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Date: 8/3/2020 Ref. mi7iét e Ay g

To: Jordan Securities Commission

Amman Stock Exchange

Subject: Audited Financial Statements for the fiscal year ended 31/12/2019.

Attached the Audited financial statements of (National Steel Industry Co .Ltd)

For the fiscal year ended 31/12/2019.

Chairman of the Board of Directors

W National Steel Industry

Co.Ltd.
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Independent Auditors Report

To Shareholders
National Steel Industry Public Shareholding Company
Amman - The Hashemite Kingdom of Jordan

Report on the Audit of the financial Statements

Opinion

We have audited the financial statements of National Steel Industry Company (Public Shareholding Company),
which comprise the statement of financial position as at December 31, 2019, and the statement of comprehen-
sive income, statement of changes in equity and statement of cash flows for the year then ended, and notes to
financial statements, including summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material aspects, the financial posi-
tion of the Company as at December 31, 2019, and of its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under
those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report.

We are independent of the company in accordance with the International Ethics Standards Board for Account-
ants' Code of Ethics for professional Accountants (IESBA Code) together with the ethical requirements that are
relevant to our audit of the financial statements, and we have fulfilled our other ethical responsibilities in ac-
cordance with these requirements and the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

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

|
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Basic auditing matters The following is description of our auditing proce-
dures

Impairment of receivables and checks under collection
Impairment of receivables activities to customers is a highly | Our audit procedures included the assessment of con-
subjeclive area due to the level of judgment applied by the | trols over the granting, booking and monitoring process-
management in determining the extent of credit losses | es of receivables, and impairment provisioning process,
which is dependent on the credit risk related to such re- | including consideration of requirements, to validate the
ceivables. The judgments applied by management in de- | operating effectiveness of the key controls in place,
termining the level of impairment for receivables include | which identify the impaired receivables and the required
the identification of events that could possibly result in im- | provisions against them. As part of the control testing
pairment, an appropriate valuation of the related collateral, { procedures, we assessed whether the key controls in the
the assessment of customers that are likely to default, and | above processes were designed, implemented and op-
the future cash flows relating to receivables. erated effectively,

We also assessed whether the consolidated financial
statemant disclosures appropriately reflect the require-
ments of IFRS {Note 10).

Evaluation of Unquoted Investments in Regulated Mar-
kets

The management has estimated the impairment in value of | The followed audit procedures include understanding the
the shares through the expected assumptions and, given | internal procedures to determine the fair value of finan-
their importance, is considered an important risk and a | cial assets not quoted in financial markets, testing their
provision for impaimment has been recognized against that | effectiveness, assessing the reasonableness of the as-
impairment. sumptions and estimates adopted by management for
determining the fair value of unquoted financial assets.
Moreover, these estimates have been compared with the
requirements of International Financial Reporting Stand-
ards in light of the available information.

Inventory and spare parts
In accordance with Intermational Financial Reporting | The auditing procedures included the procedures of in-
Standards, the company must ensure that the value of in- | specting and ascertaining the existence of inventory that
ventory is reported based on the lower of cost or net realiz- | has been recorded in the company’s books in the ware-
able value and determining the impairment of inventory (if | houses and ascertaining that the existing inventory in the
any) and ascertaining that there is no slow moving or waste | warehouses which belongs to the company has been
inventory which influence the net realizable value. recorded up until the date of preparation of the financial
statements and that the company asseris that the rec-
orded invenlary is recorded based on the lower of cost or
net realizable value considering that the cost of finished
goods and work in process are determined based on the
Weighted-average, which include the cost of materials,
labors and a percentage of indirect industrial expenses,
in which the raw malerials and spare paris are reporied
based on cost which is also determined based on the
Weighted-average.

Property, plant and equipment
In accordance with the Intemnational Financial Reporling | The audil procedures included examining the control
Standards, the company has to review the useful life, de- | procedures used in the verification of existence and
preciation method, perform and impairment fest to the re- | completeness, reviewing the purchase and sale of the
ported amount of property, plant and equipment in the fi- | assets during the year, ensuring the calculation of the
nancial position and in case of any impairment indications | depreciation expense, malching the inventory in terms of
in the recoverable amount, the losses are calculaled ac- | presence and ensuring that the properly, plant and
cording to the impairment policy in which the company de- | equipment are productive and there is no impairment in
termines the impairment in property, plant and equipment | value. Management Assumptions Taking into account
by using assumptions and evaluations (if any) and due to | the available extenal information about the risk of im-
its importance, its considered one of the key audit matters. | pairment of property, plant and equipment, we have also
emphasized on the adequacy of the Company's disclo-
sures about property, plant and equipment,
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Other Information

Management is responsible for the other information. The other information comprises the [information in-
cluded in the annual report, but does not include the consolidated financial statements and our auditors’ re-
por! thereon.]

Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

[n connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information; we are required to
report that fact. We have nothing to report in this regard.

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

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

Those charged with governance are responsible for overseeing the company's financial reporting process.
4 g P g pany P EP

Auditor's Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance whether the financial statements as a whole are free from ma-
terial misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with International Standards on Auditing (ISAs) will always detect a material misstatement when it exist. Mis-
statements can arise from fraud or error and are considered material if, individually or in aggregate, they couid

reasonably be expected to influence the economic decision of users taken on this basis of these financial state-
ments.

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

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

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
company's internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.
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» Conclude on the appropriateness of the management's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors' report to the related disclosures in the fi-
nancial statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions are based on
the audit evidence obtained up to the date of our auditors' report. However, future events or conditions may
cause the company to cease to continue as a going concern.

* Evaluate the overall presentation, structure and the content of the financial statements, including the disclo-
sures, and whether the financial statements represent the underlying transactions end events in a manner that
achieves fair presentation.

¢ 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 the internal control
that we identify during our audit.

Report on other Legal and Regulatory Requirements

The Company has proper accounting records which are, in all material respects, consistent with the accompany-
ing financial statements, accordingly, we recommend to approve these financial statements by the general as-
sembly.

Sali ?ﬁk/zn
etisg #I53).

Amman - February 17, 2020
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National Steel Industry Public Shareholding Company

Statement of Financial Position as at December 31, 2019

ASSETS

Non Current Assets
Property, Plant and Equipment
Work Under Progress
Financial Assets at Fair Value
Deferred Tax Assets

Total Non Current Assets
Current Assets

Inventory

Trade Receivables

Other Debt Balances

Cash and Cash Equivalents
Total Current Assets
TOTAL ASSETS
EQUITY AND LIABILITIES
Equity

Capital

Issuance Premium
Statutory Reserve

Retained Earnings

Change in Fair Value

Net Equity

Liabilities

Non Current Liabilities
Long Term Loan

Current Liabilities

Due to Related Parties
Trade Payables

Other Credit balances
Loans — Current portion
Total Current Liabilities
Total Liabilities

Total Equity & Liabilities

Notes from number 1 to 23 forms an integral part of these financial statements

Notes

0 ~1 & th

10
11
12

13

14

15

16

17
15

31-DEC-2019 31-DEC-2018
JD JD
5,428,530 5,558,805
55,876 66,762
183,651 216,651
200,393 341,253
5,868,450 6,183,471
2,116,329 2,647,897
232,348 135,052
355,521 215,930
411,228 87,094
3,115,426 3,085,973
8,983,876 9,269,444
2,941,768 2,941,768
(30,821) (61,640)
735,442 735,442
1,419,919 1,386,884
(100,000) (67,000)
4,966,308 4,935,454
283,604 567,203
2,451,041 2,433,627
187,434 162,011
811,890 887,550
283,599 283,599
3,733,964 3,766,787
4,017,568 4,333,990
8,983,876 9,269,444




National Steel Industry Public Shareholding Company
Statement of Comprehensive Income for the year ended December 31, 2019

Net Sales
Cost of Sales

Gross Profit

Administrative Expenses
Depreciation

Amortization of Issuance Premium
Other Revenue

Profit (Loss) before tax

Income Tax Expense

National contribution 1%

Profit (Loss) after tax

Other Comprehensive Income

Change in Fair Value of Financial Assets

Change in Deferred Tax Assets

Total Comprehensive profit (Loss) for the period

Earnings per Share

18

19

20

21

31-DEC-2019 31-DEC-2018
JD JD
24,246,890 29,805,209
(23,534,994) (28,598,988)
711,896 1,206,221
(331,757) (457,693)
(9,531) (9,079)
(30,819) (30,819)
9,690 131,845
349,479 840,475
(69,896) (117,667)
(3,495)
276,088 722,808
(33,000) (50,000)
(70,964) 102,376
172,124 775,184
JD/Shar JD/Shar
0.060 0.264

Notes from number 1 to 23 forms an integral part of these financial statements
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National Steel Industry — Public Shareholding Company

Statement of Cash Flows For the year ended December 31,2019

Operational Activities

Profit (Loss) for the year before tax
Adjustments:

Depreciation

Amortization of Issuance Premium
National contribution 1%

Change in Working Capital

Inventory

Trade receivables

Other debt balances

Trade Payables

Other Credit balances

Net cash flow from operational activities
Investment Activity

Purchase of Plant, Property and equipment
Work under Progress

Net cash flow from investment activities
Finance Activities

Loans — Current portion

Due to related parties

Dividends

Directors’ remuneration

Net cash flow from finance activities
Net Changes in Cash and equivalents

Cash and cash equivalents at Jan.1

Cash and cash equivalents at December
31,2019

31-DEC-2019  31-DEC-2018
JD JD
349,479 840,475
149,699 152,304
30,819 30,819
(3,495) -
531,568 456,603
(97,296) 14,658
(139,591) 532,786
25,423 (138,579)
(75,660) (938,304)
770,946 950,762
(19,424) (49,759)
10,886 (15,329)
(8,538) (65,088)
(283,599) (283,599)
17,414 (657,973)
(147,089) -
(25,000) -
(438,274) (941,572)
324,134 (55,898)
87,094 142,992
411,228 87,004

- Notes from number 1 to 23 forms an integral part of these financial statements-



National Steel Industry Public Sharcholding Company

Notes to the financial statements
December 31, 2019

(1) General

» National Steel Industry Public Shareholding Company was established in January 1%

1979 as a public shareholding company and registered at the Ministry of Trade and In-
dustry under registration number (125).Many changes on capital incurred since incorpo-
rating the company till December 31, 2013 the capital reached JD 1,171,281. On March
4, 2014 the board of commissioners of Jordan Securities Commission agreed additional
capital of JD 1,000,000 of a non public offering allocated to Nasri Mufleh and Partners
Commercial Company to become the paid-up capital 2,171,281 JD , On April 29, 2014
the general assembly agreed to capitalize part of shareholders credit balances of JD
616,390 related to DR.Ghassan Mufleh and Nasri Mufleh and Partners Commercial
Company. The company finalized the legal requirements with Ministry of Industry and
Trade and added to the capital shares of 770,487 with issuance value of JD 0.8. to be-
come the paid-up capital2,941,768 JD.
The authorized capital is JD 3 million and due to the expiry of the legal period for the
payment of the entire un-subscribed portion of the authorized capital, the authorized, sub-
scribed and paid up share capital will be 2,941,768 dinars according to the book of the
Securities Depository Center No. 1/8/2661 dated 3 June 2018

* Principal activities of the company are production of steel bars and pipes by melting and
extruding and to import requirement to facilitate its activities.

¢ The company head office and production facilities are located in Zarqa — Hashemite
kingdom of Jordan.

» The financial statements have been approved by the Board of Directors in their meeting

held No. 11/7/31 Date 16 FEB 2020.

(2) Summary of Accounting Policies

2,1 Basis of Preparation

The financial statements for National Steel Industry Public Shareholding Company have been

prepared in accordance with International Financial Reporting Standards issued by the Interna-

tional Accounting Standards Boards and the interpretations issued by IFRIC.

» The financial statements are prepared under the historical cost convention.

» The financial statements are presented in Jordanian Dinars which represent the functional
currency of the company.

¢ Preparation of financial statements in accordance with international accounting standards
requires certain accounting estimates and require management of the company to express
an opinion on applied accounting policies.Areas require certain levels of complications or
judgments are disclosed in note (4)

2.2 Changes in accounting policies and disclosures

New standards, amendments and interpretations that have entered into force in the current
period:

* International Financial Reporting Standard No. 9 - (Financial Instruments): The stand-
ard deals with classification, measurement and exclusion of financial assets and liabil-
ities and introduces new rules for hedge accounting. The International Accounting
Standards Board made further changes to the classification and measurement rules
and also presented a new model for impairment in these adjustments. The new stand-
ard for financial instruments is now complete, as it began to be applied on January 1,
2018.

* IFRS 15 "Revenue from Contracts with Customers": The International Accounting
Board issued a new standard for revenue recognition. This standard will replace IAS
18, which covers contracts for goods and services, and IAS 11, which covers construc-
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tion contracts. Based on the new standard, revenue is recognized when transferring
control of a good or service to a customer - and therefore the notion of control replac-
es the notion of risk and return.

* The annual improvements cycle 2015 - 2017 AD; the criteria affected by the 2015 annual
improvement cycle 2015 - 2017 and the topics of the amendments are where they start
to apply on January 1, 2019:

- IFRS 3 (Business Compilation)

- IFRS 11 (Joint Arrangements)

- International Accounting Standard No. (12) Income Taxes -~ Income tax results for pay-
ments on financial instruments classified as equity

- International Accounting Standard No. (23) borroewing costs - borrowing costs eligible for
capitalization.

Interpretation No. 22 - Transactions in foreign currencies and the equivalent prepaid.

These changes and amendments to international standards have had no impact on the
company's accounting policies and do not require a retroactive effect.

2.3 Foreign Currency Translation

A. Items in the financial statements are valued by currency of the economic environment the
company operates within "operational currency".

B. Transactions in foreign currency are recorded at the rate prevailing at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are trans-
lated at the exchange rate prevailing at the statement of financial position date. Differ-
ences are taken to the statements of comprehensive income. The financial statements are
presented in Jordanian Dinars which represent the operational currency of the company.

2.4 Property, Plant and Equipment

Property, plant and equipment are stated at cost net of accumulated depreciation. Such cost in-
cludes expenses related to acquiring property, plant and equipment.

Subsequent costs are allocated to these assets or separated in a proper method when expecting
future economic benefits from its use and can be measured reasonably. An item is derecognized
upon disposal or replacement. Repair and maintenance expenses are recognized in the state-
ment of income.

Depreciation is calculated on a straight — line basis and for produced units over the estimated
production capacity of useful lives of the assets.

¢ Estimated useful lives are reviewed at each year end, with the effect of any changes in
estimates accounted for on a prospective basis.

o When the carrying value property, plant and equipment indicate that it may not be re-
coverable, assets are written down to their recoverable amount (note 2.6).

s Gains or losses arising from derecognizing of property, plant and equipment are recog-
nized in the income statement by the difference between the net book value and related
proceeds.

2.5 Work under Progress

Work under progress is stated at cost, which represent cost ofconstruction, equipment and direct

expenses. Work under progress is not depreciated until the works are completed and the asset is

ready for use.

2.6 Impairment of non financial assets

Non financial assets are reviewed for impairment in value when indications arise for not realiz-

ing the book value. Impairment is the amount the book value exceeds the recoverable amount.

Recoverable amount is the fair value of the assets net of selling costs or the value of usage

whichever is higher. In order to determine if there are any indications of impairment, assets are
9
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grouped in a form of portfolio that have cash flows can be defined individually. Impaired non
financial assets are reviewed for any surplus the date of financial statements.

2.7 Financial Assets available for sale

Represents financial assets (other than financial derivatives) classified as noncurrent assets
when:

e No plan for sale within 12 months from the date of financial statements.

» Financial assets available for sales are stated at fair value including acquisition costs up-
on purchase, and subsequently re-measured to fair value at the date of financial state-
ments. Changes in fair value are recorded in the statement of comprehensive income.

e Financial assets available for sale, if sold or reduced value, changes in fair value is trans-
ferred from shareholders' equity to income statement as gains or losses from investments.

o Financial assets with no reliable method to determine its fair value are stated at cost.
Changes in value are recorded at income statement.

2.8Deferred tax asset

Deferred taxes are taxes expected to be pair or recovered due to temporary timing differences
between the tax base and the assets in the financial statements.

2.9Inventory

Inventory is valued at cost or net realizable value whichever is lower. Cost is determined by first
in first out method. Finished goods inventory includes raw material costs, salaries and wages and
indirect overheads. Net realizable value generally equal to the selling price of the inventory
goods, in a normal course of business, less the selling costs.

2.10Trade receivables

Trade receivables are cash claims from customers against goods sold in a normal course of busi-
ness. Trade receivables are classified as current assets when due for collection within one year or
less and as noncurrent assets when due for collection for more than one year.

Trade receivables are stated at fair value and subsequently measured at amortized cost using the
effective interest rate method net of any provision for uncollectible amounts.

2,11Impairment in Financial Assets

Financial assets are reviewed at the date of financial statements for indications on impairment in
value individually or in a form of portfolio. Recoverable value is estimated so as to determine the
impairment loss.

A provision for impairment in trade receivables is made when collection of full or part of the
amount is no longer probable. Customers financial hardships, restructure or delayed payments
are indications of impairment on trade receivables. Provision amount is the difference between
the book value and the net present value for expected cash flows discounted at the market inter-
est rate. Loss is recorded in the income statement. Bad debts are written off when there is no pos-
sibility of recovery in the provision. Subsequent collection of written off debts are recorded as
revenue in the income statement.

2.12Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand and at banks with a maturity of three
months or less.

2.13Trade Payables

Trade payables are obligations to pay against goods or services acquired in a normal course of
business from suppliers. Trade payables are classified as current liability when due for payment
within one year or less and as noncurrent liability when due for payment for more than one year.
2.14Provisions

Provisions are recognized when the company has a present or probable legal obligation as a re-
sult of a past event, and its probable that an outflow of resources embodying economic benefits
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will be required to settle the obligation and reliable estimates can be made of the amount of the
obligation.

2.15L.oans

Loans are recognized at fair value, net of fees and costs and subsequently measured at amortized
cost. Gains and losses are recognized in the statement of comprehensive income through the ef-
fective interest rate method.

2.16Revenue recognition

Revenues are realized when cash or claims to cash (receivable) are received in exchange for
goods or services in a normal course of business. Revenues are realizable when assets received in
such exchange are readily convertible to cash or claim to cash, net of taxes, discounts or returns.
Revenues are earned when such goods and legal ownership are transferred to customers.
2.17Income tax

Income tax expense is calculated on net income subject to tax. Taxable income differs from in-
come declared in the financial statements, because the later includes non-taxable revenues or
non—deductible expenses in the current year but deductible in subsequent years, accumulated
losses acceptable by the tax authorities, as well as unallowable and non taxable items. Taxes are
calculated on the basis of tax rates prescribed according to the prevailing laws, regulations and
instructions.

2.18Employees benefits

The company is committed by law to contribute to retirement fund managed by governmental
body (Social Security Corporation). No other commitments on the company other than that. The
contribution is recorded as social security expense when due.

2.19Financial Instruments

2019 2018
Assets per statement of financial position JD JD
Trade Receivables 232,348 135,052
Other debt Balances (net of advances for purchases and deposits) 309,774 104,920
Cash on hand and at banks 411,228 87,094
953,350 327,066
Liabilities per statement of financial
position (amortized costs)
Loans 567,203 850,802
Due to Related Parties 2,451,041 2,433,627
Trade Payables 187,434 162,011
Other Credit balance ( net of legal commitments) 736,260 801,327

3,941,938 4,247,767

(3)Financial Risk Management

1-3 Financial Risk Elements
The company is exposed to various financial risks through its' business cycle. Overall risk man-
agement program is intended to reduce the probable negative impacts on financial results to the
minimum.
a. Market Risk
Most of the company transactions are in Jordanian Dinars and the US Dollars. The ex-
change rate between the two currencies is fixed, so the impact of currency risk is not mate-
rial to the financial statements.

11
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b. Credit Risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for
the other party by failing to discharge an obligation. The company do not foresee any major
losses resulting from other parties failing to commit to their obligation.

¢. Liquidity Risk

Liquidity risk is the risk of encountering difficulty in meeting obligations associated with fi-
nancial liabilities that are settled by delivering cash or another financial asset. Liquidity risk
is managed through cash facilities provided from the strategic partner and Jordan Enterprise
Development Corporation loan.

The table below analyzes the Company's financial liabilities (undiscounted) as at the balance
sheet date at 31 December 2018; based on the maturity date for the remaining periods

Less Than More Than
1Year 1Year
JD JD

As at 31 December 2019

Loans 283,599 283,604
Due to Related Parties 2,451,041

Trade Payables 187,434

Other Credit balance (net of legal commitments ) 582,379 153,881
As at 31 December 2018

Loans 283,599 567,203
Due to Related Parties 2,433,627

Trade Payables 162,011

Other Credit balance (net of legal commitments ) 575,166 226,161

3-2 Capital Risk Management

Capital structure is reviewed regularly to ensure continuing as a going concern while maximizing
the return and reducing the cost of capital through optimization of the debt and equity balances.
The company manages the capital structure through monitoring the debt ratio. Debt Ratio repre-
sents percentage of net debt to total capital. Net debt is total loans and dues to related parties net
of cash on hand and at banks. Total capital is shareholders equity added to net debt.

Debt ratio as follows:

2019 2018

JD JD

Total Loans 3,018,244 3,284,429
Cash and cash equivalents (411,228) (87,094)
Net Debts 2,607,016 3,197,335
Equity 4,966,308 4,935,454
Total Capital 7,573,324 8,132,789
Debt ratio 34% 39%

3-3  Fair Value
The table below represents the fair value of the financial instruments using valuation method
with the following three different levels:
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Level 1: Listed prices for assets and liabilities in active markets.

o Level 2: Listed prices for similar assets and liabilities in active markets, or inputs de-
rived from prices directly or indirectly

» Level 3: Inputs for assets and liabilities is not based on comparable market data that
can be observed.

Level 1 Level 2 Level 3 Total
ID D ID D
December31,2019
Financial assets available for sale - - 183,651 183,651
December31,2018
Financial assets available for sale - - 216,651 216,651

e Financial instruments comprise of financial assets and financial liabilities.
¢ Financial assets consist of cash on hand and at banks, accounts receivable and other debt
balances. Financial liabilities consist of accounts payable, loans and other credit balances.

(4)Judgments, Estimates and Assumptions

The company maintains a continuous evaluation process of the accountingestimates based on
previous experience and other factors including anticipating of future events assumed to be rea-
sonable based on current circumstances.
Accounting estimates are rarely equals related actual results. Such judgments, estimates and as-
sumptions that may result in major risk and requires material adjustments on book values of as-
sets and liabilities during a fiscal year are as follows:

a. Allowance for Doubtful debts
The company provides for the trade receivables as per the accounting policies (note 2-10). Re-
alized values from trade receivables are compared to recorded values of these receivables in
order to determine the provision amount. These calculations require judgmental efforts.

b. Fair value of financial assets
The company assesses the fair value of financial assets when listed prices are not available by:

¢ Comparison with the market value of a very similar instrument.

* Analysis of future cash flows discounted by a rate used in a very similar instrument.

¢. Income Tax
The company is subject to income tax which requires major judgments to determine tax provi-
sion. The company identifies income tax liability based on wither tax assessment process will
produce extra taxes. If the final assessment differs from identified liability, then variance will
affect current year income tax at the time those variances arise.

13
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December 31, 2019
(6) Work in Progress
2019 2018
JD JD
Expenses For Upgrading Transformers 8,059 14,672
Al-Motamayzoon Company's Contract 28,500 28,500
Low Thickness Line 17,800 17,800
Others 1,517 5,790
Total 55,876 66,762
(7)Financial Assets at fair Value
2019 2018
W0 JD No. of shares JD
shares
?;':““ —beginning of the 163365 283,651 163365 283,651
Change In Fair Value {100,000) (67,000)
Balance — ending of the year 163,365 183,651 163,363 216,651
(8)Deferred Tax Assets

Income tax was calculated at 20% on taxable income. The income tax amounted to JD 69,896 in
2019,

2019 2018

JD JD

Balance — beginning of the year 341,253 356,544
Income Tax for the period (69,896) (117,667)
Change in Deferred Tax Assets (70,964) 102,376
Balance — ending of the year 200,393 341,253

(9)inventory

2019 2018

JD JD

Finished Goods 709,653 1,800,269
Raw Material 746,515 231,533
Scrap and Iron Fillings 94,683 114,093
Production support materials 35,805 48,493
Spare parts and tools 529,673 453,509
Total 2,116,329 2,647,897

- Production scrap has been valued at realizable value (market value).
- Inventories of finished goods and Inventories of raw materials, auxiliary materials
and spare parts were valued at cost.
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(10)Trade Receivables
2019 2018
JD JD
Accounts receivables 645,760 548,464
Allowance for doubtful debts (413,412) (413,412)
Net Trade Receivables 232,348 135,052
(11) Other Debt Balances
2019 2018
JD JD
Advance payments against Raw Material 282,282 50,518
Prepaid Expenses 14,372 8,375
Refundable Deposits 31,375 31,375
Sales Tax Deposits - 71,260
Letters of Credit and Orders - 29,673
Others 27,492 24,729
Total 355,521 215,930
(12)Cash and Cash Equivalents
2019 2018
JD JD
Cash & Checks on hand 302,311 11,266
Cash at banks 108,917 75,828
Total 411,228 87,094

(13)Authorized, Subscribed and Paid up share capital

The authorized capital is JD 3 million and due to the expiry of the legal period for the payment
of the entire un-subscribed portion of the authorized capital, the authorized, subscribed and paid
up share capital will be 2,941,768 dinars according to the Letter of the Securities Depository
Center No. 1/8/2661 dated 3 June 2018

14)Statutory Reserve
The statutory reserve reached a balance of JD 735,442, which represents 25% of the capital subscribed
and authorized. The company has no truncation for the current year according to Article 186 of the Jorda-
nian Companies Law.

2019 2018

JD JD

Balance — beginning of the year 735,442 709,888
Annual Truncation - 25,554
Balance — ending of the year 735,442 735,442
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(15)Loan (Long & Short term)

In 2014, the company obtained a loan from Jordan Economic Projects Development Corporation (a gov-
ernment agency) valued at JD 1,418,000 and in the manner of intra-shares. The share of the profits for
Jordan Enterprise Development Corporation is 25% of the financing, for a maximum amount of JD
354,500. Principal is repaid by 15 installments started in 2016. Annual Murabaha of the Agency is 10%
of the annual profits.

2019 2018

JD JD

Current portion —Short term loan 283,599 283,599
Long term Loan 283,604 567,203
Balance Of Loans —-ending of the year 567,203 850,802
Premiums paid 283,599 283,599
Murabaha 27,958 72,280

(16) Related party transactions

Related parties include major shareholders, board members, and top executives of the company
and its' associates that have material influence, directly or indirectly.

2019 2018
JD JD

a. Amounts due to related parties
Nasri Mufleh and Partners Commercial Company 2,451,041 2,433,027

(17)Other Credit balances
2019 2018
JD JD
Deferred Checks 3,190 -
Shareholders Deposits 72,135 74,928
Sales Tax Deposits 62,890 “
National Contribution 1% 3,495 -
Accrued expenses 36,400 17,146
Senior Management Salaries 279,778 439,779
Social Security Institution 5,939 6,323
Jordan Electricity Company 108,033 59,845
Long Term Murabaha 125,923 153,881
Provision for annual leave 13,869 11,295
Short Term Murabaha 2017 - 52,073
Short Term Murabaha 2018 72,280 72,280
Short Term Murabaha 2019 27,958 -
Total 811,890 887,550
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(18)Cost of Sales

Raw Material

Manufacturing expenses

Production Cost

Products manufactured by others
Finished goods — beginning of the year
Goods available for sale

Finished goods — ending of the year
Cost of sales (Finished goods)1
Commercial activity-beginning of the year
Commercial activity-Purchases
Commercial activity-ending of the year
Cost of sales (Commercial activity)2
Cost of sales (1) + (2)

Cost of sold raw material

Total Cost of sales

(19YAdministrative Expenses

Salaries and wages

Seocial security

Guards

Subscriptions and governmental fees
Board of Directors remuneration
Transportation

Professional fees

Audits fees

Hospitality and cleaning

Electricity

PTT

Stationary and printing
Maintenance

Insurance

Travel and accommodation expenses
Others

Tax 5% allowance for non-residents

Total

2019 2018
JD JD
19,336,717 22,809,032
2,678,046 2,917,580
22,014,763 25,726,612
- 548,038
1,864,582 1,747,738
23,879,345 28,022,388
(790,430) (1,864,582)
23,088,915 26,157,806
49,779 284,970
408,148 291,992
(13,905) (49,779)
444,022 527,183
23,532,937 26,684,989
2,057 1,913,999
23,534,994 28,598,988
2019 2018

JD JD
214,495 339,081
9,593 9,773
20,263 22,579
18,490 13,705

- 20,000

7 12

22,070 5,724
5,000 4,310
2,958 7,149
3,000 3,488
5,512 2,712
5,101 3,878
1,570 2,283
4,891 6,111
3,177 14,698
5,705 2,190
9,925 -
331,757 457,693
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(20)Others Revenue& Expenses

Other Revenue JD
Revenue from renting of fuel tanks 6,000
Other 3,690
Total Revenue 9,690

(21)Earnings per Share

2019 2018

JD JD

Net profit (loss) for the year 172,124 775,184
Weighted average of shares 2,941,768 2,941,768
Earnings per share (JD/Share) 0.060 0.264

(22) Contingent Liability

As of December 31, 2019, the company has no potential obligations on the compa-
ny as of December 31, 2019 other than a bank guarantee of five thousand dinars, which is a
guarantee of recruitment of foreign labor. Consideration and broadcasting will be in it to
the judiciary, where there is a case of regulatory returns filed by the company against the
Zarga Municipality’s claim for regulatory revenues. As for the Board’s expectation of any
possible obligations, the company is effectively hedging any commitment through the pro-
vision for doubtful debts, where it is twice the actual doubtful debts Especially with The
company commences procedures to implement a judicial decision to collect the value of a
check, amounting to 265,000 dinars.

(23)Tax status

The Income and Sales Tax Department has reviewed tax assessments submitted by
the company for the income tax periods from the year 2016 to the year 2018 which was set-
tled with the approval of the company , without tax obligations as the company has a bal-
ance of rounded losses; the department has also reviewed the sales tax returns submitted
from year 2017 until the year ended December,31 2019 and accepted as is.
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