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DeIOItte -] Delottte & Touche (M.E.)

Jabal Amman, St Circle
190 Zahran Street
Amman, P.O. Box 248
Jordan

Tel: +862 (0) 6 550 2200
Fax: +962 {0) 6 550 2210
www.deloitte.com

Review Report

AM/ 007693

To the Chairman and the Board of Directors’
Jordan Cement Factories Company

(A Public Shareholding Limited Company)
Amman -~ Hashemite Kingdom of Jordan

Introduction

We have reviewed the accompanying condensed consolidated interim financial position
of Jordan Cement Factories Company (a Public Shareholding Limited Company) as of
June 30, 2019 and the related condensed consclidated interim staterments of income and
comprehensive income, changes in owners’ equity and cash flows for the six-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 condensed interim financial information in accordance with International
Accounting Standard 34 “Interim Financial Reporting”. Our responsibility is to express a
conclusion on this condensed interim financial information based on our review.

Scope of Review

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

Basis of Qualified Conclusion

Note (18) to the condensed consolidated interim financial statements for the period ended
June 30, 2019 indicates that, the Group has incurred a loss of around 1D 14.4 million and
as on that date the accumulated losses including the losses for the period reached around
JD 76.5 million representing 127% of its paid-up capital, and its current liabilities exceeds
its current assets by JD 54.3 million. We were unable to obtain sufficient appropriate
evidence to conclude on the appropriateness of gaing concern assumption used to prepare
the condensed consolidated interim financial information. As a result of this, and in the
absence of any aiternative evidence available to us, we have been unable to form a view
as to the applicability of the going concern basis. Should the going concern assumption
be inappropriate, adjustments may have to be made to reflect the situation that assets
may need to be realised other than in the normal course of business and at amounts
which could differ from the amounts at which they are currently recorded in the
condensed statements of financial position. In addition, the Company may have to
provide for further liabilities that might arise, and to reclassify non-current assets as
current assets. No adjustments have been made in the accompanying condensed
consolidated interim financial statements of the Company in respect of these,



Deloitte.

Qualified Conclusion

Except for the effects of the matter described in the Basis for Qualified Conclusion section
of our report and based on our review, nothing has come to our attention that causes
us to believe that the accompanying condensed interim financial information for Jordan
Cement Factories is not prepared, in all material respects and based on our review, in
accordance with International Accounting Standard (34) related to interim financial
reporting.

Emphasis of matter

We draw the attention to note (19) of the condensed consolidated interim financial
statements, which states that the corresponding figures included in the statement of changes
in shareholders’ equity has been restated to comply with the requirements of new

International Financlal Reporting Standards. Our conclusion is not modified in respect of this
matter.

Other Matters
The accompanying condensed interim financial statements are a translation of the

statutory condensed interim financial statements In the Arabic language to which
reference should be made.

Amman — Jordan W.E.)
rd
Cad a3

July 31, 2019 Deloiﬁ%gbwal‘g Ne J(_l‘;
(| Jomug ¥ sl o 010103



JORDAN CEMENT FACTORIES COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)
(AMMAN - JORDAN)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

June 30, 2019
(Reviewed not

December 31,

ASSETS Note Audited) 2018
Current Assets D JD
Cash at banks 4 411,982 991,826
Accounts receivable and checks under collection 20,416,829 22.320.510
Inventory and spare parts 27,793,267 34,741.615
Assets held for sale 5 10,769,754 -
Other debit balances 3,712,759 4,432,929
Total Current Assets 63,104,591 62,486,880
Non-current Assets
Property and equipment - Net 6 61,055,065 73,053,455
Financial assets at fair vaiue through
comprehensive income 169,576 171,949
Goodwill 2,495,945 2.495,945
Employee’s housing and car loans 1,268,300 1.628,767
Deferred tax assets 17,353,089 17,353,102
Right of use assets 2/b 3,880,958 =
Total Non-Current Assets 86,222,933 94,703,218
TOTAL ASSETS 149,327,524 157,190,098
LIABILITIES AND OWNERS' EQUITY
Current Liabilities
Due to banks 8 32,393,981 33.187.743
Loan from a related party 9 2,624,000 -
Short-term accounts payable 47,488,947 47,331,006
Other credit balances 19,405,774 21,061,735
Long-term loans maturing within one year 10 11,351,221 8,193.723
Current part of the lease obligations 2/b 981,060 -
Income tax provision 7/a 153,803 670,847
Total Current Liabilities 117,398,786 110,445,054
Non-current Liabilities
Obligations for employees’ post-retirement health
insurance benefits 28,951,170 28.335,000
Long-term loans 10 11,250,000 15,750.000
Non-current part of the lease obligations 2/b 2,925,067 -
Total Non-current Liabilities 43,126,237 44,085,000
Total Liabilities 160,525,023 154,530,054
Owners’ Equity
Paid-up capital 11 60.444.460 60.444.460
Treasury stock 11 (323) (323)
Statutory reserve 11 - -
Fair value reserve (67,984) (65,611)
Accumulated (losses) 18 (62,231,177) (62,231,177)
(Loss) for the period (14,242,870) =
{Deficit) in Shareholders’ Equity (16,097,894) (1,852,651)
Non-controlling interest 4,900,395 4,512,695
(Deficit) in / Net Owners’ Equity (11,197,499) 2,660,044
NET TOTAL LIABILITIES AND (DEFICIT)
IN NET OWNERS’ EQUITY 149,327,524 157,190,098

Chief Executive Officer

Chief Financial Officer

THE ACCOMPANYING NOTES FROM (1) TO (20} CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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JORDAN CEMENT FACTORIES COMPANY
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN

CONDENSED CONSOLIDATED INTERIM STATEMENT OF INCOME

(REVIEWED NOT AUDITED)

For the Three-Month
Period Ended June 30,

For the Six-Month
Period Ended June 30,

Note 2019 2018 2019 2018
hi[») o o b

Sales 14,401,284 12,992,650 27,784,888 30,822,900
Cost of sales (16,036,514) (15,730,105} (31,607,775} (39,770,499)
Gross (Loss) (1,635,230) (2,737,455) (3,822,887} (8,947,599)
Selling and marketing expenses (396,269) (574,705) {855,988) (1,077,957)
General and administrative expenses (1,621,019) {2,065,325) (3,324,937} (4,431,052)
Operating (Loss) (3,652,518) (5,377,485) (8,003,812) (14,456,608)
Interest income 42,203 28,086 51,182 44,584
Provision for rehabilitation of quarries and

environment protection (7,602) (8,400} (15,204) {16,800}
Interest on the obligation of health insurance
after retirement (322,755) {318,500) {645,500} (715,000)
Provision for employees’ vacation 43,489 42,175 (48,798) (118,839)
Financing costs (1,343,436) (1,103,070) {2,762,835) (1,969,393}
Lawsuits provision (2,605,000) (2,133,950) 2,265,000 {4,666,076)
Interest lease obligations (81,395) - (160,245) -
Foreign currency revaluation {loss) 6 (22,456) 628,664 79,736 366,098
Gain on sale of property and equipment 274,094 190,246 297,760 219,305
Other income (expense) (963,860) 27,816 {945,954} 47,873
{Loss) for the Period before Income Tax {6,639,236) (8B,024,418) (14,418,670) (21,264,856)
Income tax expense 7/b - {181,437) - (314,486)
{Loss} for the Period (6,639,236) (8,205,855) (14,418,670) (21,579,342)
Company shareholders (6,625,471)  (8,323,254) (14,242,870}  (21,868,365)
Non-controlling interest {13,765} 117,399 {175,800) 289,023

(6,639,236} (B,205,855) (14,418,670) (21,579,342)
JD / FILS JD / FILS

Shareholders’ Basic and Diluted {Loss) per 17
Share for the Period (0.109) (0.138) (0.236) (0.362)

Chief Executive Officer

Chief Financial Qfficer

THE ACCOMPANYING NOTES FROM (1) TO (20) CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED
INTERIM FINARNCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT,



JORDAN CEMENT FACTORIES COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN

CONDENSED

NSQLIDATED I
MPREHE

REVIEWED NOT AUDITED

ERIM STATEMENT OF
IVE INCOME

is) for the peried

]: Other Comprehensive Income items

: Other comprehensive income items that
will not be reclassified to the income
statement in subsequent periods:

profit {loss) from financial assets at fair
value through other comprehensive income

al comprehensive income items that will
not be reclassified in subsequent
periods to the consolidated statement
of income after tax

al Comprehensive (Loss) Attributable to:
Company's sharehaolders

i-controllers’ interest

For the Three-Month
Period Ended June 30,

For the Six-Month
Period Ended June 30,

Note 2019 2018 2019 2018
D D D D
(6,639,236) (8,205,855) (14,418,670) (21,579,342)
2,373 5,537 {2,373) 791
(6,636,863) (8,200,318) (14,421,043) (21,578,551)
(6,623,098) (8,317,717) (14,425,243) (21,867,574)
(13,765) 117,399 (175,800) 289,023
(6,636,863) (8,200,318) (14,421,043) (21,578,551)

THE ACCOMPANYING NOTES FROM (1) TO (20) CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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RDAN CEMENT FACTORIES COMPANY
A PUBLIC SHAREHOLDING AII\-IrED PANY)
CONDENSED CONSOLIDA INTERIM STATE
[EWED NOT AUDITEI

MENT OF CASH FLOWS

ASH FLOWS FROM OPERATING ACTIVITIES:

(Loss) for the period before income tax

djustments for:

Depreciation

(Gain) on sale of property and equipment

Provision for doubtful debt

Provision for inventory and slow moving spare parts

Obligations for employees’ post-retirement health
insurance benefits

Lawsuits provision

Interest {income)

Financing costs
Cash Flows (used in) from Operating Activities
before Changes in Working Capital

Decrease In accounts receivable, other debit
balances and housing and car loans

Decrease in inventory and spare parts
Decrease in restricted bank balances
(Decrease)} in trade payables and other credit balances

Net Cash Flows from (used in) Operating Activities
before Income and Provisions paid

Jostretirement health insurance benefits paid
-awsuits payments
[ncome tax paid
Net Cash Flows from (used in) Operating Activities

;ASH FLOWS FROM INVESTING ACTIVITIES:
{Decrease) in property and eguipment - net
Interest received

Net Cash Flows (used in) Investing Activities

:ASH FLOWS FROM FINANCING ACTIVITIES:

Long term loans paid

Increase in loans

Interest paid " ]

Dividends distributed by subsidiary companies to non-
controlling interest

Increase (decrease) in due to banks

Net Cash Flows (used in) from Financing Activities
Net (Decrease) in Cash at Banks
Cash at Banks — beginning of the period

Cash at Banks - End of the Period

n Cash Process:

dassifying from property and equipment to assets held for sale

:lassifying from inventory to assets held for sale

For the Six-Month Period
Ended June 30,

Note

S
5

2019 2018
D D
(14,418,670)  (21,264,856)
2,813,483 2,882,178
(297,760) (219,305)
- 851,353
48,300 25,002
1,044,933 1,160,461
2,265,000 4,666,076
(51,182) (44,584)
2,762,835 2,684,393
(5,833,061) (9,259,282)
2,984,318 3,664,547
6,900,048 2,206,150
- 1,651,131
(197,553) (9,901,504)
4,853,752 (11,638,958)
(428,763) (582,746)
(2,634,283) (4,658,972)
517,044 765,335
1,273,662 (17,646,011
(1,287,087) (257,880)
51,182 44,584
(1,235,905) (213,296)
1,342,502 750,000
( 4,281 493 10,000,00
(2,762,835) (2,684,393)
- (1,127,000)
(793,762) 6,953,496
(617,601) 12,392,103
(579,844) (5,467,204)
991,826 14,944,836
— 411,982 9,477,632
10,266,359
503,395

THE ACCOMPANYING NOTES FROM (1) TO (20) CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS AND SHOULD EE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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JORDAN CEMENT FA RI MPANY
(A PRIVATE SHAREHOLDING LIMITED COMPANY)
AMMAN-JORDAN
NOTES TQO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

1. General

a. Jordan Cement Factories Company (subsequently herein referred to as "the Company™)
was established in 1951 as a Jordanian public shareholding limited Company and was
registered at the Ministry of Industry and Trade under Number (25) on June 10, 1964.
The Company's authorized and issued capital was increased gradually to become 1D
60,444,460 represented by 60,444,460 shares at a par value of one Jordanian Dinar per
share. The Company’s permanent address is Al-Fuhals, Shaker Circle, P.O. Box 9300185,
Amman - The Hashemite Kingdom of Jordan.

The Company's main objectives are the production, manufacturing, and the trading of the
cement inside the Hashemite Kingdom of Jordan and outside it, either directly or through
intermediaries with conditions and methods that the Company sees fit.

b. The Company is 50.275% owned by LafargeHolcim — France (Parent Company).

¢. The Company’s Board of Directors approved the condensed consolidated interim financial
statements on July 30, 2019.

2. Significant Accounting Policies

a. Basis of preparation of the Condensed Consolidated Interim Financial Statements
The accompanying condensed consolidated interim financial statements of the Company
and its subsidiaries have been prepared in accordance with International Accounting
Standard (IAS) 34 relating to Interim Financial Reporting.

The condensed consolidated interim financial statements are stated in Jordanian Dinar,
which represents the functional currency for the Company and its subsidiaries.

The consolidated condensed interim financial statements are prepared on the historical
cost basis except for the financial assets and financiai liabilities, which are presented at
their fair value as of the condensed consolidated interim financial statements date.

The condensed consolidated interim financial statements do not include all information
and disclosures required for the annual consolidated financial statements prepared in
accordance with International Financial Reporting Standards and should be read with the
Company's annual report as of December 31, 2018. Moreover, the results of operations
for the three-month period ended June 30, 2019 do not necessarily provide an indication
of the expected results of operations for the year ending December 31, 2019 and the
appropriation of profit for the period as of June 30, 2019 is not made, which is performed
at the end of the fiscal year.

The consolidated financial statements include the financial statements of the Company
and its subsidiaries under its control. Moreover, control is achieved when the Company
has authority over the investee, it is exposed to variable returns or holds rights for its
participation in the investee company, and it is able to exercise its authority over the
investee company. In addition, the transactions, balances, income and expenses between
the Company and its subsidiaries are eliminated.



The subsidiaries' results of operations are consolidated in the consolidated statement of
income from the date of their acquisition, which is the date on which effective control over
the subsidiary takes place. The results of disposal of the subsidiaries are consolidated in
the consolidated statement of income up to the disposal date, which is the date on which
the Company loses control over the subsidiaries.

Control is achieved when the Company:
. Has the ability to control the investee;

® Is exposed to variable returns or has the right to variable returns resulting from its
association with the investee; and

. Has the ability to use its power to influence the investee’s returns.

The Company reassess whether it controls the investee companies, while the facts and
circumstances indicate that there are changes to one or more control check points referred
to above.

If its voting rights become less than those of the majority in any of the investee companies,
the Company shall have control power when voting rights suffice to grant it the abllity to
direct the activities of the related subsidiary unilaterally. The Company takes into
consideration all the facts and circumstances in assessing whether the Company has voting

rights in the investee that enable it to exercise contro! or not. Among these facts and
circumstances:

. The size of the Company’s holding of voting rights relative to the size and distribution
of other voting rights;

. Potential voting rights held by the Company and any other voting rights or third
parties;

. Rights arising from other contractual arrangements; and

. Any additional facts and circumstances indicating that the Company has or does not
have an existing responsibility for directing the relevant activities at the time of

making the required decisions, including how to vote at previous General Assembly
meetings.

When the Company loses control over any of its subsidiaries, the Company:

Derecognizes the assets of the subsidiary (including goodwill) and liabilities;
Derecognizes the carrying amount of any uncontrolled interest;

Derecognizes the cumulative transfer differences recognized in equity;
Derecognizes the fair value of the consideration received;

Derecognizes the fair value of any investment held;

Derecognizes any surplus or deficit in the statement of income; and

Reclassifies the Company's equity previously recognized in the consolidated
statement of comprehensive income to the consolidated income statement or
retained earnings as appropriate.

The subsidiaries’ financial statements are prepared for the same reporting year using the
same accounting policies as those of the parent company. If the subsidiaries adopt
accounting policies that differ from those of the parent company, the necessary
adjustments are made to the financial statements of the subsidiaries to confirm with the
accounting policies of the parent company.

The non-controlling interests represents the portion not owned by the Company relating
to ownership of the subsidiaries.



The Company has as of June 30, 2019 the following subsidiaries in direct or indirect
way:

Paid up Percentage Principal Place of
Company's Name Capital Ownership Activity Work
JD

Arabian Concrete Supply
Company * 1,900,000 51% Manufacturing Amman
Al-Fuheis Green Heights
Company Real Estate Real Estate A
Development ** 15,000 1.00% Investments man

Arabian Concrete Supply Company (subsidiary company) incorporated the Arabian
Specialized Transportation Company on June 10, 2011, which is owned by the

Arabian Concrete Supply Company and they both conduct their operations In
Jordan.

The Cement Factories Company established Al-Fuheis Al Khadra Real Estate
Development Company on 30 3uly 2018 with an authorized capital of JD 30,000
and paid JD 15,000 as of December 31, 2018. The Company has not conducted any
operational activity to date.

The subsidiary’s key financial information as of June 30, 2019 were as follows:

Assets Liabilities Revenue Expenses
D D D D

Arab Company for Concrete

Equipment after the

consolidation of Arab

Specialized Transport Company 29,162,390 22,640,035 17,766,056 18,109,781

Al - Fuheis Al - Khadraa Real
Estate Development Company 15,000 - = i

The accounting policies adopted in preparing the condensed consolidated interim
financial statements are consistent with those applied in the year ended December
31, 2018 except for the effect of the adoption of the new and revised standards
which are applied on or after the 1% of January of 2019 as follow:

Amendments with no material effect on the condensed consolidated
interim financial statements of the company:

Annual improvements to IFRSs issued between 2015 and 2017
Improvements include amendments to IFRS (3) Business Combinations, (11) Joint

Arrangements, International Accounting Standards (12), Income Taxes and (23)
Borrowing Costs.

IFRIC (23) Uncertainty on the Treatment of Income Tax

The interpretation clarifies the determination of taxable profit (tax loss), tax bases,
unused tax losses, unused tax benefits and tax rates when there is uncertainty about
the treatment of income tax under IAS (12) and specifically addresses:

Whether the tax treatment should be considered in aggregate;
Assumptions regarding the procedures for the examination of tax authorities;
Determination of taxable profit (tax loss), tax basis, unused tax losses, unused
tax breaks, and tax rates;

» The impact of changes in facts and circumstances.
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Amendments to IFRS 9 Financial Instruments.

These amendments relate to the advantages of prepayment with negative
compensation, where the current requirements of IFRS (9) regarding termination
rights have been amended to allow for the measurement at amortized cost (or on
the business model at fair value through other comprehensive income) status of
negative compensation payments.

Amendments to IAS (28) "Investment in Associates and Joint Ventures”.
These amendments relate to long-term shares in allied enterprises and joint
ventures. These amendments clarify that an entity applies IFRS (9) “Financial
Instruments” to long-term interests in an associate or joint venture that forms part
of the net investment in an associate or joint venture if the equity method has not
been applied to it.

Amendments to IAS 19 Employee Benefits.
These amendments relate to adjustments to plans, reductions, or settlements.

Amendments that has impact on the condensed consolidated interim
financial statements of the Company

Effect of Application of IFRS (16) "Leases”

The Company has adopted IFRS (16), "Leases”, which replace the existing guidelines
on leases, including IAS (17) "Leases" , IFRIC (4) "Determining whether an
arrangement contains a lease "and the interpretation of the previous Interpretations
Committee (15)" Operational leases - incentives " and SIC 27 “Evaluating the
Substance of Transactions in the Legal Form of a Lease”.

IFRS (16) was issued in January 2016 and is effective for annual periods commencing
on or after 1 January 2019. IFRS (16) stipulates that all leases and the associated
contractual rights and obligations should generally be recognize in the Company’s
financial Position, unless the term is 12 months or less or the lease for low value
asset. Thus, the classification required under IAS (17) "Leases” into operating or
finance leases is eliminated for Lessees. For each lease, the lessee recognizes a
liability for the lease obligations incurred In the future. Correspondingly, a right to
use the leased asset is capitalized, which is generally equivalent to the present value
of the future lease payments plus directly attributable costs and which is amortized
over the useful life.

The Company has opted for the modified retrospective application permitted by IFRS
(16) upon adoption of the new standard. During the first time application of IFRS
(16) to operating leases, the right to use the ieased assets was generally measured
at the amount of lease liability, using the interest rate at the time of first time
application.

The right of use assets have been measured in an amount equal to the lease
obligations, and adjusted by any pre-paid or lease payment that is recognized in the
financial position list as of December 31, 2018. No adjustments to the retained
earnings, as at January 1%, 2019, were produced under this method. There were no
low leases that required an adjustment to the right of use assets at the date of the
initial application.

The recognized right of use of leased properties are as at June 30, 2019 and January
1, 2019.
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The movement on the right of use assets during the period is as follows:

Right of use
Assets Liabilities

D D
Balance as Janruery 1%, 2019 4,842,011 4,842,011
Interest during the period - 160,245
Paid during the period - (1,096,129)

Amortization for the period (961,053) -
Balance as of June 30, 2019 3,880,958 3,906,127

The Company’s feasing activities and its accounting treatment mechanism:

The Company rents real estates for use In its activities and usually leases for fixed
periods ranging from one to thirty years, some of which may include extension
options and the lease terms are negotiated on an individual basis and contain a set
of different terms and conditions, not including contracts Leases do not contain any
obligations and may not be used as collateral for the purposes of borrowing.

Up to the end of the financial year 2018, real estate leases were classified as either
an operating lease or a financial lease, and the amounts paid for operating lease
contracts are credited to the Income statement according to the straight-line method
during the lease pericd.

Starting from the first of January 2019, leases were recognized as assets for use and
related obligations on the date when the asset is ready for use by the company, the
value of each rental payment is distributed between the leasing obligations and the
financing costs, and the financing costs are credited to the income statement during
the lease period to achieve a fixed periodic interest rate on the remaining balance of
the obligation for each period and the right of use assets are amortized during the
productive life of the asset or the lease term, whichever is shorter according to the
straight-line method.

The assets and liabilities arising from the leases are initially measured on the basis
of the present value, and the lease obligations include the net present value of the
following rental payments:

e Fixed payments (including built-in fixed payments) minus rental incentives
recelvable;
Variable lease payments based on index or rate;
Amounts expected to be paid by the lessee under residual value guarantees;
The exercise price of a purchase option if the lessee is reasonably certain to
exercise that option, and

¢ Payments of penalties for terminating the lease, if the lease term reflects the
lessee exercising that option.

Rental payments are deducted using the Implied lease interest rate or the tenant's
additional borrowing price, if they are not available, which is the rate at which the
lessee must pay to borrow the funds needed to obtain an asset of comparable value
in @ similar economic environment with similar terms and conditions.

Right of use assets are measured at cost comprising the following:

s The amount of the initial measurement of lease liability;

» Any lease payments made at or before the commencement date less any lease
incentives received;

« Any initial direct costs, and return costs (renovation and restoration).

Payments associated with short-term leases and leases of low-value assets are
recognised on a straight-line basis as an expense in profit or loss, Short-term leases
are leases with a lease term of 12 months or less. Low-value assets comprise IT-
equipment and srnall items of office furniture.
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In applying IFRS (16) for the first time, the Company has used the following practical
expedients permitted by the standard:

s The use of a single discount rate to a portfolio of leases with reasonably similar
characteristics
Reliance on previous assessments on whether leases are onerous
The accounting for operating leases with a remaining lease term of less than 12
months as at January 1, 2019 as short-term leases

¢«  The exclusion of initial direct costs for the measurement of the right-of-use asset
at the date of initial application, and

e The use of hindsight in determining the lease term where the contract contains
options to extend or terminate the lease.

The Company has also elected not to reassess whether a contract is, or contains a
lease at the date of initial application. Instead, for contracts entered into before the
transition date the Company relied on its assessment made applying IAS (17} and
IFRIC (4) Determining whether an Arrangement contains a Lease.

3. Significant accounting Estimates and key sources of uncertainty estimates
Preparation of the accompanying condensed consolidated interim financial
statements and the application of accounting policles require from the Company’s
management to estimate and assess some items affecting financial assets and
liabilities and to disclose contingent liabilities. These estimates and assumptions also
affect income, expenses, provisions, and the financial assets valuation reserve, and
in a specific way, it requires the Company’s management to estimate and assess the
amounts and timing of future cash flows. The aforementioned estimates are based
on several assumptions and factors with varying degrees of consideration and
uncertainty. Furthermore, the actual results may differ from the estimates due to
the changes arising from the conditions and circumstances of those estimates in the
future.

We believe that the estimates used in the condensed consolidated interim financial
staternents are reasonable and consistent with the estimates used in preparing the
consolidated financial statements for the year 2018 except for the following:

Extension and termination options of lease contracts

Extension and termination options are included in a number of leases. These terms
are used to increase the operational flexibility in terms of contract management,
most of the retained extension and termination options are exercisable by both the
bank and the lessor.

In determining the lease term, management considers all facts and circumstances
that create an economic incentive to exercise an extension opticn, or not exercise a
termination option. Extension options (or periods after termination options) are only
included in the lease term if the lease is reasonably certain to be extended (or not
terminated). The evaluation is reviewed when there is an important event or a
significant change in the circumstances that has an effect on this assessment, and
in which it is within the control of the lessee.

Discounting of lease payments

Lease payments are discounted using the bank's additional borrowing rate ("IBR").
The management has applied the judgements and estimates to determine the
additional borrowing rate on the starting date of the lease contract.

4, Cash at Banks
This item consists of the following:

June December 31,
30, 2019 2018
D D
Cash at banks 411,982 991,826
411,582 991,826
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5. A Held for Sale
During the first quarter of the year 2019, the Group has reclassified property and
equipment related to the production line No. (2) of fuhais plant, together with its
related spare parts in accordance with the memorandum of understanding with the
buyer to assets held for sale. Assets held for sale are classified at the net book value
or fair value, which ever is lower. Moreover, management believe that they will not
record any losses as result of this transactions.

6. Property and Equipment
During the six-month period ended June 30, 2019, the Company acquired properties and
equipment in an amount of IJD 496,676 and disposed of properties and equipment in an
amount of JD 824,867 which resulted in a net profit of JD 297,760 for the period ended
June 30, 2019 (JD 219,305 for the period ended June 30, 2018).

7. Income Tax

a. Income tax provision:
The movement on the income tax provision is as follows:

For the Six- For the Year
Month Period Ended
Ended June 30, December 31,
2019 2018
D D
Balance at the beginning of the period/year 670,847 858,689
Income tax for the period/year - 702,947
Income tax paid during the period/year (517,044) (890,789)
Balance at the End of the Period/Year 153,803 670,847

b. Income tax expense:
The income tax expense shown in the condensed consolidated interim statement of
income is as follows:
For the Six-Month
Period Ended June 30,

2019 2018
D D
Income tax expense during the period c (314,486)
- (314,486)

A final tax settlement has been reached with the Income and Sales Tax Department
up to the year 2016. Income tax returns have been filled for the year 2017 and 2018,
However, the Income and Sales Tax Department did not audit this return and no final
settlement has been reached yet.

A tax settlement has been reached with the income and sales tax department up to
the year 2016 for the subsidiaries (Arab Concrete Ready Mix and Arabian Specialized
Transport Company), also income tax returns have been filled for the year 2017 and
2018. However, the income and sales tax department did not audit these returns and
no final settlement has been reached vyet.

The management’s believes that the booked income tax provision is sufficient to meet
any tax commitments as of June 30, 2019.

8. _Due to Banks
This item represents credit facilities utilized as of June 30, 2019. The Group has credit
facilities from the Housing Bank for Trade and Finance with a ceiling of JD 9.5 million,
the Arab Bank with a ceiling of JD 8 million, Societe General Bank with a ceiling of 6
million dinars, the Jordanian Kuwaiti Bank with a ceilling of JD 2 million, the Arab
Banking Corporation with a ceiling of JD 6 million. Audi Bank with a celling of JD one
million, Jordan Bank with a celling JD 3 million against discounted checks for some
customers and annual interest rates ranging from 7% to 9%. The Company guarantees
the above facilities.

9. Loan from related party
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Jordan Cement Factories Company signed a loan agreement with Lafarge France
(5.A.S) (Parent Company) on February 11, 2019 at an amount of JD 9,500,000 without
interest, the agreement stipulates that all amounts owed by the Company must be paid
in full on August 12, 2019, the company has utilized about IJD 5.6 million from the
ceiling granted during the six months ended in June 2019

10. Loans

This item consists of the following:

June 30, 2019 December 31, 2018

Short Term Long Term Short term Long term

D D D

i[»)
Arab Bank * 7,500,000 10,000,000 5,000,000 12,500,000
The Housing Bank for Trade and
Finance ** 2,250,000 750,000 1,500,000 2,250,000
Societe Generale Bank - Jordan *** 1,500,000 500,000 1,500,000 1,000,000
Al-Etihad Bank **** 101,221 - 193,723 -

11,351,221 11,250,000 8,183,723 15,750,000

ks On October 3, 2017, Jordan Cement Factories signed a loan agreement with
Arab Bank for JD 20 million at an interest rate of 7.5% payable on 8 equal semi-
annual installments of JD 2,500,000. The first installment is due on October 2,
2018 and is due the last of which is on April 2, 2022.

**  Op August 8, 2016, the Jordanian Cement Factories signed a locan agreement
with the Housing Bank for Trade and Finance at the amount of JD 6 million at an
interest rate of 7.25%, payable on 8 equal semi-annual instaliments of 1D 750
thousand. The first installment is due on July 1, 2017, January 2021.

*** 0On June 13, 2016, Jordan Cement Factories signed a loan agreement with
Societe Generale Bank Jordan for 1D 4 million at an interest rate of 9% payable
on 8 equal semi-annual installments of JD 500 thousand. The first installment is
due on June 30, 2017 and the latter of which December 30, 2020.

**x% The Jordanian Cement Factories Company signed a loan agreement with Al
Etihad Bank on June 28, 2018 at an amount of 1D 325,322 at an interest rate of
8.75% payable on 18 equal monthly installments of JD 18,350. The first
installment is due on June 30, 2018; the latter is due on November 30, 2019.

The movement on the loans is as follows:

Beginning
Balance Ending Balance of
of the Period Payments the Period
D i ») 10
Arab Bank 17,500,000 - 17,500,000
The Housing Bank for Trade
and Finance 3,750,000 (750,000) 3,000,000
Societe Generale Bank -
Jordan 2,500,000 (500,000) 2,000,000
Al-Etihad Bank 193,723 (92,502) 101,221
23,943,723 (1,342,502) 22,601,221

The loans mentioned above are guaranteed by the Company through signing on the
agreements.
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11. Owners’ Equi

This item consists of the following:

Paid up capital
The authorized and paid up capital of the Company is 1D 60,444,460 as of June 30, 2019
and December 31, 2018 divided into 60,444,460 shares at JD one par value per share.

Treasury stocks

This amount represents the value of the stocks that are owned by the Arabian Concrete
Supply Company (Subsidiary Company) in the capital of Jordan Cement Factories
Company in the amount of JD 323. These stocks were purchased on 2012. During the
year 2016 part of these shares were sold.

Statutory reserve

The amounts accumulated in this account were transferred from the annual net income
before tax at 10% rate for previous years according to the Jordan Company’s law. This
reserve cannot be distributed to shareholders. The Board of Director's approval and
recommendation was granted on January 29, 2018 to write off part of the accumulated
losses amount of JD 27 million through the use of the Company’s statutory reserve. The
Company’s General Assembly approved the decision in their extraordinary meeting held
on June 30, 2019 and accordingly the Company wrote off part of the accumulated losses
using the full amount of the statutory reserve of JD 27 Million to reach zero balance as

of June 30, 2018.

12. Segmental Classification

This item consists of the following:

Cement Concrete Total
For the Six-Month Period
Ended June 30, 2019 D o D
Revenues:
Sales 10,061,211 17,723,677 27,784,888
Operational Results:
Operational (loss) profit (8,097,136) 93,324 (8,003,812)
(Loss) profit before income tax (14,059,895) (358,775) (14,418,670)
Income tax expense s o -
(Loss) Profit for the Period (14,059,895) (358,775) _ (14,418,670)
Other Segmental Information:
Capital expenditures 161,360 335,316 496,676
Depreciation 2,639,625 173,858 2,813,670

Cement Concrete Total

For the Six-Month Period
End ne 30, 201 D D D
Revenues:
Sales 10,629,014 20,193,886 30,822,900
Operational Results:
Operational profit (15,406,270) 949,662 (14,456,608)
(Loss) profit before income tax (22,169,184) 904,328 (21,264,856)
Income tax expense - (314,486) (314,486)
(Loss) Profit for the Period (22,169,184) 589,842 (21,579,342)
Other Segmental Information:
Capital expenditures 277,975 56,139 334,114
Depreciation 2,665,278 216,900 2,882,178
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Cement Concrete Total
Balances as of June 30, 2019 D b D
Assets and Liabilities:
Segment assets 116,686,462 32,641,062 149,327,524
Segment liabilities 142,640,843 17,884,180 160,525,023
Balances as of December 31, 2018
Assets and Liabllities:
Segment assets 154,863,263 2,326,835 157,190,098
Segment liabilities 153,131,181 1,398,873 154,530,054

13. Commitmen n tingent Liabilities
This item consists of the following:

June 30, December 31,
2018 2018
D D
Letters of guarantee 4,978,051 5,192,636
Bills of collection 672,609 920,189
-  The future contractual commitments were as follows:
June 30, December 31,
2019 2018
iD D
Purchase of property and equipment 273,426 341,783
Purchase of raw materials 11,227,800 5,218,000
Other purchases 14,840,000 14,840,000

14. Lawsuits

a. There are lawsuits held against the Company and its subsidiaries at an amount of
JD 8,438,701 represented in legal lawsuits relating to the Company’s operations,

b. There is a lawsuit between Jordan Cement Factory and Energy and Minerals Regulatory
Authority, that is being held in the court regarding clay mining fees at Al-Fujaij Al Rashadieh
area amounting to JD 2.3 million. In the opinion of the Company and its legal advisors, the
Company's position involves the decision of the Amman Court of First Instance, to dismiss
the claim submitted by the Company and through its former agent. On January 30, 2019
the Company has appealed the decision and the case is currently pending in Amman Court
of Appeal. It is important to mention that is difficult to determine the outcome of this lawsuit
and there is no need to book a provision at this stage, and the situation will be reassessed

in the coming months.

In the opinion of the Company’s management and its legal counsel, the lawsuits provision
booked at an amount of JD 9,632,079 is sufficient to meet any commitments related to the

lawsuits and claims.
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15. Related Parties Balances and Transactions
a. The related party transactions during the period were as follows:

Condensed consolidated interim statement of financial position items:

Related Parties Total
Sister Parent
Companies Company 2019 2018
D D D D
Accounts receivable 248,545 - 248,545 173,839
Accounts payable * 8,154,940 9,528,190 17,683,130 19,880,354
Lafarge France ** 5,624,000 - 5,624,000 -

The receivables and payables mentioned above do not bear any interest and have no defined
repayment schedule.

** The loan mentioned above does not bear any interest, and due during the year 2019.
Condensed consplidated interim statement of income items:
For the Six-Month Period
Ended March 31,
2019 2018
1D JD
Expenses* 754,813 745,436
w This amount represents franchise fees for Lafarge France (parent company) and technical
support fees for Lafarge MENA (sister company).
b.

The salaries, bonuses and other benefits of the executive management amounted to

1D 604,017 for the Six-month period ended June 31, 2019 (JD 762,508 for the three-month
period ended March 31, 2018).

16. Liquidity Risk
Liquidity risk, also referred to as funding risk, is the risk that the Company will encounter
difficulty in raising funds to meet its obligations.

The Company suffers from a deficit in its working capital as of June 30, 2019 and as of
December 31, 2018 as follows:

June 30, December 31,
2019 2018
b D
Current assets 63,104,591 62,486,880
Less: Current liabilities (117,398,786) (110,445,054)
(Deficit) in Working Capital (54,254,195) (47,958,174)

The Company manages liquidity risk continuously through managing its cash flows and
through the financing from banks, noting that an amount of JD 23.3 Million of the current

liabilities is due to related parties as at June 30,2019 (ID 19.8 Million as at December
31,2017). Management plan is illustrated in Note (18) below.
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17. Loss per Share for the Period
Loss per share is calculated by dividing the net loss for the period over the weighted
average common stock and it is calculated as follows:

For the Six-Month Period
Ended June 30,

2019 2018
JD D
(Loss) for the period attributable to the
company'’s shareholders (14,242,870} (21,868,365)

Share Share

Weighted average common shares 60,444,460 60,444,460
JD / Share JD / Share

(Loss) per Share (Basic and Diluted) (0.236) (0.362)

18. The Company’s Future Plan

The Group has incurred a loss of around JD 14.4 million for the period ended June 30,
2019, and as on that date the accumulated losses including the losses for the period of
JD 76.5 million represents 127% of its paid-up capital and its current liabilities exceeds
its current assets by JD 54.3 million for the period ended June 30, 2019. Finally, article
(266) of the companies law as amended by law No. (40) for the year 2002 states that
“should the company’s losses exceed 75% of its capital, the company shall be liquidate
unless the General Assembly decides in it's extraordinary meeting to increase the
company's capital to deal with the losses or redeem the losses in accordance with the
international accounting and auditing standards, provided that the total remaining losses
do not exceed half of the company’s capital in both cases.

The Company’s future plan to address its financial position is as follows:

1. Continue efforts to sell the land and assets of factory Fuheis and follow up to obtain
approvals for reorganization.

2. Opening new markets for exporting cement, which guarantees a higher utilization
of the production lines and a higher profitability.

3. Reducing variable and fixed production costs through streamlining expenditures
and through following up on the execution of the solar energy electrical production
plant project in Al Rashadiyeh prior to yearend, in addition to increasing the use of
alternative energy sources.

4, Following up on the labor cost case and obtaining the appropriate approvals.
Following up on the environmental lawsuits regarding to the stoppage of the plant

and the passe:jge of time, noting that the number of cases pending in the judiciary
is constantly decreasing

6. Continuity of selling the unutilized assets including land, real-estate and property
and equipment in all sites.

7. To study the methods of the revaluating the company’s land and quarries at fair

value in accordance with the regulations and international financial reporting
standards, which will increase the company’s equity and enhance it's solvency.
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19. Comparative Figures
During the period ended June 30, 2019, the Company has restated the comparative
figure related to the six-month period ended June 30, 2019 to comply with the
requirements of IAS (8). The impact of this adjustments on the statement of changes
in owners’ equity for the six-months ended June 30, 2018 was resulted due to the errors
related to the calculation and first implementation of expected credit losses to
determine the value of expected credit loss provision on various account receivables
and financial assets that are subject to IFRS (9) and the treatment of the deferred tax
assets related to It.

The restaterment impact Is illustrated in the table below:

Before Adjustments Restated
Restatement Effect Balance
JD D JD
Shareholder's Equity
Non-Controlling interest (22,773,188) (1,619,143) (24,392,331)
Accumulated (losses) 5,465,131 (1,555,648) 3,909,483

20. Fair Value Hierarchy
a, Fair Value of Financial Assets and Financial Liabilities Continuously Determin t Fair Value

Some of the financial assets and financial liabilities of the Company are presented at fair value
at the end of each financial period. The following table provides information about the
methods used to determine the fair value of the financial assets and financial liabilities
(Valuation Methods and Inputs Used):

Fair Value
June 30, December31,

Evaluation Relation between

Fair Value Method Significant Intangible  Significant Intangible

ncial Assets / Liabilities 2019 2018 Level and Inputs Used Inputs Inputs and Fair Value
o D
indial assets at fair value through
wprehensive income:
Listed prices in

res with available markst prices 169,576 177,486 FirstLevel  financial markets  Not applicable Not applicable
3l Finandial Assets at Fair Value 169,576 177,486

There are no transfers between the first and second level during the period ended June 30, 2019
and for the year ended December 31, 2018,
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