judgment and
maintain professions] skeplicism throughout the andip. We also:

" Identify ang assess the risks of material misstatemer of the financial statements,
whether due to fraud or error, design and perform audit provedures responsine )
those risks, and obtain audi evidence that is sufficient and appropriate 16 provide o
basis for quy opinion. The risk of not detecting g material misstatemeny resuling
from fraud g bigher than for one resulting from crror. as fraud may imohe
collusion, forgery. intentiona] oniissions. misrepresentations or the averride of
internal control.

* Obiain an understanding of internal controd relevant 10 the audij in order 10 design
dudit procedures thar 4re appropriaie ny the circumstances, hu ot for the purpose
of EXPressing an opinjon op the effectiveness of the company s internal conirgl,

*  Lvaluate the appropriateness of‘accmmling policies used and 1he reasonableness of
aceounting estimaies and reluted disclosures nde by managemenq,

*  Conclude on the appropriateness of management’s use of he 20me concern hasis
of accounting and, based on the audii evidepee obtained. whether a material
unceramty exisis refated g0 Cvents or conditions th May cast significant doyy on
the company’s ability to continue 4s a going concern. |If We conclude thar 4
material uncertainty exists, we are required to draw attention in our auditops 'report
1o the related disclosures in he financial statemens or, if such disclosures are
inadequate, 1o modify our opinion. Qur conclusions are byseq on the audhn
evidence obtained up to the date of oy auditors’ report, However, fuiure events or
conditions may cause the company to cease to continue as a £oing concem,

®  Evaluate the overa)] Presentation, siructure ang conient of the financiq] Statements,
including (he disclosures, and whether the financial Statements represent (he
underlying transactions and events in a manner that achieves fajy presentation.

CORRESPONDENT OF MAZARS

Tel: +(962) 6 5823441 . Fax: +{942) ¢ 5823442 - PO. Box 3035 Amman 11821 Jordan
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CORRESPONDENT OF MAZARS
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! INTERNATIONAL PROFESSIONAL BUREAL
Cansulting & Auditing

Obain sufficient appropriate audit evidence regarding the {inancial miormation of
the entities or business activities within (he Group 1o express an opinion on (he
consalidated  financigl Slatements, We  gpe responsible  for the  direction,
supervision and performanee of the arou audip We remain solely responsible fo;
our audit opinion,

We communicaie with those charged with roverance regarding, among other
matters. the planned Scope and timing of the qudi and significant audi indings.
including any significant deficiencies I internal control that we identify during
our audit.

We also provide those charged wilhy govermnance with a statement 1ha we have
complied with relevan; cthical requirements regarding independence, and 1o
conmtmunicate with them alj relationships sind other matters that may r uronably be
thought to bear on ouy independence, and w here applicable. related safeguards,

From the matiers communicated  with (huge charged with governanee. we
determine those matters that were of most significance in the audi of the finuneiyl
statements of the current period, and are the clore the key audit matters, We
deseribe these marters in our auditor's reporl. unless law op regulation preclpdes
public disclosure ahout the muatier or when. in extremely rare circumsiances, we
determine that a mater should not be cormmunicated in our report because the
adverse consequences of doing so would reasenable be expeeted to outweigh the
public inierest benefiis of such communication,

The Report on other leeal and resularify requirenent

The Company maintains accounting records as required, and it js compatible with he
accompanying financial statements and we recommeng approving ii.

On behaif of 1pPB
Dr. Reem Al-Araj

Amman - Jordan

License No. (82 05 Feb 2010

Tel: +{962) & 5823441 Fax +(942) & 5823442 RO. Box: 3035 Amman 11821 Jordan
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Northern Cement Company

ublic Shareholding Company"

Consolidated Statement of Financial Position

Assels

Current assets

Cash and cash equivalent
Cheques under collection
Trade receivables

Due from related parties
Inventory and warchouses
Orders and inventory in (ransit
Prepaid expenses

Other debit balances
Prepayments

Non — current assets
Property and equipment (net)
Prajects under construction
Investment in associates

Total assets
Liabilities and Equity
Current liabilities
Trade payables
Income tax provision
L.oan ~ short term

Due 1o sharcholders
Other credit balances

Non — current liabilitics
Due to related parties
Employces' benefits

Total liabilities

Equity

Cupital

Statutory reserve

Other comprehensive income
(Losses) retained earnings

Total Liabilities & Equity

As at A December

2018

2017

Notes Consolidated Separate
5 2.437.590 626.870)
[{ 4.818.896 4.824.868

5.354.300 4,253,642
/ 50.955 -
8 51.319.735 42.077.607
1.054,959 .
9 521.625 401.265
10 1,010,944 9069.289
417,906 59.714
66,986,910 53,213,255
Pl 31.598.202 33.679.163
12 452,623 673.979
I3 908.644 701.564
32,959 469 35,054,706
29,946,379 88,267,961
2.524.724 2.406.248
14 - 781.908
15 8.527.942 -
4,845,768 39.058
16 1.409.460 1,294,364
17,307,894 4,521,578
17 17.068.619 8.338.667
1.200.000 1.180.474
18,268,619 9,519,141
35,576,513 14,040,719
55.000.000 35.000.000
10,090,872 10.090.872
(6.528) (10.796)
_(714.478) 9.147.166
64,369,866 74,227,242
99,946,379 88.267,961

Financial statements should be read in canjunction with the companying note from page 10-34
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Northern Cement Company

"Public Sharcholding Company"

Consolidated Statement of Profit or Loss and Other Comprehensive Income (JOD)

Continuing operations

Revenue from contracts with customers
Cost of revenue

Gross profit

Selling and distribution expenses
General expenses

Operating (losses) profit

Other income

Share of profit of associates

(Loss) profit of continuing operations
before tax

Income tax expense

(Loss) profit for the year after tax
Other comprehensive income

Share of OCI of associates
Comprchensive income for the year
Weighted average of shares

Earnings per sharc

Note

19
20

I3

For the year ended 31

December
2018 2017
Consolidated Separate
JOD JOD

39.331.004

(38.276.721)

1,054,283
(665.350)
(1,468.805)

49.072.285
(36.118.617)

12,953,668
(711.317)

(1.540.342)

55.000,000

(0.014)

(1,079,872) 10,702,009
90,667 8.735
202,812 321,560

(786,393) 11,032,304
E (781,908)
(786,393) 11,032,304
4.268 (10.796)
(782,125) 10,239,600

©55.000.000

0.186

FFinancial statements should be read in conjunction with the companying note from page 10-34
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Narthern Cement Company

"Public Sharcholding Company”

Consolidated Statement of Cash Flows

Note
Operating activities
(Loss) profit for the year befor tax
Adjustments
Depreciation 12
Provision of employees' benefits
Share of ( profit) of associates
Working capital adjustments
Trade receivables
Cheques under collection
Orders and inventory in transit
Invenmiory and warchouses
Other debit balances and prepaid expenses
Prepayments
Trade payables
Other credit balances
Income tax paid

Net cash flows from operating activities

Investing activities

Purchase of property and cquipment 12
Projects under construction

Investment in an associates

“Net cash flows from irivesting activitics
_l-*‘immcin.g activitics 3
Due 1o related parties
Duc from related parties
Dividends
Loans

Net cash flows from financing activities
Net increase (decrease) in cash and cash equivalent
Cash and cash cquivalents at | January

Cash and cash equivalent at 31 December 5

For the year ended 3}

December
2018 2017
(786.393) 11.032.304
2.623.299 2.014.258
19.526 273.290
(202.812) (321.56(1)
(1.100.658) 183.144
5.972 L.185.839
(1.054.959) {29.736)
(9.242,128) 15471.719
(162.015) 101,550
(358.192) 72080
118.476 1,292,254
115.096 (172.436)
(781.908) (939.288)
(10,857,651) 30,764,038
(542.338) (1.419810)
221.356 944919
- (390.800)
(320,982) (865,691)
8.729.952 (19.440.689)
(30,955) -
(4.208.541) (11.467.869)
8,527,942 -
12,989,353 (30,908,558)
1.810.720 (1.010.211)
(626,870 1,637,081
2,437,590 626,870

Financial statements should be read in conjunction with the companying note irom pape 10-34
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Northern Cement Company
"Public Sharcholding Company™
Amman -The [lashemite Kingdom of Jordan

Consolidated Notes to the Financial Statenients

I- Reporting Entity

Northern Cement Company (Public Sharcholding)is domiciled in Jordan under the
registration number (464) with (55.000.000) JOD capital. The company's head office is at
Amman . and the factory is at Al- Mowagar. The company primarily involved in clinker
industry and grinding. cement industry, implementation of other industrial projects and
purchasing lands as necessary in addition to other objectives mentioned in registration
record.
Group structure
-White Stars for Mining Investments
White Stars for Mining Investments is a limited liability company owned 100% by the
mother company. It was registered at January 11, 2018 under the No.(50156) with paid
up capital equals to (10.000) JOD. The company is primarily involved in martials needed
for cement industry, grinding carbon and bozollana (except mining), Klincer export and
industry in addition to investing in other compartics.
2- Significant accounting policies
2.1 Basis of preparation

* These financial statements have been prepared in accordance with International

Financial Reporting Standards (IFRS) as issucd by the International Accounting

=

Standards Board.

* ‘These financial statiements have been prepared based on going coneern assumption
and under the historical cost basis (except those financial assets and other items
that measured by lair value as at the date of financial statement in compliance
with International Standards).

* These financial statements are presented in JOD, all values are rounded 10 nearest
(JOD). except when otherwise indicated.

* The financial statements provide comparative information in respect of the

previous period,

10



Northern Cement Company
Notes to the consolidated financial statements

2.2 Basis of consolidation

* The consolidated financial statements comprise the financial statements of the
group and its subsidiary as at 31 December 201 8.

* Consolidation of a subsidiary begins when the group obtains control over the
subsidiary and ceases when the group loses control of the subsidiary.

= Control is achicved when the group has power over the investee or rights (o
variable returns from its involvement with the investee and the ability to use s
power over the investee to affect its returns (generally, there is a presumption that
a majority of voting rights results in control),

= Profit or loss und each component of 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 in 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 climinated in full on
consolidation.

3-Accounting policies

The company has consistently applied the [ollowing accounting policies to all periods
presented in these {inancial statements.

A- Investments in subsidiaries

Where the company has control over an investee, it is classified as a subsidiary. The
company controls an investee if all three of the following clements are present: power
over the investee, exposure lo variable returns from the investee. and the ability of the
investor o use its power to affect those variable returns. Control is reassessed whenever
facts and circumstances indicate that there may be a change in any of these clements of

control.
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B- Investment in associates

v" An associate is an entity over which the company has signilicant influence and
that is neither subsidiary not an interest in & joint venture.

v" Signilicant influcnce is the power to participate in the lnaneial and operating
policy decisions of the investment but is not control or joint control over those
policies.

v The company's investment in an associate is accounted for using ¢quity method.
Under this method, the investment in an associate is initially recognized at cosl.
he carrying amount of

v the investment is adjusted to recognize changes in the company's share of net
assets of the associate since the acquisition date. Goadwill relating 1o the associate
is included in the carrying amount of the investment and is not tested for
impairment separately.

v" At cach reporting date, the company determines whether there is objective
cvidence that the investment in the associate is impaired. If there is such evidence,
the company caleulates the impairment as the difference between the recoverable
amount of the associate and carrying value, and then recognizes the loss in the
statement of profit or loss.

C- Current versus non-current classification

‘The company presents assets and liabilities in the statement of financial position based on
current/non-current classification.

An asset is current when it is:

* [Expected to be realized or intended 10 be sold or consumed in the normal operating
cycle.

* Held primarily for the purpose of trading.

*  Lxpected to be realized within twelve months after the reporting period.

= Cash or cash equivalent unless restricted from being exchanged or used 1o settie a
liability for at least twelve months alier the reporting period

All other assets are classified as non-current.
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A liability is current when:
= ltis expected to be settled in the normal operating cycle.
= Itis held primarily for the purpose of trading.
" N is duc to be settled within twelve months afier the reporting period.
* There is no unconditional right to defer the settlement of the lability for at least
twelve months alier the reporting period.
All other liabilities arc classified as non-current.
D- Fair value measurement
*  Fair value is the price that would be received to sell an asset or paid 10 transfer a
liability in an orderly transaction between market participants at the measurement
date. The lair value measurement based on the presumption that the transaction 1o
sell the asset or transfer the liability takes place cither in the principal market for
the asset or liability. or in the absence of principal market, the most advantageous
market (0 asset or fiability,
" All assets and liabilitics for which fair value is measured or disclosed in the
financial statements are categorized within the fair value hicrarchy, described as
follows. based on the lowest level input that is significant to the fair value

measurement as a whole:

- Level 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 signilicant
the fair value measurement is directly or indirectly observable.

= Level 3 - Valuation techniques for which the lowest level input that is significant

to the Tair value measurement is unobservable.

E- Revenue from contracts with customers
* Revenue from contracts with customers is recognized when control of the goads or
services are transferred to the customer at an amount that refleets the consideration
to which the company expects 1o be entitled in exchange for those goods aor
services.
= The company shall account for a contract with a customer only when all of the

following criteria are met:

—_—
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- The partics 10 1he contract have approved the contract (in writing. orally or in
accordance with other customary business practices) and are commitied to perform
their respective obligations.

- T'he company can identify each party’s rights regarding the goods or services 10 he
transferred.

- The company can identify the payment terms for the goods or services o be
translerred.

- The contract has commercial substance (risk. timing or amount of the entity’s future
cash flows is expected to change as a result of the contract),

- It is probable that the entity will collect the consideration to which it will be entitled
in exchange for the goods or services that will be transferred to the customer. In
evaluating whether collectability of an amount ol consideration is probable. an
entity shall consider only the customer’s ability and intention to pay that amount of
consideration when it is due. The amount ol consideration to which the entity will
be entitled may be less than the price stated in the contract if the consideration is
variable because the entity may offer the customer a price concession.

*  When a performance obligation is satisfied. the Company recognizes as revenue
the amount of the transaction price that is allocated 10 that performance obligation.
F- Taxes
®* Income tax for the period is based on the taxable income for the year. Taxable
income diflers from profit as reported in the statement of comprehensive income
for the period as there are some items which may never be taxable or deductible
for tax and other items which may be deductible or taxable in other periods.
* Tax expensc is recognizing in compliance with regulations.
= Iixpenses and assets are recognized net of the amount of sales tax. except:
- When the sales tax incurred on a purchase of assels or services is not
recoverable from the taxation authority, in which case. the sales tax iy
recognized as part of the cost of acquisition of the assel or as part of the

expense item, as applicable.
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- When receivables and payables are stated with the amount of sales tan
included the net amount of sales tax recoyerable from, or payable to. the
taxation authority is included as part ol reccivables or payables in the
statement of financial position.

G- Foreign currency

Transactiens and balances

v' Transactions in forcign currencics are translated into the respective functional

currency spot rate of company at exchange rates at the dates of the transactions.

v'" Monctary assets and liabilities denominated in foreign currencies are translated at

the functional currency spot rates of at the exchange rate at the reporting date.

v Dillerences arising on translation of monetary items are recognized in profit or loss
excepl those that are designated as part of the hedging which will be recognized in

other comprehensive income.

v Non-monelary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates at the dates of the initial
transactions, Non-monetary items measured at fair value in a forcign currency are
translated using the exchange rates at the date when the fair value is determined.
The gain or loss arising on translation of non-monetary items measured at fair value
is treated in line with the recognition of the gamn or loss on the change in fair value

of the item.
Group companies

On consolidation, the assets and liabilities of foreign operations are translated into JOD at
the rate of exchange prevailing at the reporting date and their statements of profit or loss
are translated at exchange rates prevailing at the dates of the transactions. The exchange
differcnces arising on translation for consolidation are recognized in other comprehensive
income. On disposal of a foreign operation. the component of other comprehensive

income relating to that particular [oreign operation is reclassified 1o profit or loss.
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I1- Dividend

The Company recognizes a liability (o pay a dividend when the distribution is authorized
and the distribution is no longer at the discretion of the company. As per the corporate
laws of Jordan, a distribution is authorized when it is approved by the sharcholders. A

corresponding amount is recognized directly in equity.
I- Property, plant and equipment

* ltems of property, plant and equipment are measured at cost, the cost of replacing
parts of the plant and equipment. and borrowing cost for long term construction
projects if the recognition criteria are met. less accumulated depreciation and any

accumulated impairment losses such cost includes.

* If significant parts of an item of property. plant and cquipment have dilferent
uscful lives, then they are accounted for as separate ilems {major contponents) of

property, plant and equipment.

* Any gain or loss on disposal of an item of property plant and cquipment is

recognized in profit or loss.

* Subsequent expenditure is capitalized only il it is probable that the fulure
cconomic henefits associated with the expenditure will flow 10 the company all

other repair and maintains costs are recognized in profit or loss as incurred.

® Depreciation is calculated 10 write off the cost of items of property, plant and
equipment less their estimated residual values using the straight-line method over
their estimated useful lives, and is generaily recognized in profit or loss.

* Depreciation methods, uselul lives and residual values are reviewed at cach
reporting date and adjusted if appropriate.

J- Leases
* Alecasc is classified at the inception date as a finance Jease or an operating lease.
* A lease that transfers substantially all the risks and rewards incidental io

ownership to the company is classificd as a finance lease.

16



Northera Cement Company
Notes to the consolidated financial statements

Finance leases are capitalized at the commencement of the lease at the inception
date fair value of the leased property or, il lower. at the present value ol the
minimum lease payments. lease payments are apportioned between  {inance
charges and reduction of the lease liability so as (o achieve a constant rate of
interest on the remaining balance of the liability. Finance charges are recognized
in finance costs in the statement of profit or loss.

A leased asset is depreciated over the useful life of the asset. How ever. if there is
no reasonable certainty that the company will obtain ow nership by the end of the
lease term, the asset is depreciated over the shorter of the estimated uselul life of
the asset and the lease term.

An operating lease is a leasc other than a finance lease. Operating lease paymenis
are recognized as an operating expense in the statement of profit or loss on a

straight-line basis over the Iease term.

K- Borrowing costs

Borrowing costs dircetly 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 arc capitalized as part of the cost of the assel.

All other borrowing costs are expensed in the period in which they occeur.
Borrowing costs consist ol interest and other costs that an cntity incurs in

connection with the borrowing of funds.

L- Financial Instruments- initial recognition and subsequent measurement

A financial instrument is any contract that gives rise 10 a financial asset of one entity and

a financial liability or equity instrument of another cntity.

Financial assets

Financial assets are classified. at initial recognition. as subsequently measured at
amortized cost. fair value through other comprehensive income (OCH). and (air
value through profit or loss. The classification of financial assets at initial
recognition depends on the financial asset’s contractual cash flow characteristics

and the company’s business model for managing them.

17
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* In orderfor a financial asset o be classilied and measured at amortized cost or {air

alue through OCI, it needs 1o give rise 1o cash flows (hat are solely payments of

principal and interest (SPPIY on the principal amount  outstanding.  This

assessment is referred to as the SPPI test and is performed at an instrument level,

For purposes of subsequent measurement, financial assets are classificd as follow:

Financial assets at amortized cost

Financial assets at amortized cost are subsequently measured using the effective

interest method and are subject to impairment. Gains on losses are recognized in

profit or loss when the asset is derecognized, madified or impaired. Financial

assets at amortized cost includes trade receivables. loans (o other parties ....ctc

2- Financial liabilities

Financial liabilities are classified. at initial recognition. as financial liabilities
at fair value through profit or loss. loans and borrowings. pavables, as
appropriate.

All financial liabilities are recognized initially at fair value and, in the case of
loans and borrowings and payables, net of dircctly attributable transaction
costs,

The company’s financial liabilities include trade and other payables, loans and
borrowings including bank overdralis .........clc.

The subsequent measurement of financial liabilities depends on  their
classification. Loans and borrowings are subsequently measured at amortized
cost using the effective interest ratemethod. Gains or losses are recognized in
profit or loss when the Habilities are derecognized as well as through the
effective interest rate 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 effective interest
rate. The eftective interest rate amortization is included as finance costs in the

statement of profit or loss.
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M- Inventury and Warchouses

Inventories are valued at the lower of cost and net realizable value.

Costs incurred in bringing cach product 1o its present location and condition
are accounted for purchase price and other cost incurred to bring it in use
excluding borrowing cost

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 salc.

N- Impairment of non-financial assets

The company assesses, at cach reporting date. whether there is an indication
that an asset may be impaired. 1f' any indication exists. or when annual
impairment testing for an asset is required, the company estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s
or cash generated units fair value less costs of disposal and its value in use.
The recoverable amount is determined for an individual asset. unless the asset
doces not generate cash inflows that are Jargely independent of those from other
assets or groups of asscts. When the carrying amount of an asset or cash
generated units exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.

A previously recognized impairment loss is reversed only if there has been a
change in the assumptions used to determine the asset’s recoverable amount
since the last impairment loss was recognized. The reversal is limited so that
the carrying amount of the asset does not exceed its recoverable amount. nor
exceed the carrying amount that would have been determined. net of
depreciation. had no impairment loss been recognized for the assel in prior

years.

O- Cash and cash cquivalent

Cash and cash equivalent in the statement of financial position comprise cash at banks

and on hand and cash equivalent with a maturity of three months or less, which are not

subject to an insignificant risk of changes in value.
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P- Provisions

* Provisions are recognized when the company has a presented obligation (legal
or constructive) as a result of a past cvent. it is probable that an outflow of
resources  embodying  cconomic benefits will be required to seitle the
obligation, and a reliable estimate can be made of the amount of the abligation,

* The amount recognized as a provision is the best estimate of the consideration
required to settle the present obligation at the end of the reporting period.
taking into account the risks and uncertainties surrounding the obligation.

* The expense relating to a provision is presented in the statement ol profit or
loss

= If the effect of the time value of money is material. provisions are discounted
using a current pre-tax rate that refleets, when appropriate, the risks specific (o
the liability.

Q- Employce bencfits

IZmployee bencfits are expensed as the related services are provided. A liability is
recognized for the amount expeeted to be paid if the company has a present legal or
constructive obligation to pay this amount as a result of past services provided by the
employce and the obligation can be estimated.

4. Other information

4.1 Standards issued but not yet effective:

I- 1FRS 16 (Leases)

IFRS 16 was issued in January 2016 and it replaces IAS 17 and IFRIC 40 11'RS 16 sets
out the principles for the recognition. measurement, presentation and disclosure of leases
and requires lessees to account for all leases under a single on- balance sheet model
similar 1o the accounting for finance leases under 1AS 17 with 1wo recognition
exemptions of low — value assets and short term leases.

At the commencement daie of lcase, a lessee will recognize a liability to make lease
payments and an asset representing the right to use the underlying asset during the lease

term.
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Lessees will be required to separately recognize the interest expense on the iease liabilin
and the depreciation expense on the right of use asset.

Lessor accounting under IFRS 16 is substantially unchanged from accounting under [AS
17.

Lessor will continue to distinguish between operating and linance leases.

RS requires lessees and lessors 1o make more extensive disclosures, and it is effective
from 1 January 2019,

2-IFRS 17(Insurance contracts)

IFRS 17 was issued in May 2017 and it replaces TFRS 4.

IFRS 17 applics to all types of insurance contracts regardiess of the type of entities that
issued them. as well as to certain guarantees and financial instruments with discretionan
participation features.

The overall objective of IFRS 17 is 10 provide an accounting model for insurance
contricts that is more useful and consistent for insures.

IFRS 17 is effective from 1 January 2021,

3- IFRIC Interpretation 23 (Uncertainty over Income Tax Treatment)

The interpretation addresses the accounting for income taxes when tay treatments involve
uncertainty that affects the application of IAS 12 and does not apply 1o taxes outside the
scope of JAS 12.

An entity has to determine whether to consider each uncertain tax treatment separately or
together with one or more other uncertain tax treatments.

I'he imerpretation is effective form 1 January 2019,

4- Amendments to IFRS 9 (Prepayment Features with N egative Compensations)

The amendments to IFRS 9 clarify that a financial asset passes the solely payments of
principle and interest on the principle amount outstanding criterion regardless of the event
or circumstance that causes the carly termination of the contract and irrespective of which
party pays or receives reasonable compensation for the early termination of the contract.

The amendments should be applied retrospectively and are cifective from | January 2019,
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5- Amendments to IAS 19(Plan Amendments Curtailment or Sertlement)

he amendments 10 IAS 19 address the accounting when a plan amendment or settlement
occurs duringa reporting period. The amendments specify that an entity is required 1o
determine current service cost for the remainder of the period after plan amendment or
settlement and to determine net interest for the remainder of the period and the discount
rate used.
The amendments are effective form 1 January 2019.
O- Amiendments to IAS 28(Long-term Interests in Associates and Joint Ventures)
The amendments clarify that an entity applies 1FRS 9 1o long —term interests in an
associale or joint venture to which the equity method is not applicd but that. in substance.
from part of the nel invesiment in the associate or Jjoint venture. This clarification is
relevant because it implies that the expected credit Joss model in IFRS 9 applies o such
long term interests,
The amendments should be applicd retrospectively and are effective from 1 January 2019.
7- Annual improvements cycle 2015-2017.

I'hese improvements include:
A- IFRS 3 (Business Combinations)
The amendments clarily that. an entity obiains comtrol of a business that is a joint
operation, it applies the requirements for a business combination a achieved in stages. In
doing so, the acquirer premeasured its entire previously held interest in the joint operation
those amendments are effective from 1 January 2019.
B- IFRS 11 (Joint Arrangements)
The amendments clarify that the previously held interests in the Jjoint operation are not
premeasured. An entity applies those amendments to transactions in which in obtain Joint
control starting from | January 2019.
C-148 12 (Income Tax)
The amendments clarify that the income tax consequences of dividends are linked more
directly to past transactions or events that generated  distributable profits than 10
distributions to owners. Therefore, an entity recognizes the income tax conseyuences of
dividends in profit or loss, other comprehensive income or equity according 10 where the
entity originally recognized those past transactions or events.
Those amendments are effective from 1 January 2019,
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D- 1AS 23 (Borrowing Costs)

Ihe amendments clarily that an entity treats as part ol general borrowings any borrowing
originally made to develop a qualifying asset when substantially all of the activities
necessary 1o prepare the asset for its intended use or sale are complete.
I'hose amendments are effective from | January 2019,
4.2 Events after the reporting period
livents after the reporting period are those events, [avorable and unfavorable. that
occur between the end of the reporting period and the date when the linancial
statements are authorized for issue and there are two kinds of events afier the
reporting period:
I- Those that provide evidence of conditions that existed at the end of the reporting

period and an entity shall adjust the amounts recognized in its {inancial statements

2- "Thosc that are indicative of conditions that arose afier the reporting period. an

entity shall not adjust the amounts recognized in its financial statements.

4.3 Contingent Liabilities
Contingent liabilities are obligations that could result from a past cvent and will
confirm their presence only by the occurrence or non-occurrence of a fulure uncertain
and not within the control of the company and are not recognized in the records
because it is not likely 1o flow release of economic benefits for the payment of the

obligation cannot be measured amount of the obligation reliably.

Bank guarantees (net) 102,286

[Law suites 623,160

4.4 Significant estimates and judgments:

- The preparation of’ financial statcments requires the use of accounting cstimates
which by definition will seldom cqual the actual result. Management also needs to
exercise judgment in applying the accounting policies.

- Estimates and judgments are continually evaluated, they arce based on historical
experience and other factors. including expectations ol future events that may have
a financial impact on the entity and that arc believed to be reasonable under the

circumstances.

fwd
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* The arcas involving sienificant estimates or judgments are:

1- The company has tested theimpairment of trade receivable.pursuant 1o the

company estimates there is no impairment on its value.

2- Estimated useful life of property & equipment. (Notel1).
4.5 Financial risk management
The company may expose (o dilferent kinds of tfinancial risk, company's board and
management oversees these risks and has overal| responsibility {or the establishment and
oversight of the company risk management framework. The company rish management
policies are established 1o identify and analyze the risks faced by the company. 1o set
appropriate risk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems arce reviewed regularly to reflect changes in market
conditions and the company activitics.
The company. through its training and management standards and procedures. aims 1o
maintain a disciplined and constructive control environment in which all employees

understand their roles and obligations.

‘The company may expose to the following risks:

A- Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in market prices; it comprises three types of risk:

¢ [Interest rate risk:

Interest rate risk is the risk that the fair value or future cash flows of financial instruments
will Muctuate because of change in market interest rates. The company's exposure to the
risk of changes in market interest rate primary to the company's long term obligations
with floating interest rate

The company manages its interest rate risk by monitoring fluctuations in imerest rate so it

will not exceed a certain level,
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« Foreign currency risk:-

Forcign currency risk is the risk that the fair value or future cash flows will NMuctuate
because of changes in forcign exchange rates. The company’s exposure to the risk of
changes in foreign exchange rates relates primarily to operating activitics when revenue
or expense is denominated in a foreign currency. and company's net investment in foreign
subsidiaries

The company manages its foreign curency by monitoring {luctuations in foreign
currency exchange. ‘The risk from transaction in USD is limited as the price is fixed
against JOD,

B- Credit risk

Credit risk is the risk that counterparty will not meet its obligations under a financial
instrument or customer contract. leading to financial loss.An impairment analysis is
performed at cach reporting date 10 measure expected credit losses. The company s
exposed to credit risk from #ts operating activitics (Primarily trade receivables) and from
its {inancing activities including deposits in banks.

The company manages credit risk by putting credit limit for cach client, and monitoring
uncollectable receivables in addition the company Lests its receivables for impairment in
its value.

C- Liquidity risk

Liquidity risk is the risk that the company may be unable 10 close out market position and
to mect its short term obligations when duc.
The company monitors its risk of shortage of funds using liquidity planning tool.

5- Cash and cash equivalents

2018 2017
Cash at hand 132,352 195.554
Petty cash 54,428 55978
Arab Bank / current account 18.138 30,272
Islamic International Arab Bank- USD 10,430 83.090
Islamic International Arab Bank- 1OD 3067.989 260618
Islamic International Arab Bank- EURO 496 496
Housing Bank - USD 81 862
Salwa Islamic Bank- JOD 1.040.748 -
Salwa Islamic Bank — USD 812.928 -
Total 2,437,590 626,870
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6- Cheques under collection

2018 2017
Islamic International Arab Bank . 4.874.868
Salwa islamic Bank 4.818.896 =
Total
ot 4,818,896 4,824,868
7- Due from related party
2018 2017 Naturcof  Nature of
relation transaction
Sarah Zamzam Co. 50,935 - Associate  T'inancing
Total 50,955 3
8- Inventory and warchouses
2018 2017
Raw matcerials 45,847.646 36.858.950
FFinished goods 715.853 837.447
Packing materials 370.440 179,097
Spare parts und maintenance 4.383.488 4.199.605
Oil . grease and water 7,308 2,508
Total 51,319,735 42,077,607
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9- Prepaid expenses

2018 2017
lFactory’s insurance 30.706 30.5235
Consuiting and subscription 97.756 39.205
Professional fees 38.873 9.371
Health insurance 157.561 160.313
Donations 22,187 26.698
Maintenance 71.696 63.302
Maintenance ol the mill 76.619 56.138
Rent 22,559 10,569
Consumables 3.668 3,144
Total 521,625 401,265
10- Other debit balances

2018 2017
Refundable deposits 102,074 102.074
Margin on guarantees 731.883 713,836
Due from tax 2% 32,114 -
Claims to social security and others 45377 37.758
Due from emplovees 99 496 83.747
Others - 31.874
Total 1,010,944 969,289
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12- Projects under construction
This item represents the amounts paid for restructuring the factory and the surrounding

areas in addition to purchasing and installation of new machines.

2018 2017
Opening balance 673,979 1.618.898
Transfer 10 property. plants and equipment (221.356) (944.919)
Total 452,623 673,979
13-Investment in associates
Sarah
ST Zamzam
2018 2018
Current assets 5.884.262 211
Non- current assets 6,6066.297 -
Current liability 8,247,349 74,526
Equity 4,303,010 96,085
Share percentage 20% 30%
Company's share in equity 860,602 48.042
Carrying amount of the associates 860,602 48,042
Sarah
R Oasy Zamzam
2018 2018
Revenue 14,200,771 -
Cost of sales (12,752.216) -
Administrative expenscs (432.930) (3,026)
Profit for the year 1,021,625 (3,026)
Other comprehensive income
Exchange diflerences 21,338 -
Total Other comprehensive income 1,042,963 (3,026)
Company’s share of profit for the year 204,325 (1,513)
FIompany’s share of other comprechensive 4,268 i
income
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14- Income tax provision

2418 2017
Opening balance 1 January 781.908 939,288
Income tax expense (7%) - T81.908
Income tax paid (781,908) (939.288)
Ending balance as 31 December - 781,908

Northern Cement Company s classifiedby Income & Sales Tax Department  as
industrial company. The main activity of the company is limited 1o the cement industry.
50 it is subjected 10 14%  from net income incompliance with Jordanian Taxation .aw
for the ycar 2015.Tax registration number is (16602820) and sales tax registration
number is (16602820).

Tax exemptions

The company is exempted according to Jordanian Investment Law number {16) for the
year 1995, and according to article (8) from Jordanian Invesiment Law no.(68) for the

year 2003 the company has the following excmptions :

A. Exemptions from fees and taxes accordance to Jordanian Investment Law number
(16) for the yecar 1995, and incompliance with article (25} from Jordanian

Investment Law number (68) for the year 2003,

B. Exemptions according to articles (6.7) from the Jordanian Investment Law number
(16) for the year 1995 which exempt the plants. property and equipments, and
{15%) of spare parts from all taxes and fecs incompliance with current regulation
and exempt (50%) of income tax for 10 years starting from the date of actual

work.

C. Exemption for machines and rolling equipments and spare parts by (52.837.631)

JOD from all customs fees and taxes.



Narthern Cement Company

Notes to the consolidated financial stalements

15-Loan - short term

Safwa Islamic Bank

Total

16- Other credit balances

Accrued expenses
Eimployees' 1ax

Due to social security
Other payables

Sale tax

Income tax

Total

17- Due to related parties

Northern Region Cement - KSA

Sarah Zamzam

Umm Qasrfor Cement Industry
Total

2018 2017
8.527,942 -
8,527,942 =
2018 2017
642,631 32.662
4917 4.434
42.890 41.736
2387 30.025
716.635 1,163.011
- 22,496
1,409,460 1,294,364
2018 2017 Nature of Fype of
relation transaction
17,068,619 7.948,573 Mother Co. Financing
49294  Associale Financing
L 340.800 Associale Financing
17,068,619 8,338,667
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Northern Cement Company

Notes to the consolidated financinl statements

18- Cost of revenue

Raw materials
Operational expenses
Depreciation

Cost of production
Goods / opening balance
Goods available for sale
Goods / ending balance
Total

18-1 Operational Expenses

Wages und salarics
Sacial security
Water and clectricity
Maintenance

Fuel

Mail and phone
Iealth insurance
Stationery

Car expenses
Transportation
Security

Hospitality
Analysis of samples
Miscellaneous
Professional uniform
Cleaning

Rent

Traveling
Machines' expenses
IFactory insurance
Employees’ benefits
Total

Note

18-1

2018

20.320.535

2017

26.225.822

9.244.186 7.031.412
2.590.405 2.554.550
38,155,126 35,811,784
837,447 1.144.280
38,992,573 36,956,004
(715.852) (837.447)
38,276,721 36,118,617
2018 2017
1.653.097 1.619.083
209,263 210,561
5.950.363 3,444,576
495.664 578.483
78.243 77.440
10.694 8.986
175,469 177.868
5112 4.431
17,706 22.542
117.333 112.433
54916 54.300
30.886 31,941
59.151 15,039
27.538 72.42]
22119 32.751
161.595 171.968
1,042 2.500
10,829 1,365
97.397 132.399
40.023 39.901
23,746 220.424
9,244,180 7,031,412




Northern Cement Company
Notes 1o the eonsolidated finaneial stalements

19-Selling and distribution expenses

2018 2017
Wages and salaries 121,318 129703
Social security 13,894 14.823
Cars' expenses 2.903 4.869
Fxhibitions 8.299 1.629
Miscellancous 6,544 6.523
Miail and phone 2,330 3.129
Hospitality 14,692 8.780
Medical insurance 12.463 14.731
Stationery 463 458
Advertising 96,263 17,7206
Traveling 5.015 5.112
Fransportation and shipping 342,189 340.683
Selling expenses 38.977 46.072
Employees® benefits - 11.073
Total 665,350 711,317
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Northern Cement Company
Notes to the consolidated financial stitemenis

20- Administrative and general expenses

2018 2017
Salaries and bonuses 740,311 707.839
Social security 82,591 79.994
Walter, cleetricity and telephone 24.087 23.334
Stationery 9.00] 6.090
Cars' expensces 23.344 20340
Lxhibition 15.716 8.107
Traveling 18.135 31.051
Advertising 13.874 16,111
Rents 50.000 50.000
Professional fees 101.37] 80.318
Hospitality 41,337 41,775
Health insurance 36.494 35.691
Maintenance 8,136 6.109
Fees and licenses 10,411 9,925
Banks' expenses 2.030 426
Insurance 741 1,793
Computers' cxpenses 8.388 10,448
Cleaning 25397 23.366
Donations 85.658 101.442
Subscriptions 114.700 111.200
Miscellaneous 24,189 20.839
Employees’ benelits = 79,434
Depreciation 32.894 59.710
Total 1,468,805 1,540,342

21-Dividends

In its Ordinary Meeting at 02/04/2018 he General Asscmbly decided 10 distribute

(9,075.251) JOD from its annual profit as dividens . it paid {(4.268.541) JOD in 2018.
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