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Amman 11196 Jordan

TO THE SHAREHOLDERS T+9626 5673001

ARAB ALUMINUM INDUSTRY COMPANY (ARAL) F +963 6 5677706
PUBLIC SHAREHOLDING COMPANY

AMMAN, JORDAN Ry

Opinion

We have audited the financial statements of Arab Aluminum Industry Company {ARAL), which comprise the statement
of financial position as at 31 December 2018, the statements of comprehensive income, changes in equity and cash
flows for the year then ended, and notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Company as at 31 December 2018, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the international Ethics Standards Board for
Accountants' Code of Ethics for Professional Accountants {IESBA Code) together with the other ethical requirements in
Jordan that are relevant to our audit of the Company financial statements, and we have fulfilled our other ethical
responsibilities. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Key Audit Matters

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

Adequacy of Provision for expected credit loss

The provision of expected credit loss is considered a key audit matter for our audit. It requires the Company's
management to use assumptions to assess the collectability of accounts receivable based on the customers' financial
conditions and related credit risks. The balance of net accounts receivable amounted to JD 1 671 256 as of 31 December,
2018. This requires making assumptions and using estimates to take the provision for the expected credit loss in those
receivables,

Scope of Audit to Address Risks

The followed audit procedures Included understanding accounts receivable and testing the adopted internal control
system in following up on and monitoring credit risks. The procedures also included reviewing the internal control
procedures relating to calculating the expected credit loss for accounts receivable. As such, we have studied and
understood the Company’s adopted policy for calculating the provision, evaluated the factors affecting the calculation,
as well as discussed, those factors with Executive Management. We also selected a sample of those receivables after
taking into consideration the risks related to payment and guarantees. In addition, we discussed with management
some receivables with regard to the customer's expected cash flows and the adequacy of guarantees. Furthermore, we
recalculated the provisions to be taken and reviewed the aging of receivables and related disclosure, key drivers of
expected cradit loss are subject to a high level of judgment.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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Valuation of inventories

The evaluation of inventaries to net realizable value is considered a key audit matter for our audit. It requires the
Company's management to use assumptions to assess the comparing the recoverable amount of the inventories with
the book value. The Company has large values of inventories which increases the risk of having impairment of these
amounts the balance of inventories amounted to D 5 183 445 as of December31, 2018. This requires making
assumptions and using estimates to take the provision for the impairment in those inventories.

Scope of Audit to Address Risks
The followed audit procedures included understanding inventories and testing evaluation of inventories to net
realizable value. As such, we have studied and understood the Company’s adopted policy for pricing the inventories
Comparison with historical cost.

Other Information

Management is responsible for the other information. The other information comprises of the information stated in the
Annual Report and does not include the financial statements and our auditor's report thereon. The Annual Report is
expected to be made available to us after the date of this auditor's report. Our opinion on the financial statements does
not cover the other information and we will not express any form of assurance conclusion thereon.,

In connection with our audit of the financial statements, our responsibility is to read the other information when it
becomes available to us and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of the financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the Company ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Company financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high leve! of assurance but is not a guarantee that an audit conducted in accordance with
International Standards on Auditing will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if they, individually or in the aggregate, could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also

» |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risk, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than the one resulting from error, as fraud may involve collusion, forgery, intentional omission,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company internal control
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.
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s Conclude on the appropriateness of management’s use of the going concern hasis of accounting and based on the
audit evidenced obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

s Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Company to express an opinion on the financial statements. We are responsible for the direction,
supervision and performance of the Company audit and we remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any material deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the financial statements of the current year and are therefore the key audit matters. We
describe these matters in our auditor's report unless law and regulations preclude public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing 5o would reasonably be expected to outweigh the public interest benefits
of such communication.

Report on Other Legal and Regulatory Requirements
The Company maintains proper accounting records, duly organized and in line with the accompanying financial
statements, and we recommend that they be approved by the General Assembly shareholders.

Amman - Jordan
11 March 2019
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ARAB ALUMINUM INDUSTRY {ARAL)
PUBLIC SHAREHOLDING COMPANY
STATEMENT OF FINANCIAL POSITION

31 DECEMBER 2018
2018 2017

Assets Note 1D D
Current Assets
Cash and cash equivalents 3 26 365 63 746
Checks under collection 2685 438 2632371
Accounts receivable, net 4 1671 256 1958 802
Inventory 5 5183 445 4 506 692
Other debit balances 6 168 069 137 145
Total Current Assets 9734573 9 298 756
Non - Current Assets
Financial assets at fair value through other comprehensive Income 7] 347 654 353 365
Investment properties 8 66 000 66 000
Investment in associates 9 39 166 39 556
Property, plant and equipment 10 5059 665 5521762
Projects under construction 11 192 088 84 344
Total Non - Current Assets 5704573 6 065 027
Total Assets 15 439 146 15363 783
Liabilities and Equity
Liabilities
Current Liabilities
Bank overdraft 385 307 376 777
Loan 12 1362582 345 575
Accounts payable 1028 777 1083 282
Other credit balances 13 1270582 1069 022
Provision for income tax 19 - 104 364
Total Current Liabilities 4047 248 2979 020
Equity
Shareholders' Equity 14
Share capital 6 750 000 6 750 000
Share premium 345 000 345 000
Statutory reserve 3439046 3 439 046
Voluntary reserve 1019 360 1019 360
Fair value reserve {320 140) {314 429)
Retained earnings 158 632 1145 786
Total Equity 11 391 898 12384 763
Total Liabilities and Equity 15 439 146 15363 783

The accompanying notes from 1 to 28 are part of these financial statements and should read with them
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ARAB ALUMINUM INDUSTRY (ARAL)
PUBLIC SHAREHOLDING COMPANY
STATEMENT OF COMPREHENSIVE INCOME

31 bECEMBER 2018
2018 2017
Note JD ID

Sales 15 11 669 699 12 567 387
Cost of sales (10 637 809) (10913 677)
Gross profit 1031 830 1653 710
Selling and distribution expenses 16 {146 870) (171 394)
Administrative expenses 17 {795 396) {716 748)
Financing expenses {66 162) (48 &50)
Provision for expected credit loss 4 {60 000) (60 000)
Provision of spare parts - (15 000)
Board of director's remuneration - {30 000}
Other revenues 18 25594 40 625
Company's share of associates 9 {(390) (923)
{Loss ) Profit before income tax {11 334) 651 620
income tax 19 - {97 992)
{Loss) Profit for the year (11 334) 553 628
Other Comprehensive Income for the year

Change in fair value of financial assets (5 711) {25 488)
(Loss) Profit and Comprehensive Income for the year {17 045) 528 140
Basic and diluted share of the(Loss) profit for the year {0.0017) JD 0.08 JD

The accompanying notes from 1 to 28 are part of these financial statements and should read with them
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ARAB ALUMINUM INDUSTRY (ARAL)
PUBLIC SHAREHOLDING COMPANY
STATEMENT OF CHANGES IN EQUITY

31 DECEMBER 2018
Share Share Statutory Voluntary Fairvalue Retained
Capital premium  Reserve Reserve reserve  Earnings Total
D D JD D JD ID 1D
31 December 2016 6750000 345000 3439046 1019360 (288941) 1064658 12329123
Dividends - - - - - {472 500) (472 500)
::::I comprehensive income for the B ) ) - (25488) 553 628 528 140
31 December 2017 6 750 000 345000 3439046 1019360 (314429} 1145786 12384763
Impact of IFRS {9) application - - - - - {503 320} {503 320)
Adjusted beginning balance 6750000 345000 3439046 1019360 (314 429) 642466 11881443
Dividends - - = = - ({472500) {472 500)
Total comprehensive loss for the year - - - - {5711) {11334) (17 045)
31 December 2018 6750000 345000 3439046 1019360 (320 140) 158632 11391898

The accompanying notes from 1 to 28 are part of these financial statements and should read with them




—— e

m—yomed

ARAB ALUMINUM INDUSTRY [ARAL)
PUBLIC SHAREHOLDING COMPANY
STATEMENT OF CASH FLOWS

31 DECEMBER 2018

Operating Activities

(Loss} Profit before provisions
Adjustments for:
Depreciation

Interest revenue

Financing expenses

Gain from sale of property, plant and equipment

Provision for expected credit loss

Provision for spare parts

Company's Share of associates

Changes in Assets and Liabilities

Checks under collection

Accounts receivable

Inventory

Other debit balances

Accounts payable

Other credit balances

Provision for income tax

Net Cash (Used in} From Operating Activities
Investing Activities

Proceeds from interest revenue

Purchase of property, plant and equipment
Sale of property, plant and equipment
Projects under construction

Net Cash Used in Investing Activities
Financing Activities

Bank overdraft

Loan

Notes payable

Dividends paid

Paid Financing expenses

Net Cash From {Used in) Financing Activities
Net Change in Cash and Cash Equivalents
Cash and cash equivalents at January, 1
Cash and Cash Equivalents at December, 31

Note

10
18

18

10

14

2018 2017
D D

{11334) 681620

818 796 817 327

(10862) {1255)

66 162 48 650

- (1 299)

60 000 60 000

- 15 000

390 923

(53 067) 810 241

(275 774) {120 835)

(676 753) {750 114)

{30 924) 41010

{54 505) 124 920

97 196 {112 951)

= {77 999)

(60 875} 1535 238

1062 1255

(356 699) (768 587)

- 1300

{107 744) {47 268)

(463 381) {813 300)

8 530 376 270

1017 007 {430 042)

= (578 778)

{472 500) {472 500)

{66 162) {48 650)

486 875 (1153 700)

(37 381) {431 762)

63 746 495 508

26 365 63 746

The accompanying notes from 1 to 28 are part of these financial statements and should read with them



e M8

falm

—

P

ARAB ALUMINUM INDUSTRY {ARAL)
PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

1) General

The Company was registered at the Ministry of Industry and Trade as a Jordanian public shareholding limited company
under No. {100} on 6 March, 1976. The company's share capita! is 6,000,000 ID. The general assembly decided, in its
extraordinary meeting held on 10 may 1998, to increase paid-up capital to 6 750 000 JD/share with share premium to
JD/share 0.75.

The company's main activities are manufactured aluminum, extrusion, cutting and pulling profiles, and manufacture
raw materials for aluminum.

The accompanying financial statement was approved by the Board of Directors in its meeting on 11 March 2018.

2) Basis of Preparation
The accompanying financial statements of the company have been prepared in Accordance with International Financial

Reporting Standards issued by the International Accounting Standards Board (IASB) and their related interpretations
issued by |ASB.

The financial information’s are prepared in accordance with the historical cost principle, except for certain financial
assets and financial liabilities which are stated at fair value as of the date of the financial information.

The financial statements are presented in Jordanian Dinar which is the functional currency of the Company.

The accounting policies adopted in the preparation of the financial information are consistent with those adopted for
the year ended 31 December 2017 except for the effect of the adoption new standards and interpretations as Note
(27A).

Amendments effective on the financial statements of the company

IFRS 9 Financial Instruments

IFRS 9 issued in November 2009 introduced new requirements for the classification and measurement of financial
assets. IFRS 9 was subsequently amended in November 2010 to include requirements for the classification and
measurement of financial liabilities and for derecognition, and in November 2013 to include the new requirements for
general hedge accounting. Another revised version of IFRS 9 was issued in November 2014 mainly to included
impairment requirements for financial assets and b) limited amendments to the classification and measurement
requirements by introducing a ‘fair value through other comprehensive income’ {FVTOCI) measurement category for
certain simple debt instruments.

A finalized version of IFRS 9 which contains accounting requirements for financial instruments, replacing IAS 39 Financial
Instruments: Recognition and Measurement. And a new version of the new standard includes the requirements of
recognition, measurement, impairment and hedge accounting.

The final version of IFRS 9 relating to financial instruments was replaced which relates to the credit |oss model incurred
in accordance with IAS 39 Financial Instruments: Recognition and Measurement, replacing a model for expected credit
losses. The standard includes a business model for debt instruments, loans, financial liabilities, financial guarantee
contracts, deposits and receivables, but does not apply to equity instruments.

The Company calculated the initial impact of the International financial reporting standard (IFRS 9), as it is not material,
it's impact has not been reversed in the attached financial statements.

in accordance with IFRS 9 Financlal Instruments the expected credit losses are recognized at an early date in accordance
with 1AS 39.

The revised version of IFRS 9 {2014) {Financial Instruments) includes a classification mechanism for financial assets and
liabilities. IFRS 9 requires all financial assets to be classified based on the entity's business mode! for managing the
financial assets and the contractual cash flow characteristics of the financial asset.

There is no material difference in the classification of financial assets and liabilities arising from the adoption of IFRS 9
for the year 2014.

10
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ARAB ALUMINUM INDUSTRY (ARAL)
PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

Impact of adoption of IFRS (9) for the year of 2018

The company adopted the international financial reporting standards (9) “financial instruments” on January 1, 2018,
retrospectively in accordance with the standard requirements, the company has not adjusted the comparative figures
and recognized the cumulative effect of applying this standard, in the amount of JD 503 320 as an adjustment to the
opening balance of retained earnings as follows :

International Accounting Financiallllz?:sii)men - Change
Standard (39)
Accounts receivable 2174576 1671256 {503 320)
Retained earnings 661 952 158 632 {503 320)

Segment reporting

Business segments represent distinguishable components of the Company that are engaged in providing products or
services which are subject to risks and rewards that are different from those of other segments and are measured based
on the reports sent to the chief operating decision maker.

Geographical segments are associated to products and services provided within a particular economic environment,
which are subject to risks and rewards that are different from those of other economic environments.

Cash and Cash Equivalents
Cash and cash equivalents comprise cash on, and balances at banks and deposits at banks maturing within three months,
less bank overdrafts and restricted balances.

Account Receivables

Accounts receivable are stated at net realizable value after deducting a provision for doubtful debts.

A provision for doubtful debts is booked when there is objective evidence that the company will not be able to recover
whole or part of the due amounts at the end of the year. when the company collects previously written-off debts, it
recognizes the collected amounts in other revenues in the consolidated statement of income and comprehensive
Income. Furthermore, revenue and commission from doubtful debts are suspended and recognized as revenue upon
collection.

Moreover, debts are written-off when they become uncollectible or are derecognized

Inventory

Inventories are stated at the lower of cost or net realizable value.

The costs incurred for each item of goods are calculated as follows:

Raw materials and spare parts cost is determined by using the weighted average cost.

Finished goods, raw material cost and other indirect expense based on the manufacturing stage {production) by using
the first-in-first-out (FIFO} method

Net realizable value is based on estimated selling price less any further costs expected to be incurred on completion.
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ARAB ALUMINUM INDUSTRY {ARAL)
PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

Financial assets at fair value through other comprehensive Income

¢ These financial assets represent the investments in eqguity instruments held for the long term.

* These financial assets are recognized at fair value plus transaction costs at purchase date and are subsequently
measured at fair value in the statement of other comprehensive income and within owner’s equity inciuding the changes
in fair value resulting from translation of non-monetary assets stated in foreign currency. Gain or loss from the sale of
these investments or part of them should be recognized in the statement of other comprehensive income and within
owner's equity and the balance of the revaluation reserve for these assets should be transferred directly to the retained
earnings not to the comprehensive income statement.

* No impairment testing is required for these assets.

* Dividends are recorded in the comprehensive income statement

Recognition of financial assets date
Purchases and sales of financial assets are recognized on the trading date {(which is the date on which the
Company commits Itself to purchase or sell the asset).

impairment in Financial Assets

The Company reviews the value of financial assets on the date of the statement of financial Position in order to

determine if there are any indications of impairment in their value individually or in the form of a partfolio, in case such

indications exist the recoverable value Is estimated so as to determine the impairment loss.

Impairment is determined as follows:

= The impairment in the financial assets recorded at amortized cost is determined on the basis of the present value of
the expected cash flows discounted at the original interest rate.

# The impairment in the financial assets at cost is determined by the difference between book value and the present
value of the expected future cash flows discounted in effective market price on any other similar financial assets.

¢ Impairment is recorded in the statement of other comprehensive income as does any surplus that occurs in
subsequent years that is due to a previous impairment of the financial assets in the statement of other comprehensive
income.

Fair value
Fair value represents the closing market price (Assets Purchasing / Liabilities Selling) of financial assets
And derivatives on the date of the financial statements.

In case declared market, prices do not exist active trading of some financial assets and derivatives is not available or the
market is inactive fair value is estimated by one of several methods including the following:

* Comparison with the fair value of another financial asset with similar terms and conditions.
» Analysis of the present value of expected future cash flows for similar instruments.
= Adoption of the gption pricing models.

» Evaluation of long-term assets and labilitles that bear no interest through discounting cash flows and amortizing
premium / discount using the effective interest rate method within interest revenue / expense in the comprehensive
income statement.

The valuation methods aim to provide a fair value reflecting the market's expectations taking into consideration the
market expected risks and expected benefits when the value of the financial assets. When the financial assets fair value
can’t be reliably measured, they are stated at cost less any impairment.

Investment properties

Investment properties are stated at cost net of accumulated depreciation and any impairment in their value and are
disclosed their fair value. Furthermore, Any Impairment In their value is taken to the statement of Income and other
comprehensive Income, while operating revenues and expenses relating to this investment are recognized in the
statement of Income and other comprehensive Income.

If the fair value of the Investments for which an Impairment provision has been taken in the previous periods
increases, the previously recarded are recovered impairment losses at no more than their cost.
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NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

Investment in Associate
Associate is those in which the Company exerts significant influence over the financial and operating policy decisions,
and in which the Company holds between 20% and 50% of the voting rights.

Investment in associated Company is accounted for according to the equity method.

Transactions and balances between the Company up and the associate is eliminated to the extent of the Company’s
ownership in the associate.

Property, Plant and Equipment

Property and equipment are stated at cost net of accumulated depreciation and any impairment loss in Its value,
Moreover Property and Equipment {except for land) are depreciated according to the straight- line method over the
estimated useful lives when ready for use of these assets using the following annual rates.

%
Building 2
Machinery and equipment 5
Furniture and fixture 20-10
Vehicles 15

e When the carrying amount of property and equipment exceeds their recoverable value, assets are written down and
impairment loss is recorded in the consolidated statement of income.

» The useful lives of property and equipment are reviewed at the end of each year, in case the expected useful life is
different from what was determined before the change in estimate is recorded in the following years being a change
in estimates.

¢ Property and equipment are derecognized when disposed or when there is no expected future benefit from their
use.

Projects under construction

Projects under construction are stated at cost, which represents cost of constructions, equipment and direct costs.
Projects in progress are not depreciated until they become ready for use where it is transferred to property and
equipment or investment properties.

Accounts Payable and Accruals
Liabilities are recognized for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position
when there is a legally enforceable right to offset the recognized amounts and the Company intends to either settle
them on a net basis, or to realize the asset and settle the liability simultaneously.

Provisions
Provisions are recognized when the Company has an obligation as of the date of the financial statements as a result of
past events, the obligation is likely to be settled, and a reliable estimate can be made of the amount of the obligation.

Provision for employees’ end-of-service indemnity

The required provision for end-of-service indemnity for the year is recorded in the statement of comprehensive income
while payments to departing employees are deducted from the provision amount, Indemnities paid in excess of the
provision is taken to the statement of comprehensive income upon payment while the required provision for end-of-
service indemnities for the year is recorded in the statement of comprehensive income.

Revenue recognition and expenses realization

Sales are recognized upon delivery of products and customer acceptance, if any, or on the performance of services.
Sales are shown net of sales taxes and discounts, and after eliminating sales within the Company.

Other income is realized and recognized on the accrual basis.

Dividends are recognized when the shareholders’ right to receive payment is established.

Expenses are recognized on an accrual basis.

13
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Income Tax

Income tax expenses represent current and deferred taxes for the year.

Income tax expense is measured based on taxable income. Taxable income differs from income reported in the financial
statements, as the latter includes non-taxable revenue, tax expenses not deductible in the current year but deductible
in subsequent years, accumulated losses approved by tax authorities and items not accepted for tax purposes or subject
to tax.

Taxes are calculated based on the enacted tax rates according to the prevailing laws, regulations and instructions of The
Hashemite Kingdom of Jordan.

Deferred taxes are Taxes expected to be incurred or recovered as a result of temporary timing differences between the
value of the assets and liabilities in the financial statements and their respective tax basis. Deferred taxes are calculated
based on the liability method, and according to the rates expected to be enacted when it is anticipated that the liability
will be settled or when tax assets are recognized.

Income tax expenses represent current and deferred taxes for the year.

Income tax expense is measured based on taxable income. Taxable income differs from income reported in the financial
statements, as the latter includes non-taxable revenue, tax expenses not deductible in the current year but deductible
in subsequent years, accumulated losses approved by tax authorities and items not accepted for tax purposes or subject
to tax.

Foreign Currency

Iltems included in the financial statements are measured using the currency of the primary economic environment in
which the entity operates {'the functional currency'). The financial statements are presented in ‘Jordanian Dinar’, which
is the Company’s functional and presentation currency.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions or valuation where items are re-measured

Accounting Estimates

Preparation of the financial statements and the application of the accounting policies requires the management to
perform assessments and assumptions that affect the amounts of financial assets, financial liabilities, and fair value
reserve and to disclose contingent liabilities. Moreover, these assessments and assumptions affect revenues, expenses,
provisions, and changes in the fair value shown in the statement of other comprehensive income and owners’ equity.
In particular, this requires the Company’s management to issue significant judgments and assumptions to assess future
cash flow amounts and their timing. Moreover, the said assessments are necessarily based on assumptions and factors
with varying degrees of consideration and uncertainty. In addition, actual results may differ from assessments due to
the changes resulting from the conditions and circumstances of those assessments in the future.
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NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

3} Cash and cash equivalents

Cash on hand
Current accounts at banks

4) Accounts receivables

Trade receivable
Less: Expected credit loss provision

1-30 Day
31-60 Day
61-90 Day
91-180 Day
181-360 Day
More than 360

The movement of the Expected credit loss provision was as follow:

Balance at beginning of the year
Impact of IFRS (9) application
Adjusted beginning balance
Provision for the year

Balance at ending of the year

S} Inventory

Inventory and spare parts
Provision for spare parts « Finished goods

6) Other debit balances

Refundable deposits
Prepaid expenses
Letters of credit
Guarantees deposits
Custom claims
Income tax deposits
Others

2018 2017
D D
6 645 7789
19720 55 957
26 365 63 746
2018 2017
1D D0
3971619 3 695 845
{2 300 363) (1737 043)
1671 256 1 958 802
2018 2017
D D
586 347 811817
172 263 239721
202 604 186 375
124 417 135 208
958 542 325587
1927 446 1997 137
3971 619 3 695 845
2018 2017
D D
1737 043 1677043
503 320 -
2240 363 1677 043
60 000 60 000
2 300 363 1737043
2018 2017
1) D
5487 065 4810312
(303 620) {303 620)
5183 445 4 506 692
2018 2017
D D
82358 52358
32016 33 305
18 827 31027
18111 18111
2344 2344
12443 -
1970 =
168 069 137 145




ARAB ALUMINUM INDUSTRY [ARAL)
PUBLIC SHAREHOLDING COMIPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

7) Financial assets at fair value through other comprehensive income

2018 2017
D JD
Quoted financial assets 347 654 353 365

8) Investment Properties

The fair value of the investment properties has been assessed by real state evaluator equivalents amount of JD 119 874

at beginning of 2018.
9} Investment in Associates

A. Jordanian Aluminum Marketing Company

The following table illustrates the movement on the investments in associates:

2018 2017
JD JD
Balance at beginning of the year 39556 40 479
Share of associates (390) (923)
Balance at ending of the year 39 166 39 556
The Company's share of associates' assets and liabilities:
2018 2017
D JD
Total Assets 252 885 254 025
Total Liabilities (154 967) (155 133)
Net Assets 97 918 98 892
Net {Loss) as at December 31 (974) (2307)

The Company's share represents 40% of Jordanian Aluminum Marketing Company assets and liabilities of was calculated
according to the latest audited financial statements as of 31 December 2018.

B. AL Rawabi for Aluminum and Iron

The company’s share which (50%) of AL Rawabi for Aluminum and Iron capital, in addition to written off the investment
as a result of accumulated losses as well as the company's share in its obligations, as the company is under liquidation.

10) Property, plant and equipment, net

Machinery and
Lands equipment Buildings Vehicles Furniture Total
JD D JD D JD D
Cost
31 December 2017 197 771 18477841 4391719 808 892 263 063 24 139 286
Additions - 355 587 - - 1112 356 699
31 December 2018 197771 18833428 4391719 808 892 264 175 24 495 985
Accumulated depreciation
31 December 2017 - 14904 052 2847 588 615 658 250 226 18 617 524
Depreciation - 714 434 51592 50933 1837 818 796
31 December 2018 - 15618486 23899 180 666 591 252 063 19 436 320
Book value
31 December 2017 197 771 3573789 1544131 193 234 12 837 5521 762
31 December 2018 197 771 3214942 1492539 142 301 12112 5 059 665




ARAB ALUMINUM INDUSTRY (ARAL)
PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

11)Projects under construction

2018 2017
JD D
Balance at beginning of the year 84 344 80 334
Additions 206 005 47 268
Transferred to Property, plant and equipment (98 261) (43 258)
Batance at ending of the year 192 088 84 344
12)Loans
2018 2017
D D
Revolving loan 1362 582 345 575

During 2015, The Company was granted a loan by Arab Bank with an amount of USD 2 000 000 from Arab Bank bearing
Libor interest rate plus a margin of 2.25% per annum and a minimum of 3.5% per annum without commission, the loan
is used for import transfers, The last installment due on 22 February 2018.

13)Other credit balances

2018 2017
D D
Shareholders deposits 881 791 842 505
Sales tax deposit 223 200 83 283
Accrued expenses 108 285 70172
Social security payable 25824 26314
Provident fund payable 11708 -
Provision for contingent liabilities 7908 7908
Other deposits 6657 4417
Stamps deposits 3331 i3
Income tax deposits 1777 1092
Board of director’s remuneration - 30000

1270582 1069 022
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PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

14) Equity

Capital
The authorized and share capital of the Company is JD 6 750 000 divided into & 750 000 shares at ID 1 per share.

Share premium
This amount 750 000 1D represents the difference between the par value of the shares issued and their issue price at

the date of issuance.

The Company's General Assembly in its ordinary meeting held on 3 June 2009 approved to distribute 6% of capital,
equivalent to JD 405 000, as cash dividends toe become JD 345 000.

Statutory reserve

Statutory reserve is allocated according to the Jordanian Companies Law by deducting 10% of the annual net profit until
the reserve equals 25% of the Company's subscribed capital However, the Company may, with the approval of the
General Assembly, continue to deduct this annual ratio until this reserve equals the subscribed capital of the Company
in full. Such reserve is not available for dividends distribution. The General Authority may, after depletion the other
reserves, decide at an extraordinary meeting to resolve the accumulated losses from the amounts collected in the
Statutory reserve account, provided that they are rebuilt in accordance with the provisions of the Law.,

Voluntary reserve
This account represents cumulative appropriations not exceeding %20 of the annual profit before taxation per year.
This reserve is available for distribution to shareholders.

Retained earnings
The Ordinary General Assembly, held on 9 Aprli 2018, decided to distribute 7% of the capital in cash to the shareholders,

equivalent to JD 472 500.

15)Sales
Most of the Company’s sales are Aluminum products; the table below illustrates the geographical sectors:
2018 2017
JD D
Local sales 11313155 11 984 704
Export sales 356 544 582 683
11 669 699 12 567 387
16) Selling and Distribution Expenses
2018 2017
JD D
Salaries and related benefits 117 738 129 228
Vehicles 17 079 20 695
Health insurance & treatments 8 608 8593
Sales discount 2304 5168
Advertising 56 4960
Other 622 1411
Transportation 366 699
Hospitality 97 640
146 870 171394
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PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

17) Administrative expenses

2018 2017
1D JD

Salaries and related benefits 491 809 492 366
Board of director’s transpartation allowances 30816 35096
Vehicles 39909 28 097
Health insurance & treatments 28 924 26 579
Security 24 300 24 300
Maintenance 14 085 14 752
Lawyer fees 2793 13 513
Computer 10 566 12 408
Government fees 65179 11588
Donations 10 000 9 970
Professional fees 8250 8 033
Other 10277 7 966
Cleaning 8259 7 963
Depreciation 8651 7 409
Hospitality 5342 5659
Shareholders meeting 7186 4 647
Stationary 3999 3159
Telephone & postage 5296 1723
Advertising 3141 1275
Legal expenses 16614 245
795 396 716 748

18)Other revenues

2018 2017
D D

Trading in shares revenue 23053 31359
Others 1479 6712
Gain from Sale of property, plant and equipment - 1299
Interest revenue 1062 1255
25594 40 625

19) Income tax
No income tax provision has been provided for the year ended 31 December 2018 due to increase in the deductible
expenses on the taxable income.

The tax returns for the year 2017 have been submitted, however, the returns have not been reviewed by the Income
and Sales Tax Department until the date of these financial statements.

The Company reached a final settlement with the Income Tax Department up to the year 2016.

The movement of the income tax provision was as follow:

2018 2017
JD D
Balance at beginning of the year 104 364 84 371
Paid income tax {104 364) (77 999)
Income tax expense - 97 992

Balance at ending of the year - 104 364

19



ARAB ALUMINUM INDUSTRY {ARAL)
PUBLIC SHAREHOLDING COMPANY
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Accounting profit Settlement with Income tax profit was as follow:

2018 2017
JD D
Accounting (Loss) profit (11 334) 651620
Exemption Revenues/ Non-tax-deductible expense (17 646) 60 760
Export exemption 000 (12 437)
Taxable (Loss) profit (28 980} 699 943
Tax rate 14%
Accrued income tax 000 97 992
20) Risk management
Interest Risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.
Moreover, the Company manages interest rate risks through applying the sensitivity analysis of interest rate instruments
in a manner that does not negatively affect net interest income. The Company also manages its Interest rate risk
regularly by evaluating the different alternatives such as funding and renewing current positions and alternative
funding.

Currency Risk

That most dealings of the company are in Jordanian dinars, Euro and the US dollar. That the exchange rate of dinars at
a fixed price with the US dollar {1/41 dollars for each dinars), and therefore, the impact of currency risks is not
essential to the financial statements

Credit Risk

Credit risk relates to the other party’s inability to meet its contractual obligations leading to the incurrence of losses by
the Company. Moreover, the Company adopts a policy of dealing with creditworthy parties in order to mitigate the
financial losses arising from the Company’s default on its liabilities.

‘The carrying amount of the financial assets represents the maximum credit exposure. The maximum exposure to credit
risk at the reporting date was as follows:

2018 2017
JD D
Cash at bank 19720 55957
Checks under collection 2685438 2632371
Accounts receivable 1671256 1 958 802
Other debit balances 136 053 103 840
4 512 467 4750 970
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Liquidity risk
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.

The Company's approach to managing liguidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company reputation.

The following are the contracted maturities of financial liabilities:

During a year Total
D JD

2017
Bank overdraft 376777 376777
Loan 345575 345575
Accounts payable 1083 282 1083 282
Other credit balances 1069022 1069022
Income tax provision 104 364 104 364

2979 020 2979 020
2018
Bank overdraft 385 307 385 307
Loan 1362 582 1362 582
Accounts payable 1028 777 1028777
Other credit balances 1270582 1270582

4047 248 4047 248

21) Fair Value Levels
The Company use the following hierarchy for determining and disclosing the fair value of financialinstruments by
valuation technique:

Level 1
Quoted (unadjusted) market prices in active markets for identical assets or liabilities

Level 2
Valuation techniques for which the lowest level input that is significant to the fair value measurement Is directly or
indirectly observable

Level 3
Valuation techniques for which the lowest level input that is significant to the fair value measurement is unohservable

Level 1 Level 2 lLevel 3 Total
2018 1D 1D b JD
Financial assets at fair value 347 654 - - 347 654
2017
Financial assets at fair value 353 365 - - 353 365

22)Fair valiue of financial instruments
Financial instruments comprise of financial assets and financial liabilities

Financial assets consist of cash on hand and banks, checks under collection, receivables, and some other debit balances,
Financial liabilities consist of banks overdraft, loan, notes payables, account payable, and Provision for income tax, and
some other credit balances.

The fair values of financial instruments are not materially different from their carrying values.
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PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

23) Transaction with Related Parties

Compensation of key management personnel of the company is as follows:

2018 2017
D D
Salaries and other benefits 287 845 307 370

24) Segmental Information

A - Segmental information for the basic sectors:
Segmental information for the basic sectors:

For management purposes, the Company is organized into three major business segments:
Aluminum products

B. Information on Geographical Distribution:
This note represents the geographical distribution of the Company operations. Moreover, the company conducts its
operations mainly in the Kingdom, representing local operations.

25)Contingent Liabilities

2018 2017
JD D
Letters of guarantee, and Letters of credit 128632 138 416
legal claims 319 406 295 685
448 038 434 101

26)Capital Management
The primary objective of the Company's capital management is to ensure that it maintains capital ratios in order to

support its business and maximize shareholder value.
The Company manages its capital structure and makes adjustments to it in light of changes in business conditions.

No changes were made in the objectives, policies or processes during the years ended 31 December 2018 and 2017.

Capital comprises of paid-in capital, share premium, statutory reserve, voluntary reserve, change in fair value reserve,
and retained earnings and is measured at JD 11 391 898 as at 31 December 2018 (2017: JD 12 384 763).
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27)Adoption of New and Revised International Financial Reporting Standards {IFRSs}

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

Annual Improvements to IFRS Standards 2014-2016
The improvements include the amendments on IFRS 1 and JAS 28 and they are effective for annual periods beginning
on or after January 1, 2018.

Amendments to IFRS 2 Share Based Payment
The amendments are related to classification, measurement of share based payment transactions, and they are
effective for annual periods beginning on or after January 1, 2018.

Amendments to IFRS 4 Insurance Contracts
The amendments relating to the different effective dates of IFRS 9 and the forthcoming new insurance contracts
standard and they are effective for annual periods beginning on or after lanuary 1, 2018.

IFRIC 22 Foreign Currency Transactions and Advanced Consideration

The interpretation addresses foreign currency transactions or parts of transactions where:

There is consideration that is denominated or priced in a foreign currency;

The entity recognizes a prepayment asset or a deferred income liability in respect of that consideration, in advance of
the recognition of the related asset, expense or income; and

The prepayment asset or deferred income liability is non-monetary.

Amendments to IAS 40 Investment Property
These amendments show when the entity shall transfer (reclass) a property including investments under process or
development to, or from, investment propearty.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. IFRS 15 will supersede the current revenue recognition guidance
including IAS 18 Revenue, IAS 11 Construction Contract and the related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the transfer of promised goods or
services to customers in an amount that refiects the consideration to which the entity expects to be entitled in exchange
for those goods or services. Specifically, the standard introduces a 5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customer.

Step 2: tdentify the performance obligations in the correct.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.

Step 5: Recognize revenue when {or as) the entity satisfies a performance obligation.

Under IFRS 15, an entity recognizes when {or as) a performance obligation is satisfied, i.e. when ‘control’ of the goods
or services underlying the particular performance obligation is transferred to the customer. Far more prescriptive
guidance has been added in IFRS 15 to deal with specific scenarios. Furthermore, extensive disclosures are required by
IFRS 15.

IFRS 15 may be adopted retrospectively, by restating comparatives and adjusting retained earnings at the beginning of
the earliest comparative period. — Alternatively, IFRS 15 may be adopted as of the application date on January 1, 2018,
by adjusting retained earnings at the beginning of the first reporting year (the cumulative effect approach).

Amendments to IFRS 15 Revenue form Contracts with Customers
The amendments are to clarify three aspects of the standard {identifying performance obligations, principal versus agent
considerations, and licensing) and to provide some transaction relief for modified contracts and completed contracts.

Amendments tae IFRS 7 Financial Instruments: Disclosures

The amendments are related to disclosures about the initial application of IFRS 9. The amendments are effective when
IFRS & is first applied.
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PUBLIC SHAREHOLDING COMPANY
NOTES TO THE FINANCIAL STATEMENT AS AT 31 DECEMBER 2018

IFRS 7 Financial instruments: Disclosures
The amendments are related to the additional hedge accounting disclosures (and consequential amendments) resulting
from the introduction of the hedge accounting chapter in IFRS 9. The Amendments are effective when IFRS 9 is first

applied.

28) Comparative Figures
Some of the comparative figures for the year 2017 have been reclassified to correspond with the period ended 31

December 2018 presentation and it did not result in any change to the last year's operating results.



