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Int'l Profassional Bureau
Consuiting & Audiling

Report on Review of Interim Financial Information

To the Shareholders of
Northern Cement Company
Public Shareholding Company

Amman - Jordan

Introduction

We have reviewed the accompanying interim financial statement of Northern Cement
Company (P.S) as of September 30, 2017 and interim statement of profit or loss and other
comprehensive income 2nd interim statement of changes in equity and interim statements
of cash flows for the nme month period then ended, and a summary of significant
accounting policies and other explanatory notes. Management is responsible for the
preparation and fair presentation of this interim financial information in accordance with
International Financial Reporting Standard (34).Our responsibility is to express a
conclusion on this interim financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review
Engagements (2410). 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 dose not enables us 10 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.

Te-l : (00 962 6) 5823441 Fax :(00 962 6) 5823442 P.O.Box : 3035 Amman 11821 Jordan e-mail : ipb@nets.com jo
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Int'i Professional Burenu
Consulling & Auditing

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accomparnying interim financial information does not give a true and fair view of the
financial position of the entity as at September 30, 2017, and of its financial performance
and its cash flows for the nine month period then ended in accordance with International

Financial Reporting Standards.

On behalf of Amman - Jordan
IPB Member of Kreston Inf'l 04 October 2017
Dr. Reem AL-Araj

License No. (820)

Tel : {00 962 6) 5823441 Fax :(00 962 6) 5823442 P.O.Box : 3035 Amman 11821 Jordan e-mail : ipb@nets.com.jo



Northern Cement Company

"Public Shareholding Company"
Amman -The Hashemite Kingdom of Jordan
Interim Statement of Financial Position (JOD)

As at
Assets Notes 30/09/2017 31/12/2016
Current assets
Cash and cash equivalent 8 1,363,930 1,637,081
Cheques under collection 9 4,060,783 6,010,727
Trade accounts receivable 2,491,007 4,436,786
Other receivables 10 265,571 239,187
Goods and warehouses 11 47,211,958 57,549,326
Goods in transit and orders 16,130 29,736
Prepaid expenses 12 402,533 470,106
Other debit balances 13 924 825 884,031
Total current assets 56,736,737 71,256,980
Non ~ current assets &
Property, plants and equipments (net) 14 34,236,870 34,825,313
Projects under construction 15 509,959 1,618,898
Investment in associate 16 50,000 -
Total non-current assets 34,796,829 36,444,211
Total asscts 91,533,566 107,701,191
Liabilities and Equity
Current liabilities
Trade accounts payable 2,653,520 1,113,994
Due to related parties 17 9,030,375 27,779,356
Income tax provision 600,249 G39,288
Sharcholders deposits 6,912,257 41,592
Other credit balances 18 1,595,418 2,373,984
Total current liabilities 20,791,819 32,248,214
Total liabilitics 20,791,819 32,248,214
Equity 19
Subscribed and paid in capital 55,000,000 55,000,000
Statutory reserve 9,713,890 8,987,642
Retained earnings 6,027,857 11,465,335
Total Equity i 70,741,747 75,452,977
“Total Liabilities & Equity 91,533,566 107,701,191

The notes from page 8 to 34 are an integral part of these financial statements
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Northern Cement Company

"Public Shareholding Company"
Amman -The Hashemite Kingdom of Jordan
Interim Statement of Profit or Loss and Other Comprehensive Income (JOD)

For the period ended
Note 30/09/2017 30/09/2016
Sales 35,657,081 49,218,481
Cost of sales 20 (26,700,979)  (36,507,461)
Gross profit 8,956,102 12,711,020
Otherrevenues B 7,905 6,153
Selling and distribution expenses & (555,208) (979,266)
Administrative and general expenses 22 (1,146,321) (1,328,227)
Profit from continuing operations 7,262,478 10,409,680
Profit for the period before tax 7,262,478 10,409,680
Income tax cxpense (508,373) (728,677)
Profit after tax N 6,754,105 9,681,003

Other comprehensive income ' -

Comprehensive income for the period 6,754,105 9,681,003

Weighted average of shares 55,000,000 55,000,000

Earnings per share for the period 0.123 0.176

The notes from page 8 to 34 are an integral part of these financial statements
4
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Northern Cement Company

""Public Shareholding Company"
Amman -The Hashemite Kingdom of Jordan
Interim Statement of Cash Flows (JOD)

For the period ended

Cash Flows from Operating Activitics 30/09/2017 30/09/2016
Profit for the period 7,262,478 10,409,680
Adjustments

Depreciation 1,957,682 1,982,077
Changes in:

Trade accounts receivable 1,945,779 1,677,927
Cheques under collecting 1,949,944 2,645,751
Other receivables (26,384) 583,949
Goods and warehouses 10,337,368 (6,142,788)
Goods in transit and orders 13,606 1,877,314
Prepaid expenscs and other debit balances 26,779 (229,217)
‘I'rade accounts payable 1,539,526 (711,713)
Due to related parties (18,748,981) 2,598,634
Shareholders deposits 6,870,665 -
Other credit balances (778,566) 467,881
Paid income tax (847,412) (1,182,688)
Net cash from operating activities 11,502,484 13,976,807
Cash flows from investment activities

Purchase of property and equipment (1,369,239) (325,766)
Projects under construction 1,108,939 (1,029,838)
Disposal of property and equipment - 184,414
Investment in associate (50,000) -

Net cash flows from investment activities (310,300) (1,171,190)
Cash flows from financing activities

Dividends (11,465,335) (13,750,000)
Net cash flows from financing activities (11,465,335) (13,750,000)
Net (decrease) in cash (273,151) (944,383)
Cash and cash equivalents at beginning of the year 1,637,081 2,545,494
Cash and cash equivalent at ending of the period 1,363,930 1,601,111

The notes from page 8 10 34 arc an integral part of these financial statements

7



Northern Cement Company
""Public Shareholding Company"
Amman -The Hashemite Kingdom of Jordan
Interim Notes to the Financial Statements

1- Reporting Entity

Northern Cement Company (Public Shareholding) is domiciled in Jordan under the
registration number (464) with (55,000,000) JOD capital, the company’s registered 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.
2- Standards issued but not yet effective
A. Disclosure initiative (amendments to IAS 7)

Amendments to IAS (7) require disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities, including both changes
arising from cash flow and non-cash changes. The amendments are effective for annual

periods beginning on or after 1 January 2017, with early adoption permitted.

B. Recognition of deferred tax assets for unrecalized losses (amendments to TAS 12)

Amendments to TAS (12) clarify the accounting for deferred tax assets for unrealized
losses on debt instruments measured at fair value. The amendments are effective for

annual periods beginning on or afier 1 January 2017, with early adoption permitted.
C.Revenue from contracts with customers ( IFRS 15)

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognized. It replaces existing revenue recognition guidance, including
IAS (18) Revenue and, TAS (11) construction contracts. IFRS (15) is effective for annual

periods beginning on or after 1 January 2018, with early adoption permitted.



Northern Cement Company
Notcs to the financial statements

®» Sales of goods

For the sale of products, revenue is currently recognized when the goods are delivered to
the customers® premises, which is taken to be the point in time at which the customer
accepts the goods and the related risks and rewards of ownership transfer. Revenue is
recognized at this point provided that the revenue and costs can be measured reliably, the

recovery of the consideration is probable and there is no continuing management

involvement with the goods.

* Rendering of services

If the services under a single arrangement are rendered in different reporting periods, then
the consideration is allocated on a relative fair value basis between the different services.
Revenue is currently recognized using the stage-of-completion method Under IFRS 15,
the total consideration in the service contracts will be allocated to all services based on
their stand-alone selling prices. The stand-alone selling prices will be delermined based
on the list prices at which the company sells the services in separate transactions.

a3 Construction contracts

Contract revenue currently includes the initial amount agreed in the contract plus any
variations in contract work, claims and incentive payments, to the extent that it is
probable that they will result in revenue and can be measured reliably. When a claim or
variation is recognized, the measurc of contract progress or contract price is revised and
the cumulative contract position is reassessed at each reporting date. Under IFRS 15,
claims and variations will be included in the contract accounting when they are approved.
D- Financial InstrumentsIFRS (9)

IFRS 9 contains a new classification and measurement approach for financial assets that
reflects the business model in which assets and their cash flow are managed. IFRS 9
contains three principal classification categories for financial assets which are measured
at amortized cost, fair value through other comprehensive income and fair value through
profit or loss. The standard eliminates the existing 1AS 39 categories of held to maturity,
loans and receivables and available for sale. IFRS 9 will require extensive new
disclosures, in particular about hedge accounting, credit risk and expected credit losses.
IFRS (9) is effective for the annual periods beginning on or after 1 January 2018 with

earlier adoption permitted.



Northern Cement Company
Notes to the financial statements

E- LeasesIFRS (16)

IFRS 16 introduces a single, one-balance lease sheet accounting model for lessecs. A

lessee recognizes a right-of-use asset representing its right to use the underlying asset and
a lease liability representing its obligation to make lease payments. There are optional
exemptions for short-term leases and leases of low value ilems, Lessor accounting

remains similar to the current standard - i.e. lessors continue to classify leases as finance

or operaling leases.
3- Basis of accounting
a. These financial statements have been prepared in accordance with International
Financial Reporting Standards. They were authorized for issue by the company’s
Board of director on 23/10/2017.

b. These financial statements have been prepared based on going concern assumption
and under the historical cost basis {except those {inancial assets and other items
that measured by fair value as at the date of financial statement in compliance
with International Standards).

c. These financial statements have been prepared under the accrual basis of
accounting, under this basis the cffccis of transactions and other events are
recognized when they occur and not as cash is received or paid and they are
recorded in accounting records and reported in the financial statements of the
period to which they related.

4- Functional and presentation currency
These financial statements are presented in JOD which is the company's functional
currency all amounts have been rounded to nearest (JOD), unless otherwise indicated.
5- Use of judgments and estimates
v In preparing these consolidated financial statements, management has made
judgments, estimates and assumptions that affect the application of the company
accounting policies and the reported amounts of assets, liabilities, income and
expenscs. Actual results may differ from these estimates.
v" Estimates and underlying assumplions are reviewed on an ongoing basis Revisions

to cstimates are recognized prospectively.

10



Northern Cement Company
Notes to the financial statements

6- Accounting policies
The company has consistently applied the following accounting policies to all periods
presented in these consolidated financial statements.

A-Foreign currency
-Iforeign currency transactions

v" Transactions in foreign currencies are translated into the respective functional
currencies of company at the exchange rates at the datcs of the transactions.

v’ Monetary assets and liabilities denominated in foreign currencies are translated
into the functional currency at the cxchange rate at the reporting date. Non-
monetary assets and liabilities that are measured at fair value in a foreign currency
are translated into the functional currency at the exchange rate when the fair value
was determined. Non-monetary items that are measured based on historical cost in
a foreign currency are translated at the exchange rate at the date of the transaction.
Foreign currency differences are generally recognized in profit or loss. However,
foreign currency differcnces arising from the translation of available-for-sale
equity investments, a financial liability designated as a hedgc of the net investment
in a foreign operation to the extent that the hedge is effective, and qualifying cash
flow hedges to the extent that the hedges are effective are recognized in other

comprehensive income.

- Foreign operations

v" The assets and liabilities of foreign operations, including goodwill and fair value
adjustments arising on acquisition, are translated into functional currency at the
exchange rales at the reporting date. The income and expenses of foreign
operations are translated into functional currency at the exchange rates at the datcs
of the transactions.

v Foreign currency differences are recognized in other compressive income and
accumulated in the translation reserve, except to the extent that the translation

difference is allocated to net compressive income.

11



Northern Cement Company
Notes to the financial statements

v" When a foreign operation is disposed of in its entirety or partially such that
control, significant influence or joint control is lost, the cumulative amount in the
translation reserve related to that foreign operation is reclassificd to profit or loss
as part of the gain or loss on disposal. If the Group disposes of part of its interest
in a subsidiary but retains control, then the relevant proportion of the cumulative
amount is reattributed to net compressive income. When the company disposes of
only part of an associate or joint venture while retaining significant influence or

joint control, the relevant proportion of the cumulative amount is reclassified to

profit or loss.
B- Discontinued operation

A discontinued operation is a component of the company's business, the operations and

cash flows of which can be clearly distinguished from the rest of the company's and

which:

v Represents a separate major line of business or geographic area of opcrations.
v' Is part of a single co-ordinate plan to dispose off a separate major line of business
or geographic area of operations

v’ is a subsidiary acquired exclusively with a view to re-sale.

v" Classification as a discontinued operation occurs at the earlier of disposal or when

the operation meets the criteria to be classified as held-for-sale.
C- Revenue
= Sale of goods

Revenue is recognized when the significant risks and rewards of ownership have been
transferred to the customer, recovery of the consideration is probable, the associated costs
and possible return of goods can be estimated reliably, there is no continuing management
involvement with the goods and the amount of revenue can be measured reliably,
Revenue is measured net of returns, trade discounts and volume rebates.

®* Rendering of services

If the services under a single arrangement are rendered in different reporting periods, then

the consideration is allocated on a relative fair value basis between the different services.

12



Northern Cement Company
Notes to the financial statements

The company recognizes revenue from rendering of services in proportion to the stage of’
completion of the transaction at the reporting date. The stage of complelion is assessed

based on surveys of work performed.
* Commissions

If the company acts in the capacity of an agent rather than as the principal in a
transaction, then the revenue recognized is the net amount of commission made by the
company.

=  Construction contracts

Contract revenue includes the initial amount agreed in the contract plus any varijations in
contract work, claims and incentive payments, to the cxtent that it is probable that they

will result in revenue and can be measured reliably.

If the outcome of a construction contract can be estimated reliably, then contract revenue
is recognized in profit or loss in proportion to the stage of completion of the contract. The
stage of completion is assessed with reference to surveys of work performed. Otherwise,
contract revenue is recognized only to the extent of contract costs incurred that are likely

to be recoverable.

Contract expenses are recognized as incurred unless they create an asset related to future
contract activity an expected loss on a contract is recognized immediately in profit or

loss.

D- Investment property rental income

Rental income from investment property is recognized as revenue on a straight-line basis
over the term of the lease. Leasc incentives granted are recognized as an integral part of
the total rental income, over the term of the lease. Rental income from other property is

recognized as other income.
E- Employce benefits

Employee benefits are expensed as the rclated services are provided. A liability is
recognized for the amount expected 1o 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

employee and the obligation can be estimated.

13



Northern Cement Company
Notes to the financial statements

F- Government grants

Government grants including non-monetary grants at fair value shall not be recognized
until there is reasonable assurance that:

a- The entity will comply with a conditions attaching to them.

b- The grants will be received.

Government grants shall be recognized in profit or loss on systematic basis over the

periods in which the entity recognizes as expenses the related cost for which the grants

are intended to compensate,

G- Income tax

Income tax for the period is based on the taxable income for the ycar. Taxable income
differs from profit as reported in the statement of comprehensive income for the period as
therc are some items which may never be taxable or deductibie for tax and other items
which may be deductible or taxable in other periods tax expense is recognize in
compliance with regulation.
v" Northern Cement Company is classified as indusirial company; it's subjected to
14%  from net income incompliance with Jordanian Taxation Law for the ycar
2015 with registration number (16602820).

v" The company is exemptions according to Jordanian Investment Law number (16)
for the year 1995, and according to article (8) from Jordanian Investment Law

no.(68) for the year 2003 the company has the following exemptions:.

A. Exemptions from fees and taxes accordance to Jordanian Investment Law number
(16) for thc year 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 fees incompliance with current
regulation and exempt (50%) of income tax for 10 years starling from the date of

actual work,

C. Exemption for machines and rolling equipments and spare paris by (52,837,631}

JOD from all customs fees and taxes.

14



Northern Cement Company
Notes to the financial statements

H-Inventories
v Inventories are measured at the lower of cost and net realizable value.

v The cost of inventory includes the purchase prices and other cost incurred to bring

it in use.

I-Property, plant and equipment

v' Ttems of property, plant and equipment are measured at cost, which includes cost
incurred to bring the assct to operation, in addition tocapitalized borrowing costs,

less accumulated depreciation and any accumulated impairment losses.

v" If significant parts of an item of property, plant and equipment have different
uscful lives, then they are accounted for as separatc items (major components) of
property, plant and equipment.

v¥" Any gain or loss on disposal of an item of property plant and equipment is
recognized in profit or loss.

v" Subscquent expenditure is capitalized only if it is probable that the futurc

economic benefits associaled with the expenditure will flow to the company.

v' Depreciation is calculated to 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 gencrally recognized in profit or loss. Leased
assets are depreciated over the shorter of the lease term and their useful lives
unless it is reasonably certain that the company will obtain ownership by the end

of the lease term. Land is not depreciated.

v The estimated useful lives of property, plant and equipment for current and
comparative periods are as follows:
- Buildings (4%)
- Machines and equipments {8%)
- Vehicles (15%)
- Furniture and devices (15%)
v Depreciation methods, useful lives and residual values are reviewed at cach

reporting datc and adjusted if appropriate.

15



Northern Cement Company
Notes to the financial statements

G- Intangible assets

v

v

Expenditure on research activities is recognized in profit or loss as incurred.

Development expenditure is capitalized only if the expenditure can be measured
reliably, the product or process is technically and commercially feasible, future
economic benefits are probable and the company's intends to and has sufficient
resources to complete development and to use or sell the asset. Otherwise, it is
recognized in profit or loss as incurred.

Subsequent to initial recognition, development expenditure is measured at cost
less accumulated amortization and any accumulated impairment losses.

Other intangible asscts, including customer relationships, patents and trademarks
that are acquired by the company's and have finite useful lives arc measured at
cost less accumulated amortization and any accumulated impairment losses.
Subscquent expenditure is capitalized only when it increases the future economic
benefits embodied in the specific asset to which it relates. All other expenditure,
including expenditure on internally generated goodwill and brands, is recognized

in profit or loss as incurred.

Notes 1o thefinancial statements Amortization is calculated to write off the cost of
intangible assets less their estimated residual values using the straight-linc method
over their estimated useful lives, and is generally recognized in profit or loss.

Goodwill is not amortized.

Amortization methods, useful lives and residual values are reviewed at each

reporting datc and adjusted if appropriate.

K-Investments property

v

v

v

Investment property comprises non-owner occupied buildings held to earn rentals
and for capital appreciation.

Investments property is initially recognized at cost plus any expenses attributable
directly to it.

After initial recognition when using the cost model and in the case of lower
recoverable amount of investments than its book value it should be reduced to the
recoverable amount and the impairment is recognized through profit and loss. If
the fair value for impaired investment property increased, recorded impairment
loss is reversed no more than the cost or fair value whichever is less.
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L- Noncurrent assets held for sale

v

v

Non-current assets are classified as held-for-sale if it is highly probable that they

will be recovered primarily through sale rather than through continuing use.

Such assets are generally measured at the lower of their carrying amount and fair
value less costs to sell. Impairment losses on initial classification as held-for-sale

and subsequent gains and losses on measurement are recognized in profit or loss.

Once classified as held-for-sale, intangible assets and property, plant and
equipment are no longer amortized or depreciated, and any equity-accounted

investee is no longer equity accounted.

M-Financial Instruments

v

Financial assels are classified into financial assets at fair value through profit or
loss, held-to-maturity financial assets, loans and receivables and available-for-sale
financial assets.

Financial liabilities arc classified into financial liabilities at fair value through

profit or loss and other financial liabilities.

The company initially recognizes loans and receivables and debt securities issued
on the date when they are originated. All other financial assets and financial
liabilities are initially recognized on the trade date when the entity becomes a

party to the contractual provisions of the instrument,

The company derecognizes a financial asset when the contractual rights to the cash
flows from the asset expire, or it transfers the rights to receive the contractual cash
flows in a transaction in which substantially all of the risks and rewards of

ownership of the financial asset are transferred.

The company derecognizes a financial liability when its contractual obligations are

discharged or cancelled, or expire.

Financial assets and financial liabilities arc offset and the net amount presented in
the statement of financial position when, and only when, the company currently
has a legally enforceable right to offset the amounts and intends either to settle

them on a net basis or to realize the asset and settle the liability simultaneously.
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v' A financial asset is classified as at fair value through profit or loss if it is classified
as held-for-trading or is designated as such on initial recognition. Directly
attributable transaction costs are recognized in profit or loss as incurred. Financial
assets at fair value through profit or loss are measured at fair value and changes
therein, including any interest or dividend income, are recognized in profit or loss.

v Held-to-maturity financial assets are initially measured at fair value plus any
dircctly attributable transaction costs. Subsequent to initial recognition, they are
measurcd at amortized cost using the effective interest method.

v' Available-for-sale financial assets are initially measured at fair value plus any
directly attributable transaction costs. Subsequent to initial recognition, they are
measured at fair value and changes therein, other than impairment losses and
foreign currency differences on debt instruments, are recognized in other
compressive income and accumulated in the fair value reserve. When these assets
are derecognized, the gain or loss accumulated in equity is reclassified to profit or
loss.

N-Impairment

- Financial assets

v' Tinancial assets not classified as at fair value through profit or loss, including an
interest in an equity-accounted investce, are assessed at each reporting date to
determine whether there is an objective evidence of impairment such as
Indications that a debtor or issuer will enter bankruptcy, the disappearance of an

active market for a security because of financial difficulties.
- Non-financial assets

v At each reporting date, the Group reviews the carrying amounts of its non-
financial assets (other than biological assets, investment property, inventories and
deferred tax assets) to determine whether there is any indication of impairment. If
any such indication exists, then the asset’s recoverable amount is estimated.

Goodwill is tested annually for impairment.
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v" The recoverable amount of an asset is the greater of its valuc in use and its fair
value less costs to sell. Valuc in use is based on the estimated futurc cash flows,
discounted to their present value using a pre-tax discount rate that reflects current

market assessments of the time value of money and the risks specific to the asset.

v’ An impairment loss is recognized if the carrying amount of an asset exceeds its
recoverable amount.

¥" An impairment loss in respect of goodwill is not reversed. For other assets, an
impairment loss is reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, nct of

depreciation or amortization, if no impairment loss had been recognized.

O-Leases

v’ Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases
are classified as operating leases.

v’ Rental income {rom operating leases is recognized on a straight-line basis over the
term of the relevant lease.

v’ Assets held under finance leases are recognized as assets of the company at the
fair value at the inception of the lease or if lower, at the present value of the
minimum lease payments. The related liability 10 thc lessor is included in the

Statement of financial position as a finance lease obligation.

v' Lease payments are apportioned between interest expenses and capital redemption
of the liability, Interest js recognized immediately in profit or loss, unless
attributable to qualifying asscts.

P- Provisions
v Provisions are recognized when the company has a presented obligation (legal or
constructive) as a result of a past event, it is probable that the company will be
required to settle the obligation, and a reliable estimate can be made of the

amount of the obligation,
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v 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,

Q- Operating profit

v Operating profit is the resuit generated from the continuing principal revenue
producing activitics of the company as well as other income and expenses related
to operating activities. Operating profit excludes net finance costs, share of profit

of equity accounted investees and income taxes.
R- Fair value measurement

v" Fair value’ is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date in the principal or, in its absence, the most advantageous market to which the
company has access at that date. The fair value of a liability reflects its non-

performance risk.

¥ A number of the company accounting policies and disclosures require the
measurcment of fair values, for both financial and non-financial assets and
liabilities.

v When one is available, the company measures the fair value of an instrument
using the quoted price in an active market for that instrument. A market is
regarded as aclive if transactions for the asset or liability take place with sufficicnt

frequency and volume to provide pricing information on an ongoing basis.

v" If there is no quoted price in an active market, then the company uses valuation
techniques that maximize the use of relevant observablc inputs and minimize the
use of unobservable inputs. The chosen valuation technique incorporates all of the

factors that market parlicipants would take into account in pricing a transaction.

v' If an asset or a liability measured at fair value has a bid price and an ask price,
then the company measures assets and long positions at a bid price and liabilities

and short positions at an ask price,
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S- Borrowing costs

v" Borrowing costs that are directly attributable to the acquisition, construction or

v

production of a qualifying asset are capitalized as part of the cost of that asset.

Other borrowing costs are expensed in the period in which they are incurred.

T -Related partics

v

v

A related party is a person or entity that is related 1o the entity that is preparing its
financial statements.

A person is a related party if that person has control or significant influence over
the reporting entity; or is a member of the key management personnel. an entity is
a related party if this entity and the reporting entity are members of the same
group or one entity is an associate or joint venture of the other entity or the entity
is controlled by a related person.

A related party transaction is a transfer of resources, services or obligations
between a reporting cnlity and a related party, regardless of whether a price is
charged.

Key management personnel are those persons having authority and responsibility
for planning, directing and controlling the activities of the entity, directly or

indirectly, including any director of that entity.

Name of party Type of Nature of 30/09/2017 | 31/12/2016

transaction relation

Northern Region Cement Co. | Trading | Mother company (8,956,061) | (27,779,356)

|

| Sarah Zamzam Co. | Trading “Associate (74,314) -

V- Events after the reporting period

Events after the reporting period are those events, favorable and unfavorable, that

occur between the end of the reporting period and the date when the financial

statements are authorized for issue and there are to kind of events afier the reporting

period..

1-

2-

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 financial siatemenis
Those that are indicative of conditions that arose after the reporting period, an

entity shall not adjust the amounts recognized in its financial statements.
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W-Contingent Liabilities

Contingent liabilities are obligations that could result from a past event and will

confirm their presence only by the occurrence or non-occurrence of a future uncertain

and not within the control of the company and are not recognized in the records

because it is not likely to flow release of economic benefits for the payment of the

obligation cannot be measured amount of the obligation reliably.

U- 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 elements are present:
power over the investee, exposure to variable returns from the investec, and the
ability of the investor to 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 elements of control.

X-Investment in associates

v

v

An associate is an entity over which the company has significant influence and
that is ncither subsidiary not an interest in a joint venture.

Significant influcnce is the power to participatc in the financial and operating
policy decisions of the investment but is not control or joint control over those
policies.

The investment in an associate is initially recognized at cost and adjusted for the
company share of in the net assets of the investment after the date of acquisitions
and for any impairment in value (equity method) except when the investment is
classified as held for sale in accordance with IFRS 5, non — current assets held for

sale and discontinued operation.
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Y- Capital management
v' The company policy is to maintain a strong capital base so as to maintain investor,
creditor and market confidence and to sustain future development of the business.

¥ Managemenl monitors the return on capital, as well as the level of dividends to

ordinary sharcholder

v' The board of directors seeks 1o maintain a balance between the higher returns that
might be possible with higher levels of borrowing and the advantages and security

afforded by a sound capital position.

v" The company monitors capital using a ratio of ‘adjusted net debt’ 1o ‘adjusted
equity’. For this purpose, adjusted net debt is defined as total liabilities,
comprising interest-bearing loans and borrowings and obligations under finance
leases, less cash and cash equivalents. Adjusted equity comprises all components

of equity other than amounts accumulated in the hedging reserve.

Z- Financial risk management
The company has exposure to the following risks arising from financial instruments:
1-credit risk
2-liquidity risk
3-market risk
Risk management framework
v" The company’s board of directors has overall responsibility for the establishment
and oversight of the company risk management framework. The company risk
management policies are established to identify and analyze the risks faced by the
company, to set appropriate risk limits and controls and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly
to reflect changes in market conditions and the company activities.
v" The company, through its training and management standards and procedures,
aims to maintain a disciplined and constructive control environment in which all

employees understand their roles and obligations,
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Credit risk

v Credit risk is the risk of financial loss to the company if a customer or
counterparty to a financial instrument fails to meet its contractual obligations, and
arises principally from the company receivables from customers and investments
in debt securities.

v' The carrying amount of financial assets represents the maximum credit exposurec.

v' The company exposure to credit from Trade and other receivables risk is
influenced mainly by the individual characteristics of each customer. However,
management also considers the factors that may influence the credit risk of its
customer base, including the default risk associated with the industry and country
in which customers operate.

v" The company limits its cxposure to credit risk from trade receivables by
cstablishing a maximum payment period of three and sixmonths.

v The company monitors risk cash and cash equivalents by dealing with banks with
good reputation.

v" Liquidity risk is the risk that the company will encounter difficulty in meeting the
obligations associated with its financial liabilities that are sctiled by delivering
cash or another financial asset.

v’ The company approach to managing liquidity is to ensure, as far as possible, that it
will have sufficient liquidity to meet its liabilitics when they are due, under both
normal and stressed conditions, without incurring unacceptable losses or risking

damage to the company reputation.

Market risk
Market risk is the risk that changes in market prices — such as foreign exchange rates,
interest rates and equity prices — will affect the company income or the value of its
holdings of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimizing the

refurn.
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1-Currency risk

The company is exposed to currency risk to the extent that there is a mismatch between

the currencies in which sales, purchases and borrowings are denominated and the

respective functional currencies of company companies. Management monitors

fluctuation in foreign currencies exchange rates and believes that the company is exposed

to currency risk due to transactions in foreign currencies rather than USD since the

functional currency of the company JOD has fixed exchange ratc with USD.

2-Interest rate risk

Interest rate risk arises from the effects of fluctuations in the lcvels of markets interest

rates on the fair value of financial assets and liabilities and future cash flows.

8- Cash and cash equivalents

Cash at hand

Petty cash

Arab Bank / current account

Islamic International Arab Bank- USD
Islamic International Arab Bank- JOD
Islamic International Arab Bank- EURO
Housing Bank — JOD

Housing Bank — USD

Total

9-Cheques under collection

Islamic International Arab Bank
Total

30/09/2017 31/12/2016
947,928 214,259
29,668 29,952
32,786 46,999
83,090 128,983
269,962 1,033,261

496 496
. 3,061
. 180,070

1,363,930 1,637,081

30/09/2017 31/12/2016

4,060,783 6,010,727

4,060,783 6,010,727
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10-Other receivables

Payments in advance
Due from employees
Other receivables

Total

11-Goods and warchouses

Raw materials

Finished goods

Packing materials

Spare parts and materials
Oil , grease and water

Total

30/09/2017 31/12/2016
132,580 132,394
101,117 74,919
31,874 31,874
265,571 239,187
30/09/2017 31/12/2016
41,829,984 51,875,371
937,426 1,144,280
246,602 407,745
4,195,488 4,119,432
2,458 2,498
47,211,958 57,549,326
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12-Prepaid expenses

Factory's insurance
Consulting and subscriptions
Attorney's fees

Health insurance
Donations

Maintenance
Maintenance of the mill
Rent

Consumables

Bonuses

Bozzolana mine

Total

13- Other debit balances

Refundable deposits

Margin on guarantees

Income tax

Claims to social security and others

Total

30/09/2017 31/12/2016
- 30,435
54.405 70,706
9,008 208
3,321 157,213
46,296 14,200
80,502 88,020
77,202 92,934
27,276 11,875
= 4,515
54,908 -
49,615 3
402,533 470,106
30/09/2017 31/12/2016
102,074 102,074
713,836 713,252
69,335 35,506
39,580 33,199
924,825 884,031
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14- Property, plants and equipments

Lands | Buildings | Machines | Vehicles | Furniture and Total
30/09/2017 and devices
equipments
Cost JOD JOD JOT JOD JOD JoD |
Opening balance 915,683 | 13,880,366 | 36,084,868 | 1,200,168 605,819 52,686,904
Additions . 241,494 | 1,079,897 . 47,848 1,369,239
Ending balance 915,683 | 14,121,860 | 37,164,765 | 1,200,168 653,667 54,056,143
Accumulated '
depreciation
Opening balance - | 4,343,171 | 12,123,440 973,398 421,582 17,861,591
Additions : 509,147 | 1,357,282 | 36,922 54,331 1,957,682
Ending balance - 4,852,318 | 13,480,722 | 1,010,320 475,913 19,819,273
Net book value
915,683 | 9,269,542 | 23,684,043 | 189,848 177,754 34,236,870
Lands | Buildings | Machines | Vehicles | Furniture and Total
31/12/2016 and devices
equipments
Cost JOD JOD JOT JOD JOD JOD
Opening balance 750,968 | 13,823,104 | 36,291,982 | 1,275,288 | 577,711 52,719,053 |
Additions 164,715 | 59,381 259,232 | 105,759 36,887 625,974
Disposals - (2,119) | (466,346) | (180,879) (8,779) (658,123)
Ending balance 915,683 | 13,880,366 | 36,084,868 | 1,200,168 605,819 52,686,904
Accumulated
depreciation
Opening balance - 3,675,145 | 10,467,252 | 993,327 367,086 15,502,810
Additions 3 669,091 | 1,755,066 | 135,514 61,582 2,621,253
Disposals = (1,065) (98,878) | (155,443) (7,086) (262,472)
Ending balance - 4,343,171 | 12,123,440 | 973,398 421,582 17,861,591
Net book value
915,683 | 9,537,195 | 23,961,428 | 226,770 184,237 34,825,313
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15-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.

16-Investment in associates

Contribution 30/09/2017 31/12/2016
rate JOD JOD
Sarah Zamzam Co. 50% 50,000 -
UL 50,000 -

This investment represents the investment of 50% of Sarah Zamzam Company
capital which is valued at (100,000) JOD. Sarah Zamzam is a limited liability
company registered at the Ministry of Industry and Trade since 14\11\2016 under
the number (2116).

The company recognized this investment as investment in associate, hence it does
not have control over the decisions which are made by both partners. Thecompany
uses the equity methods in recognized this investment, in accordance with
International Standard, by using this method the investment is initially recognized
by cost then will increase with company share of profit and will decrease by the
company share of loss and dividends in addition to any impairment in its value.
There are no audited financial statements for Sarah Zamzam Company up to the
date of preparing these financial statements and according to local registration

limited liability Companies arc preparing audited financial statements once a year.
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17- Due to related parties

Northern Region Cement Co.,

Sarah Zamzam Co.
Total

18- Other credit balances

Accrued expenses

Due to taxation department
Due to social security
Other payables

Sale tax

Employees' benefits

Total
19- Equity

*  Capital

Northern Cement Company is a shareholding company which is registered in the
Ministry of Industry and Trade since 01/07/2010 with (55,000,000) JOD capital.

= Statutory reserve

This balance represents 10% of this period and previous years' profit carried

forward incompliance with Jordanian Company's Law article (186) and this

30/09/2017 31/12/2016
8,956,061 27,779,356
74,314 -
9,030,375 27,779,356
30/09/2017 31/12/2016
184,018 127,667
2,934 11,525
41,705 38,423
4,955 19,451
223,704 1,269,734
1,138,102 907,184
1,595,418 2,373,984

balance is not attributable to sharcholders.

* Retained earnings

This balance represents the profit carried forward of this period and previous years

after provisions.
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20- Cost of sales

Note 30/09/2017 30/09/2016
Raw materials 19,311,163 29,257,720
Operational expenses 20-1 5,270,170 5,893,121
Depreciation 1,912,792 1,928,750
Cost of production 26,494,125 37,079,591
Finished goods / opening balance 1,144,280 573,543
Goods available for sale 27,638,405 37,653,134
Finished goods / ending balance (937,426) (1,145,673)
Total 26,700,979 36,705,461
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20-1- Operationalexpenses

30/09/2017 30/09/2016

Wages and salaries 1,145,819 1,238,692
Social security 156,178 145,224
Water and electricity 2,572,493 3,161,055
Maintenance 409,454 433,260
Fuel 56,204 30,094
Mail and phone 7,127 7,586
Health insurance 132,645 128,502
Stationery 3,029 2,973
Car expenses 13,815 12,612
Consumable 3,746 5,538
Transportation 50,431 42,612
Employees transportation 84,080 82,976
Security 40,680 35,190
Hospitality 156,861 162,869
Analysis of samples 15,039 16,678
Miscellaneous 60,522 23,602
Professional uniform 16,985 23,403
Rent 1,875 1,875
Machines' expenses 109,184 67,283
Traveling 1,365 1,360
Supporting material 18,771 32,753
Factory insurance 29,909 30,110
Oils and greases 20,581 30,514
Employees' benefits 163,377 176,360
Total 5,270,170 5,893,121
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21-Selling and distribution expenses

30/09/2017 30/09/2016
Wages and salaries 86,297 87,713
Social security 11,117 10,956
Transportation 11,620 2,803
Cars' expenses 3,789 1,992
Exhibitions 2,985 6,536
Miscellaneous 2,603 7,862
Mail and phone 2,726 3,500
Hospitality 6,534 9,845
Medical insurance 11,601 12,330
Stationery 242 1,144
Advertising 91,203 86,335
Traveling 2,573 13,515
Transportation and shipping 266,020 542,807
Non-deductible tax 2,311 23,874
Selling expenses 44,707 123,440
Employees' benefits 8,880 4,266
Export expenses - 33,348
Total 555,208 979,266
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22- Administrative and general expenses

Salaries and bonuses
Social security
Water, electricity and telephone
Stationery

Cars’ expenses
Exhibitions
Traveling
Advertising

Rents

Professional fees
Hospitality

Health insurance
Maintenance

Bank expenses
Insurance

Fces and Licenses
Computers' expenses
Cleaning

Donation
Transportation
Membership and subscriptions
Miscellaneous
Employees' benefits
Depreciaition

Total

30/09/2017 30/09/2016
493,512 580,521
60,185 58,897
18,472 20,005
3,267 8,295
24,863 15,177
1,343 10,984
21,947 27,340
14,519 6,086
37,500 33,833
56,662 93,196
8,949 10,963
27,042 27.567
4,487 9.410
218 404
544 526
9,460 11,961
3,583 5,760
17,721 17,192
100,615 111,600
41,133 38,481
76,698 48,385
18,049 25,823
58,662 112,494
44,890 53,327
1,146,321 1,328,227
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