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

Continue from page 1d

e Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated and separate financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.
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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 significant 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
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 consolidated and
separate financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation
precludes 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 so would reasonably be expected to outweigh the
public interest benefits of such communication.

Report on Other Legal and Regulatory requirements
We report that the consolidated and separate financial statements of the Group as at
and for the year ended 31 December 2018, in all material respects, comply with the:

o relevant disclosure requirements of the Capital Market Authority; and
o applicable provisions of the Commercial Companies Law of 1974, as amended.

oL &

31 January 2019 Kenneth Macfarlane

KPMG Lower Gulf Limited is a member firm of the KPMG network of independent member firms affiliated with
KPMG International Cooperative ['KPMG International”), a Swiss entity. All rights reserved.

KPMG — Muscat Branch is registered and licensed as a foreign branch under the laws of the Sultanate of Oman. C.R. No. 1309366
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Al Jazeera Steel Products Company SAOG
Consolidated and Separate Statement of Financial Position
As at 31 December
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Group Parent Company
2018 2017 2018 2017

Note RO RO RO RO
ASSETS
Non-current asset
Property, plant and equipment 7 18,251,247 19,153,177 18,225,827 19,125,581
Investment in subsidiary 26 - - 258,244 258,244
Total non-current assets 18,251,247 19,153,177 18,484,071 19,383,825

O Current assets

Inventories 8 20,913,467 15,452,865 20,364,973 15,181,887
Trade and other receivables 9 28,767,030 30,755,598 29,522,266 31,260,656
Cash and bank balances 10 3,939,089 3,500,987 3,761,299 3,309,721
Total current assets 53,619,586 49,709,450 53,648,538 49,752,264
Total assets 71,870,833 68,862,627 72,132,609 69,136,089
EQUITY AND LIABILITIES
Equity
Share capital 11 12,489,796 12,489,796 12,489,796 12,489,796
Share premium 11 13,856,484 13,856,484 13,856,484 13,856,484
Legal reserve 12 4,163,266 4,163,266 4,163,266 4,163,266
Retained earnings 13,416,335 13,630,532 13,698,757 13,937,153
Total equity 43,925,881 44,140,078 44,208,303 44,446,699
LIABILITIES
Non-current liabilities
Employees’ end of service benefits 15 1,015,363 884,016 1,003,767 877,133
Deferred tax liability 22 462,005 518,036 462,005 518,036
Total non-current liabilities 1,477,368 1,402,052 1,465,772 1,395,169
Current liabilities
Borrowings, current 14 14,513,834 12,159,908 14,513,834 12,159,908
Trade and other payables 16 11,408,109 10,306,754 11,399,059 10,280,478
Income tax payable 22 545,641 853,835 545,641 853,835
Total current liabilities 26,467,584 23,320,497 26,458,534 23,294,221
Total liabilities 27,944,952 24,722,549 27,924,306 24,689,390
Total equity and liabilities 71,870,833 68,862,627 72,132,609 69,136,089
Net assets per share 24 0.352 0.353 0.354 0.356

These financial statements were authorised for issue and approved by the Board of Directors on 31 January 2019 and
signed on their behalf by:
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Chairperson Director

The accompanying notes on pages 31 to 64 form an integral part of these financial statements.

Auditors’ report is set forth on pages 19 — 23.



Note
Revenue 6
Cost of sales 17
Gross profit
Selling and distribution expenses 18

General and administrative expenses 19

Reversal of impairment loss on trade
receivables

Other operating expenses

Operating profit
Finance costs 21

Finance income 21

Profit before taxation

Income tax expense 22

Net profit and total comprehensive
income for the year

Profit attributable to:
Parent Company

Non-controlling interest

Earnings per share attributable to
shareholders of the Parent
Company 23

Al Jazeera Steel Products Company SAOG
Consolidated and Separate Statement of Profit or Loss and other Comprehensive Income
For the year ended 31 December

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
116,145,843 96,620,476 116,194,987 96,682,747
(103,946,927) (83,282,462) (104,176,878) (83,476,845)
12,198,916 13,338,014 12,018,109 13,205,902
(5,386,765) (5,051,521) (5,378,472) (5,042,191)
(2,609,907) (2,518,175) (2,495,132) (2,342,517)
125,708 438,502 122,939 526,242
(12,325) (30,478) (12,325) (30,478)
4,315,627 6,176,342 4,255,119 6,316,958
(1,051,593) (696,681) (1,043,435) (692,824)
5,887 39,210 5,887 39,210
3,269,921 5,518,871 3,217,571 5,663,344
(489,610) (805,682) (489,610) (805,682)
2,780,311 4,713,189 2,727,961 4,857,662
2,780,311 4,723,867 - -
- (10,678) - -
2,780,311 4,713,189 - -
0.022 0.038 0.022 0.039

The accompanying notes on pages 31 to 64 form an integral part of these financial statements.

Auditors’ report is set forth on pages 19 — 23.
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Al Jazeera Steel Products Company SAOG

Consolidated and Separate Statement of Changes in Equity

For the year ended 31 December
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Al Jazeera Steel Products Company SAOG
Consolidated and Separate Statement of Cash Flows
For the year ended 31 December
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Group Parent Company
Note 2018 2017 2018 2017
RO RO RO RO
Operating activities
Profit before tax 3,269,921 5,518,871 3,217,571 5,663,344
Adjustments for:
Interest income 21 (5,887) (39,210) (5,887) (39,210)
Interest on borrowings 21 1,051,593 696,681 1,043,435 692,824
O Depreciation 7 2,086,643 2,027,716 2,084,105 2,018,536
Impairment allowance on inventories 8 49,085 3,366 62,284 491
Reversal on doubtful debts 9 (125,708) (438,502) (122,939) (526,242)
Loss on disposal of property, plant and equipment 14,486 32,515 14,486 32,515
End of service benefits charge 197,259 306,228 192,546 304,454
Operating cash flow before movement in working
capital 6,537,392 8,107,665 6,485,601 8,146,712
Changes in working capital:
Inventories (5,509,687)  (3,155,248)  (5,245,370)  (2,937,143)
Trade and other receivables 2,117,319 (9,950,622) 1,892,523 (10,215,883)
Trade and other payables 1,074,554 5,974,140 1,091,780 5,986,269
Cash from operations 4,219,578 975,935 4,224,534 979,955
Interest paid during the year (1,046,504) (758,682) (1,038,346) (754,823)
End of services benefits paid during the year (65,912) (29,435) (65,912) (21,247)
Tax paid during the year (832,123) (642,333) (832,123) (642,333)
Net cash generated from / (used in) operating activities 2,275,039 (454,515) 2,288,153 (438,448)
Investing activities
Purchase of property, plant and equipment 7 (1,206,139) (819,760) (1,205,777) (818,996)
Proceeds from disposal of property, plant and 6,940 10,108 6,940 10,108
equipment
Acquisition of non-controlling interests in subsidiary 26 - (258,244) - (258,244)
Interest received 5,887 90,936 5,887 90,936
Net cash used in investing activities (1,193,312) (976,960) (1,192,950) (976,196)
Financing activities
Dividend paid 13 (2,997,551)  (1,124,082)  (2,997,551)  (1,124,082)
Proceeds from bank borrowings 14 81,027,952 69,905,552 81,027,952 69,905,552
Repayment of bank borrowings 14 (78,674,026) (68,817,731) (78,674,026) (68,817,731)
Net cash used in financing activities (643,625) (36,261) (643,625) (36,261)
Net change in cash and cash equivalents 438,102 (1,467,736) 451,578 (1,450,905)
Cash and cash equivalents at the beginning of the year 3,500,987 4,968,723 3,309,721 4,760,626
Cash and cash equivalents at the end of the year 3,939,089 3,500,987 3,761,299 3,309,721
Cash and cash equivalents at the end of the year comprise:
Cash and bank balances 3,939,089 3,500,987 3,761,299 3,309,721

The accompanying notes on pages 31 to 64 form an integral part of these financial statements.
Auditors’ report is set forth on pages 19 — 23.



Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

1.  Legal status and activities

Al Jazeera Steel Products Company SAOG (“the Company” or “the Parent Company”) is an Omani joint stock company
registered under the Commercial Companies Law of the Sultanate of Oman. The Company’s shares are listed in the Muscat
Securities Market. The principal activities of the Company are manufacture and sale of steel products including associated
works.

The Company has two plants namely Tube Mill and Merchant Bar Mill. The commercial operations of the Tube Mill commenced
in May 1999 and the Merchant Bar Mill commenced in October 2009. During the year 2015, the Company also added a new
facility to manufacture rebar products in the existing Merchant Bar Mill.

The Parent Company holds 100% shares in Al Jazeera Oman Steel Products Company Ltd - Limited Liability Company
(“the subsidiary”), registered in Saudi Arabia. The principal activities of the subsidiary are import and sale of steel products
manufactured by the Parent Company. The Parent Company acquired 51% shareholding of the subsidiary on 15 June 2015
and acquired the remaining 49% shareholding on 31 March 2017.

The consolidated financial statements of the Group as at and for the year ended 31 December 2018 comprise the results of
the Parent and its subsidiary (together referred to as “the Group”).

2.  Changes in significant accounting policies

Except as described below, the accounting policies applied in these financial statements are the same as those applied in the
financial statements as at and for the year ended 31 December 2017.

The Group has initially applied IFRS 15 Revenue from Contracts with Customers and IFRS 9 Financial Instruments from 1
January 2018. A number of other amendments to IFRS’s are effective from 1 January 2018 but they do not have a material
impact on the Group’s financial statements.

Due to the transition methods chosen by the Group in applying these standards, comparative information throughout these
financial statements has not been restated to reflect the requirements of the new standards, except for separately presenting
reversal of impairment loss on trade receivables.

The effect of initially applying these standards is mainly attributed to the decrease in impairment losses recognized on financial
assets.

2.1 IFRS 9 Financial Instruments

The Group has adopted IFRS 9 ‘Financial Instruments’ as issued by the IASB. The Group applied IFRS 9 with date of initial
application as 1 January 2018.

This has resulted in a change in accounting policies of the Group. The requirements of IFRS 9 represent a significant change
from IAS 39 Financial Instruments: Recognition and Measurement.

As a result of the adoption of IFRS 9, the Group adopted consequential amendments to IAS 1 Presentation of Financial
Statements which requires impairment of financial assets to be presented in a separate line item in the statement of profit
or loss and other comprehensive income (OCI). Previously, the Group’s approach was to include the impairment of trade
receivables in general and administrative expenses. Consequently, the Group reclassified reversal of impairment losses,
recognised under IAS 39, from ‘general and administrative expenses’ to ‘ reversal of impairment loss on trade receivables in
the statement of profit or loss and OCI for the year ended 31 December 2018. Additionally, the Group adopted consequential
amendments to IFRS 7 Financial Instruments: Disclosures that are applied to disclosures about 2018 but have not been
generally applied to comparative information.

The impact on the financial statements on the date of adoption of IFRS 9 application (1 January 2018) is summarised below.

Original classification New classification Original carrying New carrying amount
under IAS 39 under IFRS9 amount under IAS 39 under IFRS 9
RO RO
Financial assets
Group
Trade and other receivables Loans and receivables Amortised cost 28,489,634 28,492,677

Parent Company
Trade and other receivables Loans and receivables Amortised cost 29,016,321 29,047,515
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Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

2. Changes in significant accounting policies (continued)
2.1 IFRS 9 Financial Instruments (continued)

The Group has determined that the application of IFRS 9’s impairment requirements at 1 January 2018 results in a reversal
of impairment allowance on trade and other receivables as follows:

Group Parent Company
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RO RO
Impairment allowance at 31 December 2017 under IAS 39 776,532 983,162
Reversal of impairment allowance on adoption of IFRS 9 (3,043) (31,194)
Impairment allowance at 1 January 2018 under IFRS 9 773,489 951,968

N
&

The Group has determined the impact of application of IFRS 9’s impairment requirements on remaining financial assets, which
has resulted in no material impact on the opening balances as of 1 January 2018. Accordingly, related impact of impairment
has not been considered in these financial statements.

IFRS 9 Financial Instruments introduces principle-based requirements for the classification of financial assets. The Standard
contains two primary measurement categories for financial assets: amortised cost and fair value. The standard eliminates
the existing IAS 39 categories of held to maturity, available for sale and loans and receivables. The classification of financial
assets under IFRS 9 is generally based on the business model in which the financial asset is managed and contractual cash
flow characteristics. Under IFRS 9, derivatives embedded in contracts where the host is a financial asset in the scope of the
standard are never separated. Instead, the hybrid financial instrument as a whole is assessed for classification.

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions of the
instrument. The principal financial instruments of the Group include trade and other receivables, cash and cash equivalents,
short term borrowings and trade and other payables.

Initial recognition
Financial assets
Recognition and initial measurement

Trade receivables are initially recognised when they are originated. All other financial assets and financial liabilities are initially
recognised when the Group becomes a party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is initially
measured at fair value plus, for an item not at fair value through profit or loss, transaction costs that are directly attributable to its
acquisition or issue. A trade receivable without a significant financing component is initially measured at the transaction price.

On initial recognition, a financial asset is classified as measured at amortised cost; fair value through other comprehensive income
— debt instruments; fair value through other comprehensive income — equity instruments; or fair value through profit or loss.

Financial assets at amortised cost

Afinancial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at fair value
through profit or loss:

. It is held within a business model whose objective is to hold assets to collect contractual cash flows; and

. Its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Financial assets at fair value through other comprehensive income

Equity instruments which are not held for trading or issued as contingent consideration in business combination, and for
which the Group has made an irrevocable election at initial recognition to recognise changes in fair value through other
comprehensive income rather than profit or loss. This election is made on an investment-by-investment basis.

Debt instruments where the contractual cash flows are solely principal and interest and the objective of the Company’s
business model is achieved both by collecting contractual cash flows and selling financial assets.

Financial assets at fair value through profit or loss

All financial assets not classified as measured at amortised cost or fair value through other comprehensive income as
described above are measured at fair value through profit or loss.

Financial assets, at initial recognition, may be designated at fair value through profit or loss, if the designation eliminates or
significantly reduces the inconsistent treatment that would otherwise arise from measuring the assets or recognizing gains or
losses on them on a different basis.



Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

2. Changes in significant accounting policies (continued)
2.1 IFRS 9 Financial Instruments (continued)

Initial recognition (continued)

Financial liabilities

Financial liabilities are classified as measured at amortised cost or fair value through profit or loss. A financial liability is
classified as at fair value through profit or loss if it is classified as held-for-trading, it is a derivative or it is designated as such
on initial recognition.

Financial liabilities, at initial recognition, may be designated at fair value through profit or loss if the following criteria are met:

a) The designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise from measuring
the liabilities or recognising gains or losses on them on a different basis;

b) The liabilities are part of a Group of financial liabilities which are managed and their performance evaluated on fair
value basis, in accordance with a documented risk management strategy; or

c) The financial liability contains an embedded derivative that would otherwise need to be separately recorded.

Financial liabilities at fair value through profit or loss account are measured at fair value and net gains and losses, including
any interest expense, are recognised in the Statement of profit or loss.

Subsequent measurement and gain or losses
Financial assets
Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The amortised cost is reduced
by impairment losses. Interest income, foreign exchange gains and losses and impairment are recognised in the Statement of
profit or loss. Any gain or loss on derecognition is recognised in the Statement of profit or loss.

Financial assets at fair value through other comprehensive income
a) Debt instruments

These assets are subsequently measured at fair value. Interest income calculated using the effective interest method,
foreign exchange gains and losses and impairment are recognised in the Statement of profit or loss. Other net gains
and losses are recognised in the statement of other comprehensive income. On derecognition, gains and losses
accumulated in the statement of other comprehensive income are reclassified to the Statement of profit or loss.

b) Equity instruments

These assets are subsequently measured at fair value. Dividends are recognised as income in the Statement of profit or
loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and losses
are recognised in the statement of other comprehensive income and are never reclassified to the Statement of profit
or loss.

Financial assets at fair value through profit or loss

These assets are subsequently measured at fair value. Net gains and losses, including any interest or dividend income, are
recognised in the statement of profit or loss.

Financial liabilities

Financial liabilities are subsequently measured at amortised cost using the effective interest method, if applicable. The effective
interest method is the method of calculating the amortised cost of a financial liability and of allocating interest expense over
the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments through the
expected life of the financial liability to the net carrying amount on initial recognition.

Interest expense and foreign exchange gains and losses are recognised in the Statement of profit or loss. Any gain or loss on
derecognition is also recognised in the Statement of profit or loss.
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Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

2. Changes in significant accounting policies (continued)
2.1 IFRS 9 Financial Instruments (continued)
Reclassification

Financial assets

The Group only reclassify financial assets if, and only if, the objective of the business model for managing those financial
assets is changed. Such changes are expected to be very infrequent as these changes must be significant to the Group’s
operations and demonstrable to external parties.

A
N
N
U
A
L
R
E
P
@
R
-

N
&

The Group determines that its business model has changed in a way that is significant to its operations, than it reclassifies
all affected assets prospectively from the first day of the next reporting period (the reclassification date). Prior periods are not
restated.

Financial liabilities

The Group determines the classification of financial liabilities on initial recognition. Subsequent reclassification is not allowed.
Modifications of financial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the modified asset are substantially
different. If the cash flows are substantially different, then the contractual rights to cash flows from the original financial asset
are deemed to have expired. In this case, the original financial asset is derecognised and a new financial asset is recognised
at fair value.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the modification does not
result in derecognition of the financial asset. In this case, the Group recalculates the gross carrying amount of the financial
asset and recognises the amount arising from adjusting the gross carrying amount as a modification gain or loss in the
Statement of profit or loss.

Financial liabilities

If the terms of a financial liability are modified and the cash flows of the modified liability are substantially different then, a new
financial liability based on the modified terms is recognised at fair value. The difference between the carrying amount of the
financial liability extinguished and the new financial liability with modified terms is recognised in the Statement of profit or loss.

Derecognition
Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised
when:

a) The rights to receive cash flows from the asset have expired; or

b) The Group retains the right to receive cash flows from the asset, but assumes an obligation to pay them in full without
material delay to a third party under a “pass-through” arrangement; or

c) The Group has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially all
the risks and rewards, or (b) has neither transferred nor retained substantially all the risks and rewards of the asset, but
has transferred control of the asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying amount
allocated to the portion of the asset derecognized) and the sum of (i) the consideration received (including any new asset
obtained less any new liability assumed) and (ii) any cumulative gain or loss that had been recognised in the statement of
other comprehensive income is recognised in the Statement of profit or loss.

From 1 January 2018, any cumulative gain/loss recognised in the statement of other comprehensive income in respect of
equity instrument designated as fair value through other comprehensive is not recognised in the Statement of profit or loss on
derecognition of such instrument. Any interest in transferred financial assets that qualify for derecognition that is created or
retained by the Group is recognised as a separate asset or liability.



Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

2. Changes in significant accounting policies (continued)
2.1 IFRS 9 Financial Instruments (continued)
Derecognition (continued)

Financial assets (continued)

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has neither transferred nor
retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Group continues to
recognise the transferred asset to the extent of the Group’s continuing involvement. In that case, the Group also recognises
an associated liability. The transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group could be required to repay.

Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expired.

Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in the
Statement of profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial position when,
and only when, the Group currently has a legally enforceable right to set off the amounts and it intends either to settle them
on a net basis or to realise the asset and settle the liability simultaneously.

Impairment of financial asset

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ (‘ECL’) model. This requires
considerable judgement about how changes in economic factors affect expected credit losses, which will be determined on a
probability-weighted basis.

The Group recognises loss allowances for ECLs on financial assets measured at amortised cost.
Measurement of loss allowances
The Group measures loss allowances on either of the following bases:

The financial assets at amortized cost consist of trade receivables and cash and cash equivalents. Under IFRS 9, loss
allowances are measured on either of the following bases:

- 12-month ECLs: these are ECLs that result from possible default events within the 12 months after the reporting date;
and

- Lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a financial instrument.
The Group measures loss allowances for trade receivables at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since the initial recognition and
when estimating ECLs, the Group considers reasonable and supportable information that is relevant and available without
undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the Group’s historical
experience and informed credit assessment and including forward-looking information.

The maximum period considered when estimating ECLs is the maximum contractual period over which the Group is exposed
to credit risk.

The Group assumes that the credit risk on a financial asset has significantly increased since initial recognition and while
estimating expected credit loss, when there is objective evidence or indicator for the financial assets. Examples of such
indicators include:

A
N
N
U
A
L
R
E
P
O
R
-

)
=




Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

2. Changes in significant accounting policies (continued)
2.1 IFRS 9 Financial Instruments (continued)
Measurement of loss allowances (continued)

- Significant financial difficulty of the borrower or issuer;

» Delinquency by borrower;
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+ Restructuring of an amount due to the Group on terms that the Group would not consider otherwise, indications that
a borrower or issuer will enter bankruptcy;
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+ The disappearance of an active market for a security (if any); or

+ Ifit past due for more than 30 days.

IFRS 9 does not define the term ‘default’, but instead requires each entity to do so. The definition has to be consistent with
that used for internal credit risk management purposes for the relevant financial instrument, and has to consider qualitative
indicators — e.g. breaches of covenants — when appropriate.

The Group considers a financial asset to be in default when the counter party is unlikely to pay its credit obligations to the
Group in full (based on indicator above), without recourse by the Group to actions such as realising security (if any is held); or
the financial asset is more than 90 days past due.

Lifetime expected credit losses: These losses are the expected credit losses that result from all possible default events
over the expected life of a financial instrument, if there is significant increase in credit risk or under simplified approach
12-month expected credit losses: These losses are the portion of expected credit losses that result from default events that
are possible within the 12 months after the reporting date (or a shorter period if the expected life of the instrument is less
than 12 months).

The maximum period considered when estimating expected credit losses is the maximum contractual period over which
the Group is exposed to credit risk. An asset is credit-impaired if one or more events have actually occurred and have a
detrimental impact on the estimated future cash flows of the asset.

The term ‘significant increase in credit risk’ is not defined in IFRS 9. An entity decides how to define it in the context of its
specific types of instruments. An entity assesses at each reporting date whether the credit risk on a financial instrument has
increased significantly since initial recognition. To make the assessment, an entity considers changes in the risk of default
instead of changes in the amount of expected credit losses.

An entity assesses whether there has been a significant increase in credit risk at each reporting date. The impairment model
in IFRS 9 is symmetrical, and assets can move into and out of the lifetime expected credit losses category.

To be ‘significant’, a larger absolute increase in the risk of default is required for an asset with a higher risk of default on initial
recognition than for an asset with a lower risk of default on initial recognition.

Expected credit losses are a probability-weighted estimate of credit losses.
Financial assets that are not credit-impaired at the reporting date

Measured as the present value of all cash shortfalls (i.e. the difference between the cash flows due to the Group in accordance
with the contract and the cash flows that the Group expects to receive).

Financial assets that are credit-impaired at the reporting date

Measured as the difference between the gross carrying amount and the present value of estimated future cash flows
discounted at the financial asset’s original effective interest rate. Any adjustment is recognised in the Statement of profit or
loss as an impairment gain or loss.

Presentation of expected credit losses

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of the assets
and is charged to the statement of profit or loss.



Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

2. Changes in significant accounting policies (continued)
2.1 IFRS 9 Financial Instruments (continued)
Write - off

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there is no realistic
prospect of recovery. This is generally the case when the Group determines that the debtor does not have assets or sources
of income that could generate sufficient cash flows to repay the amounts subject to the write-off. However, financial assets
that are written off could still be subject to enforcement activities in order to comply with the Group’s procedures for recovery
of amounts due.

Accounting policies applied until 31 December 2017
Impairment

At each reporting date, the Group reviews the carrying amounts of its assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if any.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. Impairment is recognised immediately in Statement of profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its
recoverable amount and the increase is recognised as income immediately, provided that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised earlier.

An assessment is made at each reporting date to determine whether there is an objective evidence that a specific financial
asset may be impaired. If such evidence exists, any impairment loss is recognised in the statement of profit or loss. Impairment
is determined as follows:

(a) For assets carried at fair value, impairment is the difference between cost and fair value, less any impairment loss
previously recognised in the statement of profit or loss;

(b) For assets carried at cost, impairment is the difference between carrying value and the present value of future cash
flows discounted at the current market rate of return for a similar financial asset;

(c) For assets carried at amortised cost, impairment is the difference between carrying amount and the present value
of future cash flows discounted at the original effective interest rate.

i Financial assets:

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:

+ the rights to receive cash flows from the asset have expired; or

- the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and

- Either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

ii. Financial liabilities:

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised
in Statement of profit or loss.
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2. Changes in significant accounting policies (continued)

2.1 IFRS 9 Financial Instruments (continued)

Accounting policies applied until 31 December 2017 (continued)
Financial instruments

Non-derivative financial instruments
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Non-derivative financial instruments comprise trade and other receivables, amounts due from related parties, cash and cash
equivalents, loans and borrowings, and trade and other payables. Cash and cash equivalents comprise cash balances and
deposits with original maturity not greater than three months. Bank overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are included as a component of cash and cash equivalents for the purpose of
the statement of cash flows.

N
&

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair value through profit
or loss, any directly attributable transaction costs. Subsequent to initial recognition, non-derivative financial instruments are
measured at amortized cost using the effective interest method, less any impairment losses.

2.2 IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised. It
replaced IAS 18 Revenue, IAS 11 Construction Contracts and related interpretations.

Revenue

Under IFRS 15, revenue is recognised when a customer obtains control of the goods or services. Determining the timing of
the transfer of control — at a point in time or over time — requires judgement.

In accordance with the transition provisions in IFRS 15, the Group has adopted IFRS 15 using the cumulative effect method,
with the effect of initially applying this standard recognized at the date of initial application (i.e. 1 January 2018). Accordingly,
the information presented for 2017 has not been restated i.e. it is presented, as previously reported, under IAS 18, IAS 11 and
related interpretations.

As the application of IFRS 15 has no impact on the financial statements, the Group has not made any adjustments to the
statement of financial position as at 1 January 2018.

The Group applied IFRS 15 with effect from 1 January 2018. As a result, the Group has applied the following accounting policy
in the preparation of its financial statements.

The Group recognises revenue from contracts with customers based on the five step model set out in IFRS 15:

Step 1 Identify the contract(s) with a customer: A contract is defined as an agreement between two or more parties that
creates enforceable rights and obligations and sets out the criteria for every contract that must be met.

Step 2 Identify the performance obligations in the contract: A performance obligation is a unit of account and a promise
in a contract with a customer to transfer a good or service to the customer.

Step 3 Determine the transaction price: The transaction price is the amount of consideration to which the Group expects
to be entitled in exchange for transferring promised goods or services to a customer, excluding amounts collected on behalf
of third parties.

Step 4 Allocate the transaction price to the performance obligations in the contract: For a contract that has more than
one performance obligation, the Group will allocate the transaction price to each performance obligation in an amount that
depicts the consideration to which the Group expects to be entitled in exchange for satisfying each performance obligation.

Step 5 Recognise revenue when (or as) the entity satisfies a performance obligation.
The Group satisfies a performance obligation and recognises revenue over time, if one of the following criteria is met:

1. The customer simultaneously receives and consumes the benefits provided by the Group’s performance as and when
the Group performs; or
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2. Changes in significant accounting policies (continued)
2.2 IFRS 15 Revenue from Contracts with Customers (continued)
Revenue (continued)

2. The Group’s performance creates or enhances an asset that the customer controls as the asset is created or
enhanced; or

3. The Group’s performance does not create an asset with an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to date.

For performance obligations where none of the above conditions are met, revenue is recognised at the point in time at which
the performance obligation is satisfied.

Variable consideration

Variable consideration amounts are estimated at either their expected value or most likely amount and included in revenue to
the extent that it is highly probable that the revenue will not reverse

Significant financing component

Group evaluates significant financing component, if the period between customer payment and the transfer of goods/
services (both for advance payments or payments in arrears) is more than one year. Group adjusts the promised amount of
consideration for the time value of money using an appropriate interest rate reflecting the credit risk.

Contract modification

A contract modification occurs when the Group and the customer approve a change in the contract that either creates
new enforceable rights and obligations or changes the existing enforceable rights and obligations. Revenue related to
a modification is not recognised until it is approved. Approval can be in writing, oral, or implied by customary business
practices.

Group treats the contract modification as a separate contract if it results in the addition of a separate performance obligation
and the price reflects the standalone selling price of that performance obligation. Otherwise, a modification (including those
that only affect the transaction price) is accounted for as an adjustment to the original contract, either prospectively or through
a cumulative catch-up adjustment.

Group accounts for a modification prospectively if the goods or services in the modification are distinct from those transferred
before the modification. Conversely, the Group accounts for a modification through a cumulative catch-up adjustment if the
goods or services in the modification are not distinct and are part of a single performance obligation that is only partially
satisfied when the contract is modified.

Cost of obtainment and fulfilment

Group capitalises incremental costs to obtain a contract with a customer except if the amortisation period for such costs is
less than one year.

If the costs incurred in fulfilling a contract with a customer are not in the scope of other guidance - e.g. inventory, intangibles,
or property, plant and equipment - then the Group recognises an asset only if the fulfilment costs meet the following criteria:

. Relate directly to an existing contract or specific anticipated contract;
. Generate or enhance resources that will be used to satisfy performance obligations in the future; and
. Are expected to be recovered.

If the costs incurred to fulfil a contract are in the scope of other guidance, then Group accounts for such costs using the other
guidance.

Group amortises the asset recognised for the costs to obtain and/or fulfil a contract on a systematic basis, consistent with the
pattern of transfer of the good or service to which the asset relates. In the case of an impairment, Group recognises these
losses to the extent that the carrying amount of the asset exceeds the recoverable amount.
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2. Changes in significant accounting policies (continued)
2.2 IFRS 15 Revenue from Contracts with Customers (continued)
Revenue from sale of goods

The Group manufactures and sells steel products which are used in various industries. Sales are recognised when control
of the products is transferred, being when the products are delivered to the customer, the customer has full discretion over
the channel and price to sell the products, and there is no unfulfilled obligation that could affect the customer’s acceptance of
the products. Revenue from the sale is recognised in the statement of profit or loss on when the risks of obsolescence and
loss have been transferred to the customer, and either the customer has accepted the products in accordance with the sales
contract, the acceptance provisions have lapsed, or the Group has objective evidence that all criteria for acceptance have
been satisfied.
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Accounting policies applied until 31 December 2017

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can
be reliably measured. Revenue is measured at the fair value of the consideration received, excluding discounts, rebates, and
sales taxes or duty.

Revenue from the sale of goods, net of trade discount is recognised in the statement of profit or loss when the significant risks
and rewards of ownership have been transferred to the buyer. Revenue is not recognised if there are significant uncertainties
regarding recovery of the consideration due, associated costs or the possible return of goods.

3. Basis of preparation and summary of significant accounting policies
3.1 Basis of preparation
These financial statements are prepared on the historical cost basis.

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”), the
disclosure requirements of the Capital Market Authority (“CMA”) and the Commercial Companies Law of 1974, as amended.

The financial statements are prepared in Rial Omani (RO), rounded to the nearest RO, which is the Group’s functional and
presentation currency.

3.2 Summary of significant accounting policies

A summary of significant accounting policies is set out below and have been applied consistently for all the periods presented
in these financial statements, except if mentioned otherwise in note 2.

3.3 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Parent Company and the entity controlled
by the Parent Company up to the reporting date. Control is achieved where the Parent Company has the power over the
investee, is exposed or has rights to variable return from its involvement with the investee and has the ability to use its power
to affect its returns.

Entities are consolidated from the date on which control is transferred to the Parent Company and cease to be consolidated
from the date on which control is transferred out of the Parent Company. Specifically, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated statement of profit or loss and other comprehensive
income from the date the Parent Company gains control until the date when the Parent Company ceases to control the
subsidiary. The Parent Company applies the acquisition method to account for business combinations in accordance with
IFRS 3.

Non-controlling interests are presented in the consolidated statement of financial position within equity, separate from the
equity attributable to shareholders. Non-controlling interests are separately disclosed in the consolidated statement of profit or
loss and other comprehensive income. NCI are measured at their proportionate share of the acquiree’s identifiable net assets
at the date of acquisition.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into
line with those used by the Parent Company.

All intercompany transactions, balances and gains or losses on transactions between members of the Parent Company are
eliminated as part of the consolidation process.
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3. Basis of preparation and summary of significant accounting policies (continued)
3.4 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. Expenditure incurred
to replace a component of an item of property, plant and equipment that is accounted for separately, including major inspection
and overhaul expenditure, is capitalised. The costs of testing whether the asset is functioning properly, after deducting the
net proceeds from selling any items produced while bringing the asset to that location and condition are also capitalised.
Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the item of property,
plant and equipment and can be measured reliably. All other expenditures are recognised in the statement of profit or loss as
an expense when incurred.

The cost of the property, plant and equipment is written down to residual value in equal installments over the estimated useful
lives of the assets. The estimated useful lives are:

Years
Buildings 20
Plant and equipment 15-20
Tools and spares 4
Motor vehicles 5
Furniture and fixtures 5
Computer and other equipment 3-5

Capital work-in-progress is not depreciated until it is transferred into one of the above categories at the time when it is ready
for use.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

Where the carrying amount of an asset is greater than its estimated recoverable amount it is written down immediately to its
recoverable amount.

Gains or losses on disposals of items of property, plant and equipment are determined as the difference between the sales
proceeds and their carrying amounts and are taken into account in determining the operating result for the period.

3.5 Inventories

Inventories, which include goods-in-transit, are valued at the lower of cost and net realisable value. Cost is determined on
the weighted average cost basis and consists of the direct cost of materials and, in the case of finished goods and work-
in-progress, an appropriate share of labour and direct overheads. Net realisable value is the price at which inventories can
be sold in the normal course of business after allowing for the costs of completion and realisation. Provision is made where
necessary for obsolete, slow moving and defective items.

3.6 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is
probable that the Group will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting year, taking into account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value
of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party,
a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the
receivable can be measured reliably.

3.7 End of service benefits and leave entitlements

End of service benefits are accrued in accordance with the terms of employment of the Parent Company’s qualifying employees
at the reporting date, having regard to the requirements of the Oman Labour Law, as amended. Provision for staff indemnities of
a subsidiary is made for the amounts payable under Saudi Labour Law applicable to employees’ accumulated period of service
at the reporting date. The obligation is calculated using the projected unit credit method and is discounted to its present value.
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3. Basis of preparation and summary of significant accounting policies (continued)
3.7 End of service benefits and leave entitlements (continued)

Employee entitlements to annual leave are recognised when they accrue to employees and an accrual is made for the
estimated liability arising as a result of services rendered by employees up to the reporting date. These accruals are included
in current liabilities, while that relating to end of service benefits are disclosed as a non-current liability.

Contributions to a defined contribution retirement plan and occupational hazard insurance for Omani employees in accordance
with the Omani Social Insurances Law of 1991 are recognised as an expense in the Statement profit or loss as incurred.

A
N
N
U
A
L
R
E
P
@
R
-

3.8 Leases
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Operating lease payments are recognised as an expense in the statement of profit or loss on a systematic basis representing
the time pattern of the Group’s benefit. The Group recognizes lower operating lease payments in initial period of lease being
representative of the time pattern of the benefits.

3.9 Taxation
Taxation is provided for in accordance with the tax laws and regulations of the Sultanate of Oman and Kingdom of Saudi Arabia.
Current tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted
at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively
enacted at the reporting date.

Adeferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which
the unused tax losses and credits can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable
that the related tax benefit will be realised.

Deferred tax assets and liabilities are offset only when there is a legally enforceable right to set off.
3.10 Dividend on ordinary shares

Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved by the Parent
Company’s shareholders.

3.11 Interest income and expense
Interest income and expense are accounted for on accrual basis using effective interest rate method.

All interest and other costs incurred in connection with borrowings are expensed as incurred, as part of financing costs and
are accounted for on an accrual basis, except that the interest expense on borrowings specifically undertaken to finance the
construction of qualifying assets are capitalised along with the cost of the asset.

3.12 Foreign currency transactions
Functional and presentation currency

Items included in the Group’s financial statements are measured using Rials Omani (“RO”) which is the currency of the
Sultanate of Oman, being the economic environment in which the Parent Company operates (the functional currency).

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at period-
end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in Statement of profit or loss.

3.13 Directors’ remuneration

The Parent Company follows the Commercial Companies Law 1974 as amended, and other latest relevant directives issued
by the Capital Market Authority, in regard to determination of the amount to be paid as Directors’ remuneration. Directors’
remuneration is charged to the Statement of profit or loss in the year to which it relates.
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3. Basis of preparation and summary of significant accounting policies (continued)
3.14 Segment reporting

A segment is a distinguishable component of the Group that is engaged in providing products or services (business segment)
or in providing products or services within a particular economic environment (geographical segment) whose operating results
are regularly reviewed by the entity’s Chief Operating Decision Maker (“CODM”"), which is subject to risks and rewards that
are different from those of other segments.

3.15 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share
options are recognised as deductions from equity, net of any tax effects.

3.16 New standards amendments and interpretation not yet effective

A number of new standards, amendments to standards and interpretations are not yet effective for annual periods beginning
on 1 January 2018, and have not been applied in preparing these financial statements. Those which may be relevant to the
Group are set out below. The Group does not plan to adopt these standards early.

IFRS 16 Leases

The Group is required to adopt IFRS 16 Leases from 1 January 2019. The Group has assessed the estimated impact that
initial application of IFRS 16 will have on its consolidated financial statements, as described below. The actual impacts of
adopting the standard on 1 January 2019 may change because:

- the Group has not finalised the testing and assessment of controls over its new IT systems; and

- the new accounting policies are subject to change until the Group presents its first financial statements that include
the date of initial application.

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligation to make lease payments.
There are recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains similar to
the current standard — i.e. lessors continue to classify leases as finance or operating leases.

IFRS 16 replaces existing leases guidance, including IAS 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.

i. Leases in which the Group is a lessee

The Group will recognise new assets and liabilities for its operating leases of factory facilities. The nature of expenses related
to those leases will now change because the Group will recognise a depreciation charge for right-of-use assets and interest
expense on lease liabilities.

Previously, the Group recognised as an expense in the statement of profit or loss on a systematic basis representing the time
pattern of the Group’s benefit. In addition, the Group will no longer recognise provisions for operating leases that it assesses
to be onerous. Instead, the Group will include the payments due under the lease in its lease liability.

No significant impact is expected for the Group’s finance leases.

Based on the information currently available, the Group estimates that it will recognise additional lease liabilities of RO
853,974 as at 1 January 2019.

ii. Transition

The Group plans to apply IFRS 16 initially on 1 January 2019, using the modified retrospective approach. Therefore, the
cumulative effect of adopting IFRS 16 will be recognised as an adjustment to the opening balance of retained earnings at 1
January 2019, with no restatement of comparative information.

The Group plans to apply the practical expedient to grandfather the definition of a lease on transition. This means that it will
apply IFRS 16 to all contracts entered into before 1 January 2019 and identified as leases in accordance with IAS 17 and
IFRIC 4.
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4 Financial risk management

Financial instruments carried on the statement of financial position comprise cash and cash equivalents, trade and other
receivables, trade and other payables and bank borrowings.

Financial risk factors

Overview
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The Group has exposure to the following risks from its use of financial instruments:

. Credit risk
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. Liquidity risk, and

. Market risk

The Group’s overall risk Management programme focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the financial performance of the Group. Risk management is carried out by the Management
under policies approved by the Board of Directors (“the Board”).

(i) Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the trade receivables from customers.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The exposure to credit risk at the reporting
date was on account of:

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Trade receivables (net) 26,053,792 28,489,634 26,845,976 29,016,321
Other receivables 29,378 37,548 29,378 31,002
Bank balances 3,930,810 3,489,609 3,753,071 3,301,073
30,013,980 32,016,791 30,628,425 32,348,396

Credit risk on trade receivables is limited to their carrying values as Management regularly reviews these balances to assess
recoverability and makes provision for balances whose recoverability is in doubt. Credit risk is managed mainly through
credit terms to customers backed by confirmed letters of credit. There is no concentration of credit risk with respect to trade
receivables as the Group has a large number of customers, internationally dispersed.

The Group allocates each exposure to a credit risk grade based on data that is determined to be predictive of the risk of loss
(including but not limited to external ratings, audited financial statements, management accounts and cash flow projections
and available press information about customers) and applying experienced credit judgement. Credit risk grades are defined
using qualitative and quantitative factors that are indicative of the risk of default and are aligned to external credit rating.

Exposures within each credit risk grade are segmented by geographic region and an ECL rate is calculated for each segment
based on delinquency status and actual credit loss experience over the past five years. These rates are multiplied by scalar
factors to reflect differences between economic conditions during the period over which the historical data has been collected,
current conditions and the Group’s view of economic conditions over the expected lives of the receivables.

Scalar factors are based on GDP forecast and include the following: 0.9 for Bahrain, 0.29 for Kuwait, 0.81 for Oman, 0.21 for
Qatar, 0.30 for Saudi Arabia, 1.59 for United Arab Emirates, 0.26 for United States of America and 0.01 for Yemen.

As for each potential customer there is no independent rating, the Group’s credit committee assesses the credit quality of
the customer, taking into account its financial position, past experience and other factors. Individual risk limits are set based
on internal or external ratings in accordance with limits set by the Board. The utilisation of credit limits is regularly monitored.
Relevant details about the trade receivables are set out in note 9.



4 Financial risk management (continued)

(i) Credit risk (continued)
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The age of trade receivables and related impairment loss at the reporting date is:

Group

31 December 2018

Less than 120 days

Between 121-180 days
Between 181-270 days
Between 271-365 days

More than 365 days

Parent

31 December 2018

Less than 120 days

Between 121-180 days
Between 181-270 days
Between 271-365 days

More than 365 days

Weighted average
loss rate %

1%
3%
10%
51%

56%

Weighted average
loss rate %

2%
4%
12%
59%

59%

Loss carrying Loss Net carrying
amount allowance amount

RO RO RO

22,279,834 242,698 22,037,136
2,939,463 92,400 2,847,063
1,109,180 105,462 1,003,718
15,191 7,704 7,487
357,905 199,517 158,388
26,701,573 647,781 26,053,792
Loss carrying Loss Net carrying
amount allowance amount

RO RO RO

22,620,940 457,484 22,163,456
3,375,277 120,017 3,255,260
1,580,961 193,894 1,387,067
10,614 6,365 4,249

87,213 51,269 35,944
27,675,005 829,029 26,845,976

The Group did not identify any material impairment loss on other financial assets as at the reporting date.

(i)  Liquidity risk

Credit
impaired

No

Yes

Yes

Yes

Yes

Credit
impaired

No
Yes
Yes
Yes

Yes

Liquidity risk is the risk that the Group will be unable to meet its net funding requirements. Liquidity risk may arise from market
disruptions or credit downgrades, which may result in unavailability of certain sources of funding.

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding from an adequate amount
of committed credit facilities. Management maintains flexibility in funding by maintaining availability under committed credit

lines.

The table below analyses the Group’s and Parent Company’s financial liabilities into relevant maturity groupings based on the

remaining year at the reporting date to the contractual maturity date:
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4 Financial risk management (continued)
(ii)  Liquidity risk (continued)

Group

At 31 December 2018

Bank borrowings

Trade and other payables

At 31 December 2017

Bank borrowings

Trade and other payables

Parent Company

At 31 December 2018

Bank borrowings

Trade and other payables

At 31 December 2017

Bank borrowings

Trade and other payables

(iii) Market risk

Contractual Less than

Total cash flows 1 year

RO RO RO

14,513,834 (14,513,834) (14,513,834)

11,408,109 (11,408,109) (11,408,109)

25,921,943 (25,921,943) (25,921,943)

Total Contractual cash Less than

flows 1 year

RO RO RO

12,159,908 (12,194,852) (12,194,852)

10,306,754 (10,306,754) (10,306,754)

22,466,662 (22,501,606) (22,501,606)

Contractual Less than

Total cash flows 1 year

RO RO RO

14,513,834 (14,513,834) (14,513,834)

11,399,059 (11,399,059) (11,399,059)

25,912,893 (25,912,893) (25,912,893)

Total Contractual cash Less than

flows 1 year

RO RO RO
12,159,908 (12,194,852) (12,194,852)
10,280,478 (10,280,478) (10,280,478)
22,440,386 (22,475,330) (22,475,330)

Market risk is the risk that changes in market prices, such as foreign exchange and interest rates affect the Group’s income or
the value of its holdings of financial instruments. The objective of market risk management is to manage and control market
risk exposures within acceptable parameters, while optimising the return on risk. It is managed by continuous review and

adjustments in sales strategy.

Foreign exchange risk

The Group operates in international markets, however, the Group is substantially independent of changes in foreign currency
rates as its foreign currency dealings are principally in US Dollars (USD), Saudi Rials (SAR) and UAE Dirhams (AED) which

are effectively pegged to the Rials Omani.
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4 Financial risk management (continued)
(iii) Market risk (continued)
Interest rate risk

The Group has call deposits and bank borrowings. The deposits with banks and borrowings carry interest on commercial
terms. The Group is exposed to interest rate risk resultant from its borrowings. The risk is managed by maintaining an
appropriate mix between fixed and floating interest rate balances at the start of the financial year, if required. A major portion
of the Group’s borrowing arrangements are of short term in nature.

For every 0.5% change in interest rate, the impact on the statement of profit or loss will be approximately to RO 52,874 (31
December 2017: RO 44,251) based on the level of borrowing net of call deposits at the reporting date.

Commodity price risk

The Group is affected by the volatility in steel prices. Its operating activities require the ongoing purchase and manufacturing
and therefore require a continuous supply of steel. Due to the significantly increased volatility of the price, the Board of
Directors have developed and enacted a risk management strategy regarding commodity price risk and its mitigation. To
manage metal price fluctuation risk, the Management cautiously manages the inventory at economical levels. The Group
is having a robust supply chain with diversified supplier base to achieve competitive prices and reduce the cycle time for
procurement. The Group’s existing production facility is also flexible in terms of reacting to the customer demands.

4.1 Capital Management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce
the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt is calculated as total borrowings (including ‘current and non-current borrowings’ as
shown in the statement of financial position) less cash and bank balances. Total capital is calculated as ‘equity’ as shown in
the statement of financial position plus net debt.

Group Parent Company

2018 2017 2018 2017

RO RO RO RO

Bank borrowings (note 14) 14,513,834 12,159,908 14,513,834 12,159,908
Less: cash and bank balances (note 10) (3,939,089) (3,500,987) (3,761,299) (3,309,721)
Net debt 10,574,745 8,658,921 10,752,535 8,850,187
Total equity 43,925,881 44,140,078 44,208,303 44,446,699
Total debt and equity 54,500,626 52,798,999 54,960,838 53,296,886
Gearing ratio 19% 16% 20% 17%

4.2 Fair value estimation

The carrying values of financial assets and liabilities with a maturity of less than one year are assumed to approximate their
fair values. The fair values of non-current financial liabilities are considered to approximate their carrying amounts.

Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation
technique:
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4 Financial risk management (continued)
4.2 Fair value estimation (continued)
Fair value hierarchy (continued)
» Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities

+ Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable,
either directly or indirectly
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» Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based
on observable market data.

N
&

5. Critical accounting estimates and judgments

The preparation of the financial statements requires Management to make estimates and assumptions that affect the reported
amount of assets and liabilities at the reporting date and the resultant provisions and changes in fair value. Such estimates
are necessarily based on assumptions about several factors involving varying, and possibly significant, degrees of judgment
and uncertainty and actual results may differ from Management’s estimates resulting in future changes in estimated liabilities
and assets.

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

Key sources of estimation uncertainty
i Impairment allowance - Measurement of the expected credit losses allowance — applicable from 1 January 2018

Loss allowances for financial assets are based on assumptions about risk of default and expected loss rates. The Group uses
judgment in making these assumptions and selecting the inputs to the impairment calculation, based on the Group’s past
experience and historical data, existing market conditions as well as forward looking estimates at the end of each reporting
period. Details of the key assumptions and inputs used are disclosed in the accounting policy above.

Impairment allowance - Measurement of the expected credit losses allowance — until 31 December 2018

An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount is no longer
probable. For individually significant amounts, this estimation is performed on an individual basis. Amounts which are not
individually significant, but which are past due, are assessed collectively and a provision applied according to the length of
time and historical recovery rates.

ii. Allowance for slow moving and obsolete inventories

Inventories are held at the lower of cost and net realisable value. When inventories become old or obsolete, an estimate is
made of their net realisable value. For individually significant amounts, this estimation is performed on an individual basis.
Amounts which are not individually significant, but which are old or obsolete, are assessed collectively and a provision applied
according to the inventory type and the degree of ageing or obsolescence, based on historical selling prices.

iii. Useful lives of property, plant and equipment

Management determines the estimated useful lives of its property, plant and equipment for calculating depreciation. This
estimate is determined after considering the expected usage of the asset or physical wear and tear. Management reviews the
residual value and useful lives annually and future depreciation charge would be adjusted where the Management believes
the useful lives differ from previous estimates.

iv. Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be available
against which the losses can be utilised. Management judgment is required to determine the amount of deferred tax assets
that can be recognised, based upon the likely timing and level of future taxable profits together with future tax planning
strategies.
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6. Segment information

An operating segment is a component of an entity that engages in business activities from which it earns revenues and
incurs expenses including revenues and expenses relating to transactions with other components of the same entity;
whose operating results are regularly reviewed by the entity’s Chief Operating Decision Maker (“CODM”) to make decisions
about resources to be allocated to the segment and assess its performance; and for which discrete financial information is
available. The accounting policies of the reportable segments are the same as the Group’s accounting policies described
under note 3.

Information regarding the Group’s operating segments is set out below in accordance with IFRS 8 - Operating segments.
IFRS 8 requires operating segments to be identified on the basis of internal reports about components of the Group that are
regularly reviewed by the CODM in order to allocate resources to the segment and to assess its performance.

Products and services from which reportable segments derive their revenues

The Group and Parent Company operate in one business segment that of manufacture and sale of steel products. All relevant
information relating to this primary segment is disclosed in the statement of financial position, statement of profit or loss and
notes to the financial statements.

The following geographical analysis has been compiled based on the location of the customers of the Group:

2018 2017
Revenue Trade Revenue Trade
receivables receivables
(gross) (gross)
RO RO RO RO
Group

GCC countries including Oman 93,176,120 23,730,774 82,075,120 27,337,461
North America 21,133,804 2,869,010 13,339,261 1,886,585
Others 1,835,919 101,789 1,206,095 42,120
116,145,843 26,701,573 96,620,476 29,266,166

Parent Company
GCC countries including Oman 93,225,264 24,704,206 82,119,391 28,070,778
North America 21,133,804 2,869,010 13,339,261 1,886,585
Others 1,835,919 101,789 1,224,095 42,120

116,194,987 27,675,005 96,682,747 29,999,483
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8. Inventories
Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Raw materials 11,457,980 8,605,607 11,457,980 8,605,607
Finished goods 6,830,980 5,227,711 6,324,216 4,985,264
O Stores and spares 2,791,569 2,333,987 2,791,569 2,333,987
Goods-in-transit 547,652 317,169 547,652 317,169
Work-in-process 1,720,147 1,354,167 1,720,147 1,354,167
23,348,328 17,838,641 22,841,564 17,596,194
Less: impairment allowance for slow moving
and obsolete inventory
(2,434,861) (2,385,776) (2,476,591) (2,414,307)
20,913,467 15,452,865 20,364,973 15,181,887

Inventories of the Parent Company are subject to a charge in the favour of the lenders against borrowings, as disclosed in
note 14.

The movement in the impairment allowance for slow moving and obsolete inventory balance was as follows:

Group Parent Company

2018 2017 2018 2017

RO RO RO RO

At 1 January 2,385,776 2,382,410 2,414,307 2,413,816

Charge during the year 49,085 3,366 62,284 491

At 31 December 2,434,861 2,385,776 2,476,591 2,414,307
9. Trade and other receivables

Group Parent Company

2018 2017 2018 2017

RO RO RO RO

Trade receivables 26,701,573 29,266,166 27,675,005 29,999,483

Impairment allowance for trade receivables (647,781) (776,532) (829,029) (983,162)

26,053,792 28,489,634 26,845,976 29,016,321

Advance to supplier 635,774 1,159,315 635,774 1,159,315

Prepaid expenses 98,651 42,365 61,703 27,282

Other receivables 1,978,813 1,064,284 1,978,813 1,057,738

28,767,030 30,755,598 29,522,266 31,260,656
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The movement in provision for impairment of trade receivables is given below:

Group Parent Company

2018 2017 2018 2017

RO RO RO RO

1 January, as previously reported 776,532 1,215,034 983,162 1,509,404
Adjustment from adoption of IFRS 9 (3,043) - (31,194) -
Restated balance at 1 January 773,489 1,215,034 951,968 1,509,404
Reversal for the year (125,708) (438,502) (122,939) (526,242)
31 December 647,781 776,532 829,029 983,162

(@) Trade receivables of the Parent Company are subject to a charge in the favour of the lenders for borrowings, as

disclosed in note 14.

(b)  The amounts are considered by the Group to be due after 120 days from the date of invoice.

The age analysis of gross trade receivables is as follows:

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Less than 120 days 22,279,834 26,358,186 22,620,940 26,680,099
Between 121 — 180 days 2,939,463 2,209,419 3,375,277 2,543,269
Between 181 — 270 days 1,109,180 204,396 1,580,961 543,774
Between 271 — 365 days 15,191 49,869 10,614 48,790
Between 366 — 730 days 33,489 171,367 23,438 147,138
More than 730 days 324,416 272,929 63,775 36,413
26,701,573 29,266,166 27,675,005 29,999,483

(c)  Other receivables include dumping duty deposit amounting to RO 1,949,435 (31 December 2017: RO 1,026,736)
paid on export to United States of America (“USA”). During the year 2016, the US Department of Commerce (“DOC”)
imposed antidumping duty on the Group’s export to USA at the rate of 7.36%. Currently the duty paid is treated as
deposit, pending DOC’s administrative review. However, the Group has recorded accrued expenses of RO 2,568,042
(31 December 2017: RO 1,335,924) under trade and other payables based on actual shipment to USA.

10. Cash and bank balances

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Cash at bank 3,930,810 3,489,609 3,753,071 3,301,073
Cash on hand 8,279 11,378 8,228 8,648
3,939,089 3,500,987 3,761,299 3,309,721

Bank balances include RO 833,595 (31 December 2017: RO 770,521) held in an account denominated in the UAE Dirhams,
RO 1,978,969 (31 December 2017: RO 1,520,378) in US Dollars, RO 1,198 (31 December 2017: RO Nil) in Euro and RO

177,790 (31 December 2017: RO 188,536) in Saudi Riyal.
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11.  Share capital

The share capital comprises 124,897,960 (31 December 2017: 124,897,960) ordinary shares of RO 0.100 (31 December
2017: RO 0.100) each fully paid.

Authorised Issued and fully paid
2018 2017 2018 2017
RO RO RO RO
Share capital 15,000,000 15,000,000 12,489,796 12,489,796

Share premium
The share premium is stated net of share issuance costs.
12. Legal reserve

In accordance with the Commercial Companies Law of Oman 1974, as amended, annual appropriations of 10% of the profit
are made to this reserve until the accumulated balance of the reserve is equal to one-third of the value of the Parent Company’s
paid-up share capital which was achieved during the year 2017. This reserve is not available for distribution.

13. Dividend

Dividend is not accounted for until it has been approved at the Annual General Meeting (AGM). At the Board of Directors
meeting held on 31 January 2019, cash dividend of RO 0.016 per share amounting to RO 1,998,367 has been recommended
for shareholders’ approval at the AGM. The financial statements for the year ended 31 December 2018 do not reflect this
resolution, which will be accounted for in shareholders’ equity as an appropriation of retained profits for the year ending 31
December 2019.

During the year 2018, a cash dividend of RO 0.024 (31 December 2017: RO 0.009) per share totalling to RO 2,997,551 (31
December 2017: RO 1,124,082) was paid as approved by shareholders in their annual general meeting held on 25 March
2018.

During the year, unclaimed dividend amounting to RO 2,128 (2017: RO 678) was transferred to the Investor’s Trust Fund
account as per the guidelines issued by the Capital Market Authority of Oman.

14. Bank borrowings

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Loans against trust receipts (a) 14,513,834 12,159,908 14,513,834 12,159,908
Total borrowings 14,513,834 12,159,908 14,513,834 12,159,908

(a)  The Group has credit facilities amounting to RO 71.50 million from local and foreign commercial banks. Bank overdrafts
carry annual interest rates ranging from 4.5% to 6.5% (31 December 2017: 4.5% to 6.5%). Loans against trust receipts
obtained from the commercial banks are at annual interest rates ranging from 2.75% to 4.50% (31 December 2017:
2.75% to 4.00% per annum). The bank facilities are secured by a pari-pasu charge on the current assets of the Parent
Company.

(b) The carrying amount of the Group and Parent Company’s borrowings is denominated in the following currencies:
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Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Rials Omani 6,000,000 3,000,000 6,000,000 3,000,000
US Dollars 8,513,834 9,159,908 8,513,834 9,159,908
14,513,834 12,159,908 14,513,834 12,159,908
Change in cash flows from financing activities
Group and Parent (Principal)
2018 2017
RO RO
Bank borrowings
1 January 12,159,908 11,072,087
Proceeds from borrowings 81,027,952 69,905,552
Repayments of borrowings (78,674,026) (68,817,731)
31 December 14,513,834 12,159,908
Change in cash flows 2,353,926 1,087,821
15. Employees’ end of service benefits
Group Parent Company
2018 2017 2018 2017
RO RO RO RO
At 1 January 884,016 607,223 877,133 593,926
Charge for the year (note 20) 197,259 306,228 192,546 304,454
Payments during the year (65,912) (29,435) (65,912) (21,247)
At 31 December 1,015,363 884,016 1,003,767 877,133
16. Trade and other payables
Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Trade payables 5,907,301 7,065,907 5,908,606 7,049,723
Accrued expenses 5,073,095 2,974,287 5,072,173 2,970,352
Advances from customers 335,718 233,303 332,561 233,303
Other payables 91,995 33,257 85,719 27,100
At 31 December 11,408,109 10,306,754 11,399,059 10,280,478
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17. Cost of sales
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Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Cost of materials consumed 95,395,351 74,884,574 95,674,818 75,078,957
Direct labour (note 20) 4,227,744 4,304,660 4,227,744 4,304,660
O Depreciation (note 7) 2,015,372 1,966,081 2,015,372 1,966,081
Electricity, gas and water 1,522,467 1,472,411 1,522,467 1,472,411
Other direct expenses 785,993 654,736 736,477 654,736
103,946,927 83,282,462 104,176,878 83,476,845
18. Selling and distribution expenses
Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Packing and despatch charges 5,295,436 4,911,915 5,290,680 4,908,589
Commission on sales 10,905 32,789 9,438 31,835
Sales promotion expenses 21,979 20,144 21,979 20,144
Advertisement and publicity 25,999 21,277 25,961 21,277
Other selling and distribution expenses 32,446 65,396 30,414 60,346
5,386,765 5,051,521 5,378,472 5,042,191
19. General and administrative expenses
Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Employee costs (note 20) 1,946,167 1,903,479 1,846,314 1,803,273
Other expenses 245,506 253,361 240,181 197,137
Legal and professional charges 143,162 120,562 138,442 113,021
Travelling and conveyance 113,093 95,744 112,279 95,744
Depreciation (note 7) 71,271 61,635 68,733 52,455
Communication expenses 76,393 70,059 74,919 67,852
Insurance 14,315 13,335 14,264 13,035

2,609,907 2,518,175 2,495,132 2,342,517




20. Employee costs

Al Jazeera Steel Products Company SAOG
Notes to the Financial Statements
Forming Part of the Financial Statements

The employee costs, included under cost of sales and general and administrative expenses comprise the following:

Basic salaries and allowances
Employee welfare expenses
End of service benefits (note 15)
Social security costs

Staff accommodation expenses

Allocated to :
Cost of sales (note 17)

General and administrative expenses
(note 19)

21. Net finance costs

Interest on borrowings

Interest income

Group Parent Company

2018 2017 2018 2017
RO RO RO RO
5,446,102 5,399,886 5,363,501 5,309,725
295,175 274,637 285,478 267,588
197,259 306,228 192,546 304,454
176,347 162,471 173,505 161,249
59,028 64,917 59,028 64,917
6,173,911 6,208,139 6,074,058 6,107,933
4,227,744 4,304,660 4,227,744 4,304,660
1,946,167 1,903,479 1,846,314 1,803,273
6,173,911 6,208,139 6,074,058 6,107,933

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
1,051,593 696,681 1,043,435 692,824
(5,887) (39,210) (5,887) (39,210)
1,045,706 657,471 1,037,548 653,614
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22. Taxation
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Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Statement of comprehensive income
Current tax:
O Tax charge for the year 545,641 832,123 545,641 832,123
Deferred tax:
Origination /reversal of other temporary (56,031) (26,441) (56,031) (26,441)
differences
Total tax charge for the year 489,610 805,682 489,610 805,682
Statement of financial position
Non-current liability
Deferred tax 462,005 518,036 462,005 518,036
Current liability
Current year 545,641 853,835 545,641 853,835

(a) The Parent Company has calculated income tax at effective tax rate of 15% for the year ended 31 December 2018
(31 December 2017: 15%). The subsidiary has no tax liability as at the reporting date. The reconciliation of tax as per
accounting profit of the Group is as below:

Group Parent Company

2018 2017 2018 2017

RO RO RO RO

Profit before tax 3,269,921 5,518,871 3,217,571 5,663,344
Tax expense at Oman tax rate - 15%

(2017 -15%) 490,488 827,831 482,636 849,502

Tax effect on non-deductible expenses 105 105 105 105

Tax effect on provisions in deductible 6,869 (180,044) 6,869 (180,044)

temporary differences

Tax effect of foreign tax rates (7,852) 21,671 - -

Tax effect of changes in tax rates - 136,119 - 136,119

489,610 805,682 489,610 805,682

(b)  Taxassessments up to year 2013 have been completed and agreed with the Oman taxation authorities. The management
believes that additional taxes, if any, for the unassessed years will not be significant to the Parent Company and the
Group’s financial position as at the reporting date.
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(c) Deferred taxation relates to the temporary differences. Deferred income taxes are calculated on all temporary differences
using a principal tax rate expected of 15% (2017: 15%). The net deferred tax liability and deferred tax charge in the

statement of profit or loss are attributable to the following items:

Group and Parent Company

Charged /
(released) to
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1 January statement of 31 December
Deferred taxation 2018 profit or loss 2018 O
RO RO RO
Asset
Provision (500,286) 5,000 (495,286)
Liability
Accelerated tax depreciation 1,018,322 (61,031) 957,291
518,036 (56,031) 462,005
Charged /
(released) to
1 January statement of 31 December
Deferred taxation 2017 profit or loss 2017
RO RO RO
Asset
Provision (336,486) (163,800) (500,286)
Liability
Accelerated tax depreciation 880,963 137,359 1,018,322
544,477 (26,641) 518,036

23. Earnings per share

Earnings per share is calculated by dividing the profit attributable to equity holders of the Parent Company by the weighted
average number of ordinary shares in issue during the year.

Group Parent Company

2018 2017 2018 2017
Profit for the year attributable to
shareholders of the Parent Company (RO) 2,780,311 4,723,867 2,727,961 4,857,662
Weighted average number of shares
outstanding (Number) 124,897,960 124,897,960 124,897,960 124,897,960
Earnings per share attributable to
shareholders of the Parent Company (RO) 0.022 0.038 0.022 0.039

As there are no dilutive potential shares issued by the Parent Company, the diluted earnings per share is same as the basic
earnings per share.
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24. Net assets per share

Group Parent Company
2018 2017 2018 2017
RO RO RO RO

Net assets attributable to shareholders of
the Parent Company (RO) 43,925,881 44,140,078 44,208,303 44,446,699
Number of shares at the reporting date
(Number) 124,897,960 124,897,960 124,897,960 124,897,960
Net assets per share attributable to
shareholders of the Parent Company (RO) 0.352 0.353 0.354 0.356

Net assets per share is calculated by dividing the shareholders’ equity by the number of shares outstanding at the reporting

date.

25. Related party transactions

Related parties comprise the shareholders, directors, business entities in which they have the ability to control or exercise
significant influence in financial and operating decisions and with Senior Management. The Group has entered into transactions
with entities related to the shareholders or directors. In the ordinary course of business, such related parties provide goods
and render services to the Group. The transactions are carried on mutually agreed terms. During the year, the following

transactions were carried out with related parties:

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
(i) Subsidiary
Sales - - 3,522,652 2,431,123
Reimbursement of expenses /
services paid - - 11,391 336,827
Amounts owed by Subsidiary - - 2,139,749 2,040,343
(i) Other related parties
Sales 436,790 - 436,790 -
Purchases 30,814 - 30,814 -
Amounts owed by related parties 103,817 - 103,817 -
Amounts owed to related parties 304 - 304 -
(iii) Compensation of key management
personnel
Basic salaries and allowances 282,222 262,309 282,222 262,309
Remuneration to directors 95,000 68,000 95,000 68,000
Directors’ sitting fees 9,825 9,825 9,825 9,825
104,825 77,825 104,825 77,825
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26. Investment in subsidiary and acquisition of non-controlling interest (“NCI”)

On 15 June 2015, the Parent Company acquired 51% shareholding in Al Jazeera Oman Steel Products Company LLC
(“the subsidiary”), a limited liability company incorporated in the Kingdom of Saudi Arabia. On 31 March 2017, the Parent
Company acquired an additional 49% shareholding interest in the subsidiary, increasing its ownership interest to 100% at a
consideration of RO 258,244, paid to the non-controlling shareholder. The Subsidiary had negative net equity of RO 483,106
on the date of acquisition. Accordingly, the Group recognised loss of RO 491,554 in retained earnings as follows:

RO
Carrying amount of NCI acquired (accumulated losses) (233,310)
Consideration paid to NCI (258,244)
Decrease in equity attributable to owner of the Parent Company (491,554)

The management considers that the investment in subsidiary is not impaired as the Subsidiary will be able to generate profits
in foreseeable future as per the financial projections.

27. Commitments
(i) Lease commitments

At 31 December 2018, the future minimum lease commitments under the lease agreement in respect of the land amounted to
RO 850,029 (31 December 2017: RO 964,320) for the remaining total lease period.

Under the terms of the operating lease, the future aggregate minimum lease payments are as follows:

Group Parent Company
2018 2017 2018 2017
RO RO RO RO
Not later than 1 year 123,957 121,695 91,529 91,529
Between 2 to 5 years 459,351 502,613 320,589 366,114
Above 5 years 489,947 593,403 437,911 506,677
1,073,255 1,217,711 850,029 964,320

(ii) Purchase commitments

At 31 December 2018, the value of outstanding purchase commitments amounted to RO 15,278,159 (31 December 2017:
RO 6,650,309).

(i) Capital commitments

At 31 December 2018, the value of outstanding capital commitments amounted to RO 325,724 (31 December 2017: RO
388,457).
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28. Contingent liabilities

Group Parent company
2018 2017 2018 2017
RO RO RO RO
Bank guarantees 925,600 232,600 925,600 232,600

The above guarantees were issued in the normal course of business.
29. Comparative figures

Certain comparative figures have been reclassified to conform with the presentation adopted in these financial statements.



