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Attached the Quarterly Report of (Union
Tobacco & Cigarette Industries Co. P.L.C) as of
31/3/2019
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Kindly accept our highly appreciation and
I'ESPECt

Union Tobacco & Cigarette Industries Co.
P.L.C

Chairman of the Board ‘s Signature
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ead Office : Tel. 4460300 Fax; 4460302
hareholders Office : Telefax. 5543808
ailing Address : P.O.Box 851015 Amman 11185 Jordan
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UNION TOBACCO AND CIGARETTE INDUSTRIES
PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)

31 MARCH 2019




Ernst & Young Jerdan
P.C.Box 1140
Amman 11118

Building a better Jordan

working world Tel: 00 962 6580 0777/00 962 6552 6111
Fax: 00 962 6553 8300
www.ey.com/me

REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

To THE BOARD OF DIRECTORS OF UNION TOBACCO AND CIGARETTE INDUSTRIES
PUBLIC SHAREHOLDING COMPANY

AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
Union Tobacco and Cigarette Industries (the “Company") and its subsidiaries (the “Group™) as at
31 March 2019, comprising of the interim condensed consolidated statement of financial position
as at 31 March 2019 and the related interim condensed consolidated statement of profit or loss,
interim condensed consolidated statement of comprehensive income, interim condensed
consolidated statement of changes in equity and interim condensed consolidated statement of
cash flows for the three months period then ended and explanatory information. The Board of
Directors is responsible for the preparation and presentation of these interim condensed
consolidated financial statements in accordance with International Accounting Standard IAS 34
interim Financial Reporting” (IAS 34"). Our responsibility is to express a conclusion on these
interim condensed consolidated financial statements based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financia! Information Performed by the independent Auditor of the
Entity”. A review of Interim financial information consists of making inquiries, primarily of persons
responsible for the 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.

A member Hrm of Ernst & Young Global Limited



EY

Building a better
working world

Conclusion
Based on our review nothing has come to our attention that causes us to believe that the

accompanying interim condensed consolidated financial statements are not prepared, in all
material respects, in accordance with 1AS 34.

Emphasis of a matter

Without qualifying our conclusion and as mentioned in note (4) to the interim condensed
consolidated financial statements, the Group's accumulated losses of JD 11,852,326 exceeded
75% of the paid in capital. According to Article (266) of the Companies Law No. (22) of 1987 and
its amendments, if the accumulated losses of a Company exceeds 75% of its paid in capital, the
Company shall be liquidated unless the General Assembly of the Company decides in an
extraordinary meeting to increase the paid up capital or to extinguish its accumulated losses. No
such meeting was held ub to the date of these interim condensed consolidated financial
statements.

Amman — Jordan M . M
29 April 2019




UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2019

ASSETS
NON-CURRENT ASSETS -

Property, plant and equipment

Investment properties

Advances on investments

Advance payment on machinery purchases

Financial assets at fair value through other
comprehensive income

Current assets -

Inventories

Accounts receivable
QOther current assets
Due from a related party
Cash and bank balances

Total Assets

EQUITY AND LIABILITIES
Equity-

Paid in capital

Share premium
Statutory reserve
Voluntary reserve

Fair value reserve
Accumulated losses

Total equity

Liabilities -
Non-current liabilities -
Long term loans

Current liabilities -

Current portion of long term loans
Bank overdraft

Trade and other payables

Due to a related party

Income tax provision

Total liabilities
Total Equity and Liabilities

W W

11

-
©w

o~

31 March 31 December
2019 2018
JD JD
{(Unaudited) (Audited)
16,036,156 16,435,430
17,203 17,203
8,828,034 7,799,219
5,841 12,389
7,886,109 7,953,001
32,773,343 32,217,242
9,535,133 10,741,056
17,270,362 17,568,632
2,886,211 2,865,261
583,143 3,021,033
458 815 352,072
30,733,664 34,548,054
63,507,007 66,765,296
15,083,657 15,083,657
5,000,000 5,000,000
3,774,151 3,774,151
7,250,000 7,250,000
(1,916,691) {1,916,691)
(11,952,326) (10,100,312)
17,238,791 19,090,805
11,626,549 12,143,478
4,985 713 5,254,294
314,581 243,869
23,646,390 23,648,539
5,694,983 5,709,733
- 674,578
34,641,667 35,531,013
46,268,216 47,674,491
63,507,007 66,765,296

The attached notes from 1 to 12 form part of these interim condensed consolidated financial statements




UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE THREE MONTHS ENDED 31 MARCH 2019

Sales
Cost of sales
Gross (loss) profit

Administrative expenses

Sales and marketing expenses
Finance costs

Other {expenses), income net

l.oss for the period

Basic and diluted loss per share attributable to equity
holders of the Company

For the three months
ended 31 March

Note 2019 2018
JD JD

12 1,332,670 3,827,907
(2,426,680) (3,032,843)
(1,094,010) 795,064
(241,063) (522,115)
(115,121) (128,172)
(387,488) (356,117)
(6,764) 24,725
(1,844 446) (186,615)

JD [Fils JD [Fils

(0/122) (0/012)

The attached notes from 1 to 12 form part of these interim condensed consolidated financial statements




UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE MONTHS ENDED 31 MARCH 2019

For the three months
ended 31 March

2019 2018
JD JD

Loss for the period (1,844 ,448) (186,615)
Add: other comprehensive income items not to be reclassified

to profit or loss in subsequent periods, net of tax:
Net iosses of financial assets at fair value through other
comprehensive income {7.568) (113,556)
Total comprehensive income for the period {1,852,014) (300,171)

The attached notes from 1 to 12 form part of these interim condensed consolidated financial statements
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UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE THREE MONTHS ENDED 31 MARCH 2019 (UNAUDITED)

OPERATING ACTIVITIES
Loss for the period

Adjustments for -
Depreciation
Finance costs

Working capital changes -
inventories

Accounts receivable and other current assets
Trade and other payables

Reiated parties

[ncome tax paid

Net cash flows from operating activities

INVESTING ACTIVITIES
Purchases of property, plant and equipment
Purchases of financial assets at fair value through

other comprehensive income

Proceeds from sale of financial assets at fair value through other
comprehensive income

Advances on investments

Net cash flows {used in) from investing activities

FINANCING ACTIVITIES
Repayment of loans
Loans received
Finance costs paid

Net cash flows used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 March

Note

For the three months
ended 31 March

2019 2018
JD JD
(1,844,446) (186,615)
399,274 214,243
387,488 356,117
1,205,923 (1,119,194)
283,868 2,852,695
(2,149) 129,591
2,423,140 224,468
(674,578) (418,254)
2,178,520 2,053,051
- (135)
(92,250) (57,370)
128,250 745,315
(1,028,815) -
(992,815) 687,810
(1,851,621) (359,641)
1,088,435 -
(387,488) (356,117)
(1,149,674) (715,758)
36,031 2,025,103
10 108,203 (483,973)
10 144,234 1,641,130

The attached notes from 1 to 12 form part of these interim condensed consolidated financial statements




UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
31 MARCH 2018

1) GENERAL

Union Tobacco and Cigarette Industries (the “Company”} was established as a public shareholding company on 19

July 1993, under registration number (232) with a paid in capital of JD 15,083,657 divided into 15,083,657 shares
at a par value of JD 1 per share.

The Company's objective is the production and packaging of tobacco, cigarette, toombak and all kinds of related
printing works.

The interim condensed consolidated financial statements were approved by the Company's Board of Directors in
their meeting held on 29 April 2018.

2) BASIS OF PREPARATION AND ACCOUNTING POLICIES

{(2-1) BaAsiS OF PREPARATION -

The interim condensed consolidated financial statements for the three months period ended in 31 March 2019 have
been prepared in accordance with International Accounting Standard 34 (Interim Financial Reporting).

The interim condensed consoligated financial statements do not contain all information and disclosures required for
the annual financial statements prepared in accordance with International Financial Reporting Standards, and
should be read in conjunction with the Group's annual report as of 31 December 2018. In addition, the results for
the three months period ended 31 March 2018 are not necessarily indicative of the results that may be expected for
the financial year ending 31 December 2018.

(2-2) BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS -

The consolidated financial statements comprise of the Company's financial statements and its subsidiaries (together
the “Group”).

Control is achieved when the Group is exposed, or has rights, to variable retums from its involvement with the
investee and has the ability to affect those returns through its power over the investee. All intra-group assets and
liabilities, equity, income, expenses and cash flows relfating to transactions between members of the Group are
eliminated in full upon consolidation.




UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
31 MARCH 2019

{2-3) CHANGES IN ACCOUNTING POLICIES -

The accounting policies used in the preparation of the interim condensed consolidated financial statements are
consistent with those used in the preparation of the annual consolidated financial statements for the year ended 31
December 2018 except for the adoption of new standards effective as of 1 January 2019 shown below;

IFRS 16 Leases

IFRS 16 supersedes 1AS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15
Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a
Lease. The standard sets out the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to account for most leases under a single on-balance sheet model.

Lessor accounting under IFRS 16 is substantially unchanged from 1AS 17. Lessors will continue to classify leases

as either operating or finance leases using similar principles as in I1AS 17. Therefore, IFRS 16 did not have an impact
for leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective approach with the date of initial application of 1
January 2019 accordingly, prior year financial statements were not restated. The Group elected to use the transition
practical expedient allowing the standard to be applied only to contracts that were previously identified as leases
applying IAS 17 and IFRIC 4 at the date of initial application. The Group also elected to use the recognition
exemptions for lease contracts that, at the commencement date, have a lease term of 12 months or less and do not
contain a purchase option (‘short-term leases’), and lease contracts for which the underlying asset is of low value
('low-value assets').

These amendments do not have any impact on the Group’s condensed consolidated financial statements.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty that affects
the application of IAS 12 and does not apply to taxes or levies outside the scope of IAS 12, nor does it specifically
include requirements relating to interest and penalties associated with uncertain tax treatments. An entity must
determine whether to consider each uncertain tax treatment separately or together with one or more other uncertain
tax treatments. The interpretation is effective for annual reporting periods beginning on or after 1January 2019, but
certain transition reliefs are available.

These interpretation does not have any impact on the Group’s condensed consolidated financial statements.




UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
31 MARCH 2019

Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through other comprehensive
income, provided that the contractual cash flows are ‘solely payments of principal and interest on the principal
amount outstanding’ (the SPPI criterion) and the instrument is held within the appropriate business model for that
classification. The amendments to IFRS 9 clarify that a financial asset passes the SPPI criterion regardless of the

event or circumstance that causes the early termination of the contract and irrespective of which party pays or
receives reasonable compensation for the early termination of the contract.

These amendments do not have any impact on the Group's condensed consolidated financial statements.

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and
Its Associate or Joint Venture

The amendments address the conflict between [FRS 10 and IAS 28 in dealing with the loss of control of a subsidiary
that is sold or contributed to an associate or joint venture. The amendments clarify that the gain or loss resulting
from the sale or contribution of assets that constitute a business, as defined in IFRS 3, between an investor and its
associate or joint venture, is recognised in full. Any gain or loss resulting from the sale or contribution of assets that
do not constitute a business, however, is recognised only to the extent of unrelated investors' interests in the
associate or joint venture. The IASB has deferred the effective date of these amendments indefinitely, but an entity
that early adopts the amendments must apply them prospectively.

These amendments do not have any impact on the Group's condensed consolidated financial statements.

Amendments to IAS 28: Long-term interests in associates and joint ventures

The amendments clarify that an entity applies IFRS 9 to long-term interests in an associate or joint venture to which
the equity method is not applied but that, in substance, form part of the net investment in the associate or joint
venture (long-term interests). This clarification is relevant because it implies that the expected credit loss model in
IFRS 9 applies to such long-term interests.

The amendments also clarified that, in applying IFRS 9, an entity does not take account of any losses of the
associate or joint venture, or any impairment losses on the net investment, recognised as adjustments to the net
investment in the associate or joint venture that arise from applying IAS 28 Investments in Associates and Joint
Ventures.

These amendments do not have any impact on the Group's condensed consolidated financial statements.




UNION TOBACCO AND CIGARETTE INDUSTRIES - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
31 MARCH 2019

(3) LEGAL RESERVES

The Group did not appropriate for legal reserves in accordance with the Jordanian Companies Law as these financial
statements are interim financial statements.

(4) ACCUMULATED LOSSES

The Group's accumulated losses of JD 11,952,326 exceeded 75% of the paid in capital. According to Article (268)
of the Companies Law No. (22) of 1997 and its amendments, if the accumulated losses of a Company exceeds 75%
of its paid in capital, the Company shall be liquidated unless the General Assembly of the Company decides in an
extraordinary meeting to increase the paid up capital or extinguish the losses of the Company to cover the

accumulated losses. No such meeting was held up to the date of these interim condensed consolidated financial
statements.

(5) INCOME TAX

No Income tax provision was calculated for the three months ended in 31 March 2019, due to the excess of
deductible expenses over taxable revenues in accordance with the income Tax Law No. (34) of 2014 amended by
law No. (38) of 2018.

No Income tax provision was calculated for the three months ended in 31 March 2018, due the to excess of
deductible expenses over taxable revenues in accordance with the Income Tax Law No. (34) of 2014

The Income and Sales Tax Department reviewed the accounting records of the Company and its subsidiaries up to
the year 2012. The Income and Sales Tax Department reviewed the accounting records of the Company and its
subsidiaries until the end of 2015 and did not issue its final report until the date of preparation of these interim
condensed consolidated financial statements.

The Income and Sales Tax Department did not review the Group’s accounting records for the years 2018, 2017 and
2016 up to the date of these interim condensed consoiidated financial statements.
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(6) ADVANCES ON INVESTMENTS

The Group has established a branch in Iraq on 15 April 2018, under registration number 5252 according to the
regulations of the Iragi Foreign Companies Act number (2) of 2017 in which this branch established a factory in Iraq,
under the name of Al-Fiddiya Tobacco and Cigarettes Industries LLC with @ share capital of |QD 5,000,000,000
which is equivalentto JD 3,008,500, the Group's owns 50% of the share capital of Al-Fiddiya Tobacco and Cigarettes
Industries LLC which is equivalent to JD 1,504,250, noting that the Group exerts majority control over Al-Fiddiya
Tobacco and Cigarettes Industries LI.C. The Group has financed the factory for establishing purposes during the
first quarter of 2019 with an amount of JD 1,028,815 (2018: JD 3,299,219).

During the third quarter of the year 2018, the Group has also contributed an amount of JD 4,500,000 to establish a
new branch located in Baghdad under the name of Union Tobacco and Cigarettes Industries (Baghdad) in which
the Group owns 100% of the share capital of that branch.

() RELATED PARTIES BALANCES

The interim condensed consolidated financial statements include the financial statements of the Company and the
following subsidiaries:

Counry of Paid In Main Percentage Of
Incorporation Capital Activity Ownership
JD %
Al Aseel for Marketing of Ma'asel and
Cigarettes Jordan 100,000 Marketing 100
Union for Advanced Industries Jordan 100,000 Marketing 100
Union Tobacco and Cigarette Industries - [raq Iraq - Marketing 100

Related parties include associates, major shareholders, board of directors members, executive management, as
well as companies controlled or have a significant influence directly or indirectly, by those entities.

Balances of related parties included in the interim consolidated statement of financial position are as follows:

31 March 31 December
2019 2018
JD JD
Due from a related party: (Unaudited) (Audited)
Union Investment Corporation (Parent Company) 583,143 3,021,033
Due from a related party:
Union Land Development Company {Sister Company) 5,694,983 5709733
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Key management salaries and bonuses:

The Group's key management salaries and bonuses amounted to JD 40,050 for the three months ended in 31
March 2019 against JD 40,050 for the three months ended in 31 March 2018,

{8) PROPERTY, PLANT AND EQUIPMENT

There were no additions o property, plant and equipment for the three months ended 31 March 2019 (31 March
2018: JD 135).

(9) BANK OVERDRAFTS

31
Average 31 March December
Currency Interest Rate Ceiling 2019 2018
JD JD JD
(Unaudited) (Audited)
Bank Al Etihad JD 5,5% 250,000 314,581 234,869
314,581 234,869

This overdraft is guaranteed by the same guarantees disciosed in Note (11) “Bank Al Etihad reducing loan” of the
interim condensed consolidated financial statements.

(10} __CASH AND CASH EQUIVALENTS

For the purpose of interim condensed consolidated statement of cash flows, cash and cash equivalents comprise
of the following:

31 March 31 December
2019 2018
JD JD
Cash and bank balances 458 815 352,072
Less: bank overdrafts (Note 9) (314,581) (243,869}
144,234 108,203
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11 LOANS
Loans instaliments
31 March 2019 (Unaudited) 31 December 2018 {(Audited)
Current  Leong-terrn Current  Long-term
Currency portion portion Total portien portion Total
JD JO JD JD JD JD
Bank Al Etihad — Revolving loan JD 784,920 - 784,920 830,730 - 830,730
Bank Al Etihad - Revelving loan usD 1,912,141 - 1,912,141 2,134,912 - 2,134,912
Bank Al Etihad — Reducing loan uso 2288652 11,626,549 13,91 5201 2,288,652 12,143,478 14,432,130

4985713 11,626,549 16,612,262 5,254,294 12,143 478 17,397,772

Bank Al Etihad - Revolving loan- JD

During 2017, the Company obtained a revolving loan with a ceiling of JD 1,000,000, and an annual interest rate of
5.5% with no commission and will be fully paid in 2019.The guarantees on this loan are the same as those related
to the reducing loan from Bank Al Etihad, which is mentioned below in this disclosure.

Bank Al Etihad - Revolving loan- USD

During 2017, the Company obtained a revolving loan with a ceiling of USD 3,000,000, and an annual interest rate
of 5.5% with no commission and will be fully paid in 2019.The guarantees on this loan are the same as those related
1o the reducing loan from Bank Al Etihad, which is mentioned below in this disclosure.

Bank Al Etihad — Reducing loan- usD

The Company has obtained a declining loan in US Dollars amounted to USD 14,000,000 at an annual interest rate
of 5.5% without commission repayable over 48 equal monthly instaliments of USD 326,000 each except for the last
installment which will be due on 1 December 2019 which represents the remaining balance of the loan, and the first
instaliment was due on 2 February 5014 and the last instailment will be due on 1 January 2018.

The loan is guaranteed by the purchased shares of the Union Land Development Company {subsidiary) and the
resulting dividends. The loan is also secured by a first degree real estate mortgage with an amount of JO 15,000,000
and endorsement of insurance policy in savor of the bank in the amount of JD 21 ,000,000.
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On 12 August 2015, the declining loan was increased to become USD 17,000,000 at an annual interest rate of 5.5%
less a margin of 0.25% without commission. The loan is repayable over equal monthly instaliments of USD 394,000
each, the first installment was due on 30 September 2015 and the last installment which represents the remaining
balance the loan will be due on 30 August 2019 under the same conditions and collaterals mentioned above.

On 28 April 2018, the declining loan was increased to become USD 26,200,000 at an annual interest rate of 5.5%
without commission repayable over 100 equal monthly installments of USD 268,000 each, the first installment was
due on 30 May 2018 and the last installment which represents the remaining balance of the loan will be due on 30
September 2024 under the same conditions and collaterals mentioned above.

{12) OPERATING SEGMENTS

The presentation of key segments is determined on the basis that the risks and rewards related to the Group are
materially affected by the difference in the products or services of those segments. These segments are organized
and managed separately according to the nature of the services and products, each of which represents a separate
unit and is measured according to reports used by the Group's Chief Executive Officer and Chief Decision Maker.

The Group is organized for administrative purposes through the following two business segments:

— Tobacco and Cigarettes.
- Marketing of Tobacco and Cigareties.

The Group's management monitors the results of the business segment separately for performance evaluation
purposes. Segment performance is evaluated based on operating profit or loss for each segment.

A geographical segment is associated with the providing products or services in a specific econemic environment
that is subject to risks and rewards that differs from those related to business segments in other economic
environments.
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Revenues, profit, assets and liabitities by business segments are as follows:

Tobacco and

Marketing of
Tobacco and

Cigarettes Cigarettes Total
JD JD JD

For the three months ended 31 March 2019 (Unaudited) -
Revenues:
Revenues 1,303,365 29,305 1,332,670
Segment results:
Loss for the period (1,785,698) {58,748) (1,844 446)
Other segment information:
Cepreciation {395,091) (4,183) {399,274)
Finance costs {387,488) - (387,488)
For the three months ended 31 March 2018 (Unaudited) -
Revenues:
Revenues 695,487 3,132,420 3,827,807
Segment results:
Loss (profit) for the period (1,223,100) 1,036,485 (186,615)
Other seqment information;
Depreciation (197.287) {16,956) {214,243}
Finance costs (356,117) - {356,117)
As at 31 March 2019 (Unaudited) -
Assets and liabilities:
Segments assets 49.271,751 14,129,268 63,401,019
Segments liabilities 38,062,856 8,205,360 46,268,216
As at 31 December 2018 {Audited) -
Assets and liabilities:
Segments assets 52,639,915 14,125,381 66,765,296
Segments liabilities 39,534,490 8,140,001 47,674,491






