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Report on Review of Interim Financial Statenients

‘T'o the Shareholders of
Northern Cenmient Company
l)

ublic Sharchalding Company

Amman - Jordan

introduction

We have reviewed the accompanyingeonsoiidatedinierim financial statement of Northesn
Cement Company (.8} as of June30. 2018 and consolidatedinterim statement of profit or
loss and other comprehensive income andeonsolidated interim statement of changes in
equity and consolidated interim statements of cash flows for the six month pariod then
ended. and @ summary of significant accounting policies and other explanatory notes.
Managememt is responsible for the preparation and fair presentation of this interim
finanetal nformation in accordance with International Financial Reporting Standard
(34).0ur 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
Fngagements (2410). A yeview of interim financial information consists of making
inquirics. 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 conducied in accordance with International Standards on Auditine and
consequently dose not enables us to obtain assurance that we would hecome aware of all
significant matters that might be identified in an audit. Accardingly. we do not express an

audit opinion.
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Consulting & Auditing

Conclusion

Based on our review. nothing has come 1o our aitentjon that causes us to believe that the
accompanyingeonsolidated interim financial statement does not give a vue and fair view
of the financial position ol the entity as al June 30. 20108, and ol its financial performance
and its cash flows for the sia month period then ended in accordance with International

Financial Reporting Standards.

On behalf of Amman - Jordan
IPB Member of Kreston Int'l 10 July 2018
Dr. Reem AL-Araj
License No. (820)

fol {00962 61 5823441 Fax (06 Y62 9) 5823442 PO Box 50035 Ammaen 1152 Jordan g-ma - phainels.oom, o



Northern Cement Company

"Public Shareholding Company"
Amman -The Hashemite Kingdom of Jordan

ConsolidatedInterim Statement of Financial Position

Assets

Current assets

Cash and cash equivalent
Cheques under collection
Trade accounts receivable
Other receivables

Duc from related parties
Goods and warchouses
Goods in transit and orders
Prepaid expenses

Other debit balances

Total current assets

Non - current assets

Property, plant and equipment (net)
Projects under construction
Investment in associates

Total non-current assets

Total assets

Liabilities and Equity
Current liabilities
Trade account puyables
Due to related parties
Income tax provision
Shareholders deposits
Other credit balances

Total 'cu;'rent liabilities

Total liabilitics

Equity

Capital

Statutory reserve

Other comprehensive income
Retained carnings

Total Equity

Total Liabilities & Equity

o 30/06/2018 31/12/2017
Consolidated Stand alone
8 1.217.199 626.870
9 2.454.022 4,824.868
2.763,418 4.253,642
10 518,407 175.335
1 50.955 =
12 47.405.445 42,077,607
650,496 .
13 415.155 401.265
14 1.383.145 853.668
56,858,242 53,213,255
15 32.776,917 33.679.163
16 480,951 673.979
17 711,519 701,564
33,969,387 35,054,706
90,827,629 88,267,961
3.387,237 2.406.248
18 13,078,929 8.338.667
- 781.908
8.407,390 39,058
19 2.103.852 2.474.838
26,977,408 14,040,719
26,977,408 14,040,719
55.000.000 55.000,000
10,090.872 10.090,872
(1.358) (10.796)
(1.239.293) 9.147.166
63,850,221 74,227,242
90,827,629 88,267,961

‘The notes from page 8 to 35 are an integral part of these financial statements
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Northern Cement Company

"Public Shareholding Company"

Amman -The Hashemite Kingdom of Jordan

Consolidatedinterim Statement of Profit or Loss and Other Comprehe

asive Income

Sales

Cost of sales

Gross (loss) profit

Other revenues

Selling and distribution expenses

Administrative and general expenses

Share of profit of associates

(Loss) profit of the period before tax

Income tax expense

(Loss)profit from continuing operations

Other comprehensive income

Share oI QCI of associates

Comprehensive income for the period

Weighted average of shares

Earnings per share

For the period ended

Note 30/06/2018 30/06/2017
Consolidated Stand alone
15,721,928 24.708.307
20 (15.984.064)  (18,836,685)
(262,136) 5,871,622
5.148 2.396
21
314.641) (376.909)
2
(740.096) (789.385)
17 517 -
(1,311,208) 4,707,664
3 (329.537)
(1,311,208) 4,378,127
9.438 .
(1,301,770) 4,378,127
55,000,000 55,000,000
(0.024) 0.079

‘The notes from page 8 to 35 are an integral part of these financial statements

4
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Northern Cement Company
"Public Sharcholding Company"
Amman -The Hashemite Kingdom of Jordan
ConsolidatedlInterim Statement of Cash Flows

For the period ended

- 3 . 30/06/2018 30/06/2017
Cash Flows from Operating Activitics Consolidated Stand alone
(Loss) profit of the period (1.311.208) 4.378,127
Adjustments
Share ofprofit of associates (317)
Depreciation 1.316.627 1,303,079
Changes in:
Trade accounts receivable 1,490,224 (746,192)
Checks under collection 2.370.846 2,606,120
Other receivables (343.072) (87.806)
Due from related partics (50.955) -
Goods and warchouses (5.327,838) 8.475,820
Goods in transit and orders (650.496) 13,859
Prepaid expenses and other debit balances (543.367) (72,995)
Trade accounts payable 980,989 3.496,996
Duc to related parties 4.740.262 (19,169,254)
Sharcholders deposits 8,368.332 11,380.975
Other credit balances (370.986) (80.690)
Paid 1ax (781.908) (753.453)
Cash generated from operating activities
Income tax paid - 329,537
Net cash from operating activities 9,886,933 11,074,129
Cash flows from investment activities
Purchase of property and equipment (414.381) (1.225.897)
Projects under construction 193.028 1.146,779
Investment in associate . {50,000
Net cash flows from investment activities (221,353) (129,118)
Cash flows from financing activities
Dividends (9.075.251) (11.465,335)
Net cash flows from financing activities (9,075,251) {11,465,335)
Net increase (decrease) in cash 590,329 (520,324)
Cash and cash equivalents at beginning of the year 626,870 1,637,081
Cash and cash equivalent at ending of the period 1.217,199 1,116,757

‘The notes from page 8 1o 35 are an integral part of these financial statements
7



Northern Cement Company

"Public Shareholding Company"
Amman -The Hashemite Kingdom of Jordan
ConsolidatedNotes to theFinancial Statements

1- 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 registered office
is at Amman , and the lactory is at Al- Mowaqar. The company primarily involved in
clinker industry and grinding. cement industry, implementation of other indusirial
prajects and purchasing lands as necessary in addition to other objectives mentioned in

registration record.

2- Standards issued but not yet cffective
A. 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, 1AS (11) constructioncontracts. IFRS (15) is effective for annual

periods beginning on or afier | January 2018. with early adoption permitted.

* 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 conlinuing management

involvement with the goods.



Northern Cement Cosupany
Nutes 1o the consolidated financial statements

* Rendering of services

I the services under a single arrangement are rendered in different reporting periods, then
the consideralion is allocated on a relative fair value basis between the different services.
Revenue is currently recognized using the stage-of~completion method Under 11FRS 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 determined based
on the list prices at which the company sells the services in separate transactions.

= 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 measure of contract progress or contract price is revised and
the cumulative contract position is reassessed at cach 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 arc managed. IFRS 9
contains threc principal classification categories for financial assets which are measured
at amortized cosl. fair value through other comprehensive income and fair value through
profit or loss. The standard eliminates the existing IAS 39 categories of held (o maturity.
loans and receivables and available for sale. IFRS 9 will require extensive new
disclosures, in particular about hedge accounting, credit risk and expecled credit
losses. IFRS (9) is effective for the annual periods beginning on or afier | January 2018
with carlier adoption permitted.

E- LeasesIFRS (16)

IFRS 16 introduces a single. one-balance lease sheet accounting model for lessces. A
lessee recognizes a right-of-use asset representing its right to use the underlying asset and
a lease liability represcnting its obligation to make lease payments. There are optional
exemptions for shorl-term leases and leases of low value items. Lessor accounting
remains similar to the current standard - i.c. lessors continue to classify leases as linance
or operating leases.

9



Northern Cement Company
Notes to the consolidated financial statements

3- Basis of accounting

HN

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.

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

These financial statements have been prepared under the accrual basis of
accounting. under this basis the effects of transactions and other cvents arc
recognized when they occur and not as cash is reccived 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 amoumnts have been rounded o nearest (JOD), unless otherwisc 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

expensces. Actual results may differ from these estimates.

v Cstimates and underlying assumptions arc reviewed on an ongoing basis Revisions

lo estimates are recognized prospectively.

5- Accounting policies

Basis of consolidation of the financial statements

The company has consistently applied the following accounting policics to all periods

presented in these consolidated financial statements.

v" Consolidated financial statements represent the financial results of the company

and its subsidiary as one entity. all balances and transactions between the
companies arc deleted.

10



Northern Cement Company
Notes to the consolidsted inancial statements

v ‘The consolidated financial statements incorporate the results of business
combination using the cost method. In the financial position, the acquirer’s
identifiable assets. liabilitics and contingent labilities are iitially recognized at
their fair values at the acquisition date. The resultsol acquired operations are
included in the consolidated statement of comprchensive income from the date of
which control is obtained. They are deconsolidated from the date on which control
ceases.

v" These financial statements represent the consolidated financial statements of
Northern Cement Company and its subsidiary White Stars of Mining Investments
Company (L.1..C), which is 100% owned. The company was registered at 11 Jap,
2018 under the number (50156} with capital of (10.000) JOD, it is mainly

involve in grinding. clinker and cement industry.

A-Foreign currency
Foreign currency transactions

v" Transactions in foreign currencies are translated into the respective functional

currencies of company at the exchange rates at the dates of the transactions.

v" Monclary assets and liabilities denominated in forcign currencies are translated
into the functional currency at the exchange 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.,
forcign currency differences arising from the translation of available-for-sake

cquity invesimenis,

a financial liability designated as a hedge 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,



Northern Cement Company
Notes to the consolidated financial statements

- Forcign operations

v

The assets and liabilitics of foreign operations. including goodwill and fair value
adjustments arising on acquisition, are translated into functional curreney at the
exchange rates at the reporting date. The income and cxpenses of foreign
operations arce translated into functional currency at the exchange rates at the dates

of the transactions.

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.

When a foreign operation is disposed of in its entirety or partially such that control.
significant influence or joint contro! is lost, the cumulative amount in the
translation reserve related to that foreign operation is reclassified 1o profit or loss as
part of the gain or loss on disposal. If the Group disposes of part ol its intcrest in a
subsidiary but retains control, then the relevant proportion of the cumulative
amourtt 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 reclassificd to

profit or loss.

B- Discontinucd 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
v

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

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

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.

12
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Northern Cement Company
Noles to the consolidated financial statements

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
ivolvement with the goods and the amount of revenue can be measured refiably.
Revenue is measured net of returns, trade discounts and volume rebates.

* Rendering of services

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

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

The company recognizes revenue from rendering of services in proportion 1o the stage of
completion of the transaction at the reporting date. The stage of completion 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 variations in
contract work. claims and incentive paymenis, (o the extent that it is probable that they

will result in revenue and can be measured reliably.

If the outcome of a construction contract can be cstimated 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 ol work performed. Otherwise,
contract revenue is recognized only to the extent of contract costs incurred that are likely

10 be recoverable.,

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

loss.

13



Northern Cement Company
Naotes to the consolidated financial statements

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. Lease 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- Employee benefits

Employee benefits are expensed as the related 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.

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 compensalc.

G- Income tax

Income tax for the period is based on the taxable income for the year. Taxable income

dilfers from profit as reported in the statement of comprehensive income for the period as

there arc some items which may never be taxable or deductible for tax and other items

which may be deductible or taxable in other periods tax expense is recognize in
compliance with regulation.

¥" Northern Cement Company is classified as industrial company: it's subjected to

14% from net income incompliance with Jordanian Taxation Law for the

year 2015 with registration number (16602820).

v" The company is exemptions according o 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:.

14



Northern Cement Company
Notes to the consolidated Gnancial statements

A. Tixemptions from fees and taxes accordance to Jordanian Investment Law number
(16) for the year 1995, and incompliance with article (25) from Jordaman

Investment Law number (68) for the year 2003.

B. Exemptions according to articles (6. 7) from the Jordaniun 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 exempi (50%) of income tax for 10 years starting 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.
H-Inventories
¥ 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
il in usc.
I-Property, plant and equipment

v" ltems of property, plant and equipment are measured at cost. which includes cost
incurred to bring the asset 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
usciul lives, then they are accounted for as scparate items (major components) of

property. plant and cquipment.

v 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 if it is probable that the future

economic benefits associated with the expenditure will flow to the company.
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v

Depreciation is calculated o 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 generally recognized in profit or luss. Leased
assets are depreciated over the shorter of the lease term and their uscful lives
unless it is reasonably certain that the company witl obtain ownership by the end

of the lease term. Land is not depreciated.

The estimated usetul lives of property, plant and equipmemt for current and

comparative periods are as follows:

- Buildings (4%)
- Machines and equipments (8%)
- Vehicles (15%)
- Fumniture and Offices' equipments (15%)
Depreciation methods, useful lives and residual values are reviewed at *ach

reporting date and adjusted if appropriate.

G- Intangible assets

v
v

Ixpenditure on research activitics is recognized in profit or loss as incurred.
Development expenditure is capitalized only il the expenditure can be measured
reliably, the product or process is technicatly and commercially feasible, future
economic benefits are probable and the company's intends to and has sufficient
resources to complele development and to use or sell the assel, Otherwise, it is
recognized in profit or loss as incurred,

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

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

in profit or loss as incurred.
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v" Notes 1o thelinancial statements Amortization is calculated 1o write off the cost of
intangibic assets less their estimated residual values using the siraight-line method
over their estimated uselul lives. and is generally recognized in profit or loss.

Goodwill is not amortized.

v" Amortization methods, uscful lives and residual values are reviewed al cach

reporting date and adjusted if appropriate.

K-Investments property

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

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

¥ Afier 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.

L- Noncurrent assets held for sale
v Non-current assets are classilicd 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-lor-sale

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

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

investee is no fonger equity accounted.

M-Financiallnstruments

¥' Financial assets 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.

v' Financial liabilities are classified into financial labilitics at fair value through

profit or loss and other financial liabilities.

7
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v" The company initially recognizes loans and receivables and deb securities issued
on the datec when they are originated. All other financial assets and financial
liabilitics arc 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 ransferred,

v" The company derecognizes a financial liability when its contractual obligations arc

discharged or cancelled, or expire.

¥" Financial assets and financial liabilities are offset and the net amount presented in
the statement of financial position when. and only when. the company currently has
a iegally enforceable right to offset the amounts and intends either to settle them on

a net basis or o realize the asset and sctle the liability simultancously.

V' A financial assel 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
asscts at fair value through profit or loss are measured at fair value and changes
therein, including any interest or dividend income. arce recognized in profit or loss.

v" Held-to-maturity financial asscts are initially measured at fair value plus any
dircetly attributable transaction costs. Subsequent Lo initial recognition, they are
measured at amortized cost using the cffective interest method.

V" Available-for-sale financial assets are initially measured at fair value pius any
directly attributable transaction costs. Subsequent to initial recognition. they are
measured at fair value and changes thercin. other than impairment losses and
forcign currency differences on debt instruments, are recognized in other
compressive income and accumulated in the fair value reserve. When these assels
are derecognized, the gain or loss accumulated in equity is reclassified 1o profit or

loss.
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N-Impairment

Financial assets

v Financial assets not classified as at (air value through profit or loss, including an

interest in an equity-accounted investee, are assessed at cach reporting date 1o
determine whether there is an objective evidence of impairment such as
Indications that a debtor or issucr will enter bankruptey, the disappearunce of an

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

At cach reporting date, the Group reviews the carrying amounts of iis non-
financial assets (other than biological assets, investment property. inventories and
deferred tax assets) to determine whether there is any indication of impatrment. [
any such indication exists. then the asset’s recoverable amount is estimated.
Goodwill is tested annually for impairment.

The recoverable amount of an asset is the greater of its value in use and its fair
value less costs 1o sell. Value in use is based on the estimated future 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.

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. net of

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

O-lL.eases

v Lcases are classified as finance leases whenever the terms of the lease transfer

substantially all the risks and rewards of ownership 1o the lessee. All other leases

arc classilied as operating lecases.

v" Rental income from operating leases is recognized on a straight-line basis over the

term of the relevant lease.
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v’ Asscts held under finance leases are recognized as assets of the company at (he
fair value at the inception of the lease or if lower. a the present value ol the
minimum lease payments. The related liability to the lessor is included in the
Statenrent of financial position as a finance lease obligation.

v Lcase payments are apportioned between interest expenses and capital redemption
of the liability. Interest is recognized immediately in profit or loss, unless
attributable to qualifying assets.

P- Provisions

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

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 uncertaintics surrounding the obligation.

Q- Operating profit

v' Operating profit is the result 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 taxcs.

R- Fair value measurement

v' Fair value’ is the price that would be received to sell an asset or paid to transfer a
tability in an orderly transaction between market participants at the measurcment
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.

v A number of the company accounting policies and disclosures require the
measurement ol fair values. for both financial and non-financial assets and

liabilities.
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v When one is available, the company measures the {air value of an instrument using
the quoted price in an active market for that instrument. A markel is regarded as
active if transactions for the asset or liability take place with sufficient frequency

and volume to provide pricing information on an ongoing basis.

¥ If there is no quoted price in an active market. then the company uses valuation
techniques that maximize the use of relevant observable inputs and minimize the
use of unobservable inputs. The chosen valuation technique incorporates atl of the

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

" 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.

S- Borrowing costs
v" Borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset arc capitalized as part of the cost of that asset.
v Other borrowing costs are expensed in the period in which they arc incurred.
T -Related partics
v A related party is a person or entity that is related 10 the entity that is preparing its
lnancial statements.
v" 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 onc enlity is an associate or joint venture of the other entity or the entity

is controlled by a related person.

v A related party transaction is a transfer of resources. services or obligations
between a reporting entity and a related party. rcgardless of whether a price is
charged.

v

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

indirectly, including any director of that entity,
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V- Events after the reporting period

Events after the reporting period are those events, favorable and unfavorable. that
accur 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 after 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 financial statements

2- Those that are indicative of conditions that arose afier the reporting period, an

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

W-Contingent Liabilitics
Contingent liabilities are obligations that could result from a past cvent and will
confirm their presence only by the oceurrence 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 1o flow release of economic benefits for the payvment 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 conirols an investee il all three of the following clements are present:
power over the investee, exposure 10 variable returns from the investee, and the
ability of the investor to use its power 1o affect those variable returns. Control is
reassessed whenever [acts and circumstances indicate that there may be a change in

any of these clements of control.

X-Investment in associates
V' An associate is an entity over which the company has significant influence and

that is neither subsidiary not an interest in a joint venture.

v" Significant influence is the power to participate in the financial and operating
policy decisions of the investment but is not control or Joint control over those

policics,

-
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v" 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 acquistions
and for any impairment in value (cquity method) except when the investment is
classificd as held for sale in accordance with IFRS 35, non ~ current assets held for

salc and discontinued operation.

Y-Business combinations
Business Combinations arc using the acquisition method of fair values of assets
and liabilitics and equity instruments that are issued to obtain control of the
expropriated property on the date of acquisition and the costs incurred in the
acquisition is recognized directly in profit or losses at the date of acquisition.
Z-Capital management
v" “The company policy is to maintain a strong capital base so as 1o maintain investor,

creditor and market confidence and to sustain future development of the business.

v" Management monitors the return on capital. as well as the level of dividends 10

ordinary shareholder

v The board of dircctors seeks (o 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.

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

of equity other than amounts accumulated in the hedging reserve.

Financial risk management

The company has exposure to the following risks arising from financial instruments:
I-credit risk

2-liquidity risk

3-market risk

12
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Risk management framework

v

The company™s board of directors has overall responsibility for the establishment
and oversight of the company risk management frumework. The company risk
management policies are established to identify and anal yze the risks faced hy the
company. 1o sel 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.

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.

Credit risk

v

Credit risk is the risk of financial loss to the company if a customer or
counterparty 1o a financial instrument fails to meet its contractugl obligations. and
arises principally from the company receivables from customers and investments

in debt securitics.
The carrying amount of financial asscls represents the maximum credit exposure.

The company cxposure to credit from Trade and other receivables risk is
influcnced mainly by the individual characteristics of cach customer. However.,
management also considers the factors that may influence the credit risk of its
customer base, including the delault risk associated with the industry and country

in which customers operate.

The company lLimits its exposure to credil risk from trade receivables by

establishing a maximum payment period of three and six months.

The company monitors risk cash and cash equivalents by dealing with banks with

good reputation.

Liquidity risk is the risk that the company will encounter difficulty in meeting the
obligations associated with its financial liabilities that are settled by delivering

cash or another financial asset.
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v" The company approach to managing liquidity 1s 1o ensure. as far as possible. that it

will have sufficient liquidity to meet its labilities 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 rales.
interest rates and equily prices — will affect the company income or the value of its
holdings of financial instruments. The objective of markel risk management is to manage
and control market risk exposures within acceptable parameters. while optimizing the

return.

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 arc denominated and the
respective  functional currencics of company companies.  Management  monitors
fluctuation in foreign currencics exchange rates and believes that the company is exposed
to currency risk due 1o transactions in foreign currencies rather than USD since the
functional currency of the company JOD has fixed cxchange rate with USD.

2-Interest rate risk

Interest rate risk arises from the effects of fluctuations in the levels of markets interest
rates on the fair value of financial assets and liabilities and future cash fMows.

3-Other risk

The company is exposed to equity price risk. which arises from available-for-sale equity

sccurities as well as from investments measured at fair value through profit or loss,
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8- Cash and cash equivalents

30/06/2018 31/12/2017
Consolidated Stand alone
Cash at hand 624,996 195.554
Petty cash 44367 55.978
Arab Bank / current account 25,188 30.272
Islamic International Arab Bank- USD 67.230 $3.090
[slamic International Arab Bank- JOD 319.387 260,618
Islamic International Arab Bank- I'URO 496 496
Housing Bank ~ USD 60.437 862
Safwa Islamic Bank 75,098 =
Total 1,217,199 626,870
9-Cheques under collection
 30/06/2018 31/1272017
Consolidated Stand alone
Islamic International Arab Bank 1,935,770 4.824.868
Safwa Islamic Bank 518.252 g
Total 2,454,022 4,824,868
10-Other receivables
30/06/2018 31/12/2017
Consolidated Stand alone
Payments in advance 421,099 59.714
Due from employees 65,434 83.747
Others 31,874 31,874
Total 518,407 175,335
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11- Due from related parties

30/06/2018 31/12/2017  Nature of Type of
Consolidated  Stand alone  relation  transaction
Sarah Zamzam Co. 50.955 Associate Financing
Total 50,955
12-Goods and warchouses
30/06/2018 31/12/2017
Consolidated Stand alone
Raw materials 41,250.455 36.858.950
Finished goods 1.413.027 837.447
Packing materials 444841 179.097
Spare parts and maintenance 4.294.764 4.199,605
Qil , grease and water 2.358 2.508
Total 47,405,445 42,077,607
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13-Prepaid expenses

Factory's insurance
Consulting fees
Attorney's {ees

Health insurance
Donations
Maintenance
Maintenance of the mill
Rent

Consumables

Bonus

Total

14- Other dehit balances

Refundable deposits

Margin on guaranices

Claims to social security and others
Due from sales tax

Total

30/06/2018 31/12/2017
Consolidated Stand alone
10.175 30,525
56416 39.205
27.491 9.371
51,104 160.313
- 26.698
81,381 63.302
47,049 56.138
40,991 10.569
- 5.144
100,548 -
415,155 401,265
30/06/2018 31/12/2017
Consolidated Stand alone
102,074 102.074
731,836 713.836
65,646 37.758
483.589 -
1,383,145 853,668




Northern Cement Company

Notes to theconsolidated financial statements

15- Property, plants and equipment

Lands Buildings | Machines | Vehicles Furniture Total
30/06/2018 and and Offices’
cquipment deviees
Cost JOD JOD JOD - JoD JOD Jon~ |
Opening balance 915,683 | 14,170,158 | 37,203,606 | 1,200,168 | 665,307 | 54,155.012
Additions . 315.952 86.633 : 11,796 414381
Einding halance 915,683 | 14,486,110 | 37,290,239 | 1,200,168 | 677,193 54,509,393 |
Accumulated
depreciation
Opening balance - 5,024,034 | 13,934,678 | 1,022,513 | 494,624 | 20,475,849
Additions - 347.512 | 919165 | 24385 25,565 1.316.627
Ending balance - 5,371,546 | 14,853,843 | 1,046,898 | 520,189 | 21,792,476
Net book value
915,683 | 9,114,564 | 22,436,396 | 153,270 157,004 | 32,776,917
31/12/2017 Lands Buildings | Machines | Vehicles |  Furniture Total
and and Offices'
equipments devices
Cost JOD JoDn JOD JI0D JOD ~JOD
Opening balance 915,683 | 13,880,366 | 36,084,868 | 1,200,168 | 605,819 52,686,904
Additions - 289,792 1.118,738 - 59,578 1.468.108
Ending balunce 915,683 | 14,170,158 | 37,203,606 | 1,200,168 665,397 54,155,012 |
Accumulated
depreciation
Opening balance - 4343,171 | 12,123,440 | 973398 421,582 17,861,591
Additions : 680.863 1,811,238 | 49,115 73.042 2,614,258
Lnding balance - 5024,034 | 13,934,678 | 1,022,513 | 494,624 20,475,849
Net book value
915,683 | 9,146,124 | 23,268,928 | 177,655 170,773 | 33,679,163
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16- Projects under construction

This item represents the amounts paid for restructuring the factory and the surrounding

arcas in addition to purchasing and instalfation of new machines.

30/06/2018 31/12/2017
Consolidated Stand alone
Opening balance 673.979 1,618,898
Transfer to property. plants and equipment (193.028) (944,919)
Total 480,951 673,979

17-Investment in associates

Umm Qasr Northern
Cement Co.

Sarah Zamzam Co.

Contribution rate 20% 50%
Opening balance 652.009 49,555
Company's share of profits or (loss) 1,676 (1.159)
Share of OCI of associates 9.438 -
Ending balance 663,123 48,396

- Umm Qasr for Cement- Iraq investmentrepresents the investmentby 20% of the capital,

and as the company does not have control, but only significant influence. the investment

is recognized s equity — accounted investment.

- Sarash Zamzam investment represents the investment by 50% of the capital, and as the

company docs not have control, but only significant influence. the investment is

recognized as equity — accounted investment.
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20-1- Operational expenscs

30/06/2018 30/06/2017
Consolidated Stand alone

Wages and salaries 783.078 751.188
Social security 108.931 103.741
Water and clectricity 2.241.759 [.780.383
Maintenance 243,653 291.160
Fuel 38,793 37.279
Mail and phone 5.341 2,997
Iealth insurance 86.446 87.177
Stationery 2,117 1.515
Car expenscs 8.727 9.719
Consumable - 2,685
Transportation 37.879 33,301
IEmployees transportation 57.158 56,438
Security 27.736 27,080
Hospitality 08.039 104,908
Analysis of samples 10.164 12.556
Miscellancous 17.160 51.018
Professionaluniform 3,047 14,289
Rent 1.042 1,250
Machines' expenscs 50.407 76,053
Supporting material N 10,375
Faclory insurance 19.984 19.940
Oils and greascs - 13,707
Employces' benefits 103.258 106,331
Total 3,949,719 3,595,090
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21-Selling and distribution expenses

30/06/2018 30/06/2017

Consolidated Stand alone
Wages and salaries 31,579 58.742
Social security 7.205 7412
Transportation 8,000 7,770
Cars' expenscs 880 3.525
Exhibitions - 2,985
Miscellancous 466 2,205
Mail and phone 781 1.818
Hospitality 4.516 4,440
Medical insurance 6.030 7.797
Stationery 186 219
Advertising 47.586 63.801
Traveling = 2,066
Transportation and shipping 169.538 175,443
Non-deductible tax 1,659 L115
Selling expenses 2,476 30.945
Employees' benefits 13,739 6.686
Total 314,041 376,969
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23- 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 relcase of economic benefits for the payment of the
obligation cannot be measured amount of the obligation reliably,

The company handle the following contingent liability as of 30/06/2018:

30/06/2018
Bank guarantees(net) 72.889
Law suits 618.437
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