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Independent Auditors’ Report
01191012

To the Shareholder of

Arabian Steel Pipes Manufacturing Co
Public Shareholding Company

Amman- The Hashemite Kingdom of Jordan

Report on the Audit of the Financial Statements

40

Opinion

We have audited the Accompanying financial statements of Arabian Steel Pipes Manufacturing
Co (Public Shareholding Company), which comprise the statement of financial position as at
December 31,2018,and the statements of comprehensive income, changes in owner's equity and
cash flows for the year then ended, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2018, and its financial performance and its

cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRS)

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 ethical requirements that are relevant to our audit of the financial statements,
and we have fulfilled our other ethical responsibilities in accordance with these requirements.

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

Other Matter

The financial statements for the year ended December 31, 2017 have been audited by another
auditor who issued his unqualified report on February 26, 2018.

Key Audit Marters

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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e  Accounts Receivable

The impairment loss of account receivables is
considered one of the matters that have an impact
over the Company’s results and requires
significant  judgment and estimates from
management to determine the default and
accordingly the existence of impairment.
Following the requirements of IFRS,
management exercises judgment and estimates
over the inputs used to determine the impairment
including the date of default, the financial
position of the customers and the position of legal
cases held against these customers. Accordingly,
the accounts receivables are considered a key
audit matter. The company has accounts
receivables with total balance of 2,914,261 as of
December 31, 2018, and the company recorded
the impairment provision for the receivables in
the amount of 684,154 JD as of December 31,
2018. The accounting policies and significant
accounting estimates relating to receivables and
are disclosed in notes 5, 2 to the financial
statements.

* Adoption of International Financial
Reporting Standard (IFRS) 9 Financial
Instruments

This item has been highlighted in light of the

importance of IFRS 9, which was adopted on 1

January 2018 as follows:

- The standard requires accounting treatment
and the use of significant estimates and
judgments based on the determination of the
adjustments made during the Adoption of
International Financial Reporting Standard
(IFRS) 9, Financial Instruments.

-The amendment to the Company's retained
earnings on Adoption of International
Financial Reporting Standard (IFRS) 9
Financial Instrumentsto IFRS 9 in the
amount of JD 509,154 had an impact on the
statement of financial position.
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The audit procedures included the:

Our audit procedures included the assessment of
the Company’s internal controls over collection
processes for receivables; testing the sufficiency
of the Company’s provisions against receivables
and testing the position of the legal cases held by
the Company by assessing management’s
assumptions, taking account of externally
available data on trade credit exposures and our
own knowledge of the impairment provision for
the receivables experience. We have also
considered the adequacy of the Company’s
disclosures about the degree of estimation
involved in arriving at the provision and the
disclosures over the movement of doubtful debts
provision.

The audit procedures included the:

* Studying the appropriateness of the Adoption
of International Financial Reporting Standard
(IFRS}) 9, Financial Instruments, approach and
practical methods applied

* Evaluate the management's approach to
selecting the expected credit loss methodology.

* Studying the management's approach and the
controls applied to ensure the completeness and
accuracy of the Adoption of International
Financial Reporting Standard (IFRS) 9 Financial
Instruments, modifications and accuracy,

* Evaluate the appropriateness of Jjudgments and
key estimates made by management in preparing
transition adjustments, particularly those related
to the amendment to the future factor.

*Evaluate the completeness, accuracy and
appropriateness of the financial statements used
in the preparation of interim amendments and the
adequacy of the Company's disclosures.
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* Inventory Impairment The audit procedures included the:

The company won’t need part of the balance
of spare parts and consumables, because it is
outdated and unsuitable for use.

We assessed whether provision recorded against
old and slow moving inventory in accordance
with the company’s accounting policy and we
considered the reasonableness of the provisions
policy using historical trend analysis and annual
depreciation.

We considered the adequacy of the company’s
disclosures about the degree of estimation
involved in arriving at the inventory impairment
provision.

Based on our work done, we found the key
assumptions used and the resulted estimate and
valuation of inventory are appropriate
assumptions,

Other Information

Management is responsible for the other information. The other information comprises the
information included in the annual report, but does not include the financial statements and our
auditors’ report thereon. We expected that we will give the annual report after our report. Our
opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information when its available 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.

Responsibilities of Manapement and Those Charged with _Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, 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 realistic alternative but to do so.

3
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Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the F, ‘inancial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error. and to issue an auditors’ 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 ISAs will always detect a material misstatement when it exists.

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

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

* Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those 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 for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, 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.

¢ Conclude on the appropriateness of 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 financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our 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 content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated 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 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 Re ulatorv Requirements

The Company has proper accounting records which are, in all material respects, consistent with the
accompanying financial statements, accordingly, we recommend approving these financial
statements by the general assembly, afier taking into consideration what is mentioned at other
Matter.

Ahmed M. Abbasi
License 710

Amman in
11 February 2019



Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

E Statement of Financial Position as of December 31, 2018

’ Note 2018 2017

| D JD

-~ Assets
Non-current assets
Properties , trucks & equipment - Net 5 4,055,172 3,913,451
Intangible assets 6 602 1,843
Projects under construction 7 - 59,139
Deferred tax assets 8 4,743 11,884
Investment in a subsidiary 9 176,248 176,248
Financial assets at fair value through comprehensive income 10 714,118 851,842
Total Non-current assets 4,950,883 5,014,407
Current Assets
Cash and Cash equivalent 11 1,194,734 1,389,919
Account receivables &Cheques under collection 12 2,230,107 3,932,780
Inventory 13 8,201,419 6,640,966
Other debit balances 14 170,026 184,401
Total Current Assets 11,796,286 12,148,066
Total Assets 16,747,169 17,162,473
Liabilities and Owners' Equity
Owners' Equity
Paid up Capital 15 9,000,000 9,000,000
Statutory reserve 15 2,250,000 2,250,000
Voluntary reserve 15 1,061,503 1,061,503
Fair value reserve 16 (50,889) 86,835
Retained earnings 17 1,013,759 1,678,300

] Total Owners' equity 13,274,373 14,076,638
Current Liabilities
Notes payable due within ayear 18 2,083,587 2,163,563
Account payable 633,612 257,140
Related party receivables 19 299,211 308,061
Income tax provision 20 = 11,714
Other credit balances 21 244,863 345,357
Total Current Liabilities 3,261,273 3,085,835
Non-current Liabilities
Notes payable more than one year 18 211,523 -
Total Non - Current Liabilities 211,523 -

l Total Liabilities and Owners' Equity 16,747,169 17,162,473

financial manager

General Director

Chairman of the Board of Directors

The accompanying notes form an integral part of this statement .
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Statement of Comprehensive Income For The Year Ended December 31, 2018

Note 2018 2017
D JD
Sales 22 6,846,614 8,408,484
Cost of sales 23 (5,786,825) (6,699,946)
Gross Profit 1,059,789 1,708,538
General & administrative expenses 25 (415,125) (406,194)
Selling and distribution expenses 26 (208,035) (247,695)
Morabaha expenses (110,607) (124,610)
Impairment of receivables - (35,000)
Provision for slow moving goods (16,974) -
Return from slow moving inventory 72,867 21,063
Reward members of the Board of Directors (34,329) (34,014)
Other revenues 27 65,321 30,421
(Loss) Profit for the Period before income tax 412,907 912,509
Income tax 20 (21,757) (42,606)
(Loss) Period Profit 391,150 869,903

The other comprehensive income

Changes in fair value of financial assets at fair value through

other comprehensive income L), 67,627

Total comprehensive (Loss) income 253,426 937,530
JD / Share JD / Share

basic and diluted (Loss) earining per share 28 0.043 0.097

Chairman of the
financial manaver General Director Board of Directors

The accompanying notes form an integral part of this statement . 7
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Arabian Steel Pipes Manufacturing

Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Statement of Cash Flows For The Year Ended December 31, 2018

=—irmbal

Cash Flow From Operating Activities

Profit year before income tax

Adjustments

Depreciation and amortization

profit from sale of property and equipmen
Impairment of receivables

Return from slow moving inventory

Provision for slow moving goods

Income tax for previous years

Operating profit before changes in working capital
{Increase) decrease in current assets

Account receivables &Cheques under collection
Due from related parties

Inventory

Other receivables

Increase (decrease) in current liabilities

Account payable

Due to related parties

Other payables

Net Cash provided from Operating Activitics before paid tax
paid income tax

Net Cash provided from Operating Activities after paid tax
Cash Flows From Investing Activities

Purchase properties & equipment

collection from sale properties & equipment
Projects under construction

Net Cash (Used in) Investing Activities

Cash Flows From Financing Activities

Cash Dividends

Notes payable due within ayear

Net Cash ( used in )Financing Activities

Net (Decrease ) in Cash and cash equivalent

Cash on hand and at banks at beginning of the year
Cash on hand and at banks at ended year

Non-cash tflows
Transterred from projects under construction to property and
equipment

financial manager General Director

2018 2017
ID D
412,907 912,509
321,458 305,419
- (1,191)
- 35,000
(72,867) (21,063)
16,974 -
(6,537) -
671,935 1,230,674
1,193,519 (32,187)
- 2,246
(1,504,561) (80,359)
30,346 17,746
376,472 (108,336)
(8,850) (14,999)
(100,494) 45330
658,366 1,060,115
(42,300) (8,199)
616,066 1,051,916
(402,798) (274,100)
- 1,191
- (59,139)
(402,798) (332,048)
(540,000) (450,000)
131,547 147,193
(408,453) (302,807)
(195,185) 417,061
1,389,919 972,858
1,194,734 1,389,919
59,139

Chairman of the Board of

Directors

The accompanying notes form an integral part of this statement .
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

1- Company's Registration and QObjectives

Arabian Steel Pipes Manufacturing Company was established under the Companies Act of
1964 as aprivate shareholding Company and recorded in the Companies Registration
department under number 1185 dated June 12,1983 and its status has been adjusted as
alimited liability on June 5, 1989 under the Companies Act No. | of 1989 with the aim to
manufacture steel pipes for water, electricity works and , blacksmithing and eslling it, the
company's commercial production began in February 15, 1989 The company's paid-up capital
15 1D 9,000,000 divided into into 9,000,000 shares and each equal 1 JD .,

Based on General Assembly decision at its extraordinary meeting held on November 4, 1993
to convert the company into apublic shareholding company , the company obtained the
approval of the Minister of Industry and Trade to transfer the legal status of the company to
public shareholding company on April 19, 1994 and recorded in the Public Shareholding
Companies registration department under number 251 on August 3, 1994 under the

companies Act of 1989 , the company was given the right to commence work on Novermber
2, 1994,

The main objective of the Company :

- Pipe manufacturing with different diameters 0.5 - 6
- Import and export
- General Trading

" Producing electricity pillars of its different type , tubular and polygonal , and

telecommunication towers, in addition to processing platelet boards and producing the
components of metal structures for personal use.

- General Galvanizing

- Manufacturing of iron towers and all necessary parts to extend electricity networks for medium
- voltage, high voltage in addition to communication and lighting towers.
- Isolate pipes using all isolation methods.

The financial statements were approved by the board of directors at its meeting held on 11

February 2019 these financial statements subject to the approval of the general assembly of
shareholders .

10



Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

2-

Sienificant Accounting Policies

Basics of prparing interime condesed financial statements

The financial statements of the company have been prepared in accordance to International
Financial Reporting Standards .

he accompanying financial statements of the company have been prepared in accordance to
the historical cost basic except for the financial assets at the fair value through the other

comprehensive income statement which carried at fair value at the date of the financial
statements

The financial statements are presented in Jordanian Dinars (JD) which is the financial
currency of the company .

Use of estimates

The preparation of the interim condensed financial statements requires management to make
estimates and assumptions that affect the reported amount of financial assets and liabilities
and disclosure of contingent liabilities . These estimates and assumptions also effect the
revenues and expenses and the resultant provisions and particular , considerable judgment by
management is required in the estimation of the amount and timing of future cash flows .
Such estimates are necessarily based on assumptions about several factors involving varying
degrees of judgment and uncertainty and actual results may differ resulting in future change
in such provisions .

The estimates are based on assumptions and factors with varying degrees of judgment and
uncertainty and that actual results may differ from estimates due to future changes in the
conditions of those provisions .

Estimates and assumptions are reviewed on an ongoing basis by the management.

Adjustments in accounting estimates are accounted for and recognized for the period in which
they are adjusted and future periods that may affect the revision.

11
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

4- Change in accounting policies

During the current year , the Company adopted the below new and amended International
Financial Reporting Standards (*1FRS™) and improvements to IFRS that are effective for
periods beginning on | January 2018:

IFRS 15 “Revenue from Contracts with Customers™

IFRS 9 “Financial [nstruments™

Amendments to IFRS 2 ~Classification and Measurement of Share-based Payment
Transactions™.

Amendments to [FRS 4 “Applying [FRS 9 Financial Instruments with IFRS 4 Insurance
Contracts™,

Amendments to [AS 40 ~ Investment Property™

Annual improvements to IFRS 2014-2016 Cycle “Amendments to [FRS | and 1AS 28"
IFRIC 22 Foreign Currency Transactions and Advances consideration.

The adoption of the above new and amended IFRS and improvements to IFRS had no
significant impact on the financial statements, except for [FRS 9, which led an increase in the
Provision for impairment of receivables amounting to 509,154 JD and the IFRS 15 "Revenue

from Contracts with Customers" The effect of which was disclosed on the Company's
financial statements below .

IFRS 9 “Financial Instruments”

IFRS 9 Financial Instruments replaces [AS 39 Financial Instruments: Recongnition and
Measurement for annual periods beginning on or after | January 2018, bringing together all
three aspects of the accounting for financial instruments : classification and measurement;
impairment; and hedge accounting,

The Group had previously implemented the first phase of IFRS 9 as issued during 2009. The
date of initial implementation of the first phase of IFRS 9 was 1 January 201 . The standard

has been applied retrospectively and , in line with IFRS 9, comparative amounts have not
been restated

The impact of the adoption of IFRS 9 as at 1st Janauary 2018 has been recognised in retained
earnings. The standard eliminated the use of the IAS 39 incurred loss impairment model

approach, uses the revised hedge accounting framework, and the revised guidance on the
classification and measurement requirements.




Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

Impairment

The adoptiion of IFRS 9 has fundamentally changed the Company accounting for impairment
losses for financial assets by replacing IAS 39's incurred loss approach with a forward-
looking expected credit ioss (ECL) approach.

IFRS 9 requires the Company to record an allowance fro ECLs for all debt instruments
measured at amorization cost.

For all debt instruments, the Company has applied the standard's simplified approach and has
calculated ECLs bases on lefetime expected credit losses. The Company's policy to calculate
ECls of debt instruments is for a period of 12 months

The following table summarizes the impact of transition to IFRS 9 on the opening balance of
retained earnings (for a description of the transition method .

As reported at | adjustments due | adjusted opening
Line item impacted in the I December to adoption of balances as at 1
financial statements 2018 IFRS 9 January 2018
Provision for impairment of trade
receivables (note8) 175,000 509,154 684,154
Retained earnings 1,678,830 (509,154) 1,169,676

IFRS 15 "Revenue from Contracts with Customers"

IFRS 15 "Revenue from Contracts with Customers” (hereafter "[FRS 15) introduced a 5-step
approach to revenue recognition, which 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,

Management reviewed and assessed the Group's existing contracts with customers at |
lanuary 2018 and concluded that, apart from more extensive disclosures for the Group's
revenue transactions (Note 17), the initial application of IFRS 15 had no significant impact
on the Group's consolidated statement of financial position as at 31 December 2018 and its
consolidated statement of profit or loss and other comprehensive incoime for the year then
ended. Consequently, there were no adjustments as at | January 2018.

13




] Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

New and amended standards and an interpretation to a standard not vet effective, but
available for early adoption

The below new and amended International Financial Reporting Standards ("IFRS" or
"standards") and an interpretation to a standard that are available for early adoption for
financial years beginning after I January 2018 are not effective until a later period, and they
have not been applied in preparing these consolidated financial statements.

Etfective for year beginning | January | - IFRS 16 "Leases"

2019 - Interpretation made by the International Financial
Reporting Interpretation Council (IFRIC) 23
"Uncertainty over Tax Treatments"

- Amendments to IFRS 9 "Financial Instruments"
on prepayment features with negative
compensation.

- Amendments to IAS 28 "Investments in
Associates and Joint Ventures" on long-term
interests in associates and joint ventures.

- Amendments to 1AS 19 "Employee Benefits” on
plan amendment curtailment or settlement.

- Amendments to varicus standards based on the
Annual Improvements to IFRSs 2015-2017 Cycle.

} Effective for year beginning 1 January | A ondments to references to conceptual framework in

2020

Effective for year beginning | January IFRS 17 "Insurance Contracts"

2021
Effective date deferred indefinitely / Amendments to IFRS 10 "Consolidated Financial
available for optional adoption Statements" and 1AS 28 "Investments in Associates and

Joint Ventures" on sale or contribution of assets between
an investor and its associate or joint venture.

Management does not expect that the adoption of the above new and amended standards
and the interpretation to a standard will have a significant impact on the financial
statements, except for the IFRS 16 "Leases" whose effects on the financial statements are
explained below.




Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

Accounts Receivables

Accounts receivable are stated at their net realizable value net of a provision for doubtful
accounts , bad debts were written off when identified and deducted from its stated provision
and the collected amounts from debts are identified to revenues .

Impairment of receivables

On | January 2018 IFRS 9 "Financial Instruments" replaced the "incurred loss' impairment
model in [AS 39 "Financial Instruments: Recognition and Measurement" with an 'expected
credit loss' (ECL) impairment model. The new impairment model requires forward looking
information, which is based on assumptions for the future movement of different economic
drivers and how these drivers will affect each other. It also requires management to assign
probability of default to various categories of receivables. Probability of default constitutes a
key input in measuring an ECL and entails considerable judgement; it is an estimate of the
likelihood of default over a given time horizon, the calculation of which includes historical
data, assumptions and expectations of future conditions. In the previous year, the impairment
review on trade receivables was performed only for receivables for which management had
an indication for impairment. That also entailed significant judgement. It was determined by
reference to past default experience of a counterparty and an analysis of the counterparty's
financial situation, but the "incurred loss" model disregarded entirely the current and

expected future conditions. As a result, it is expected that under the new impairment model
credit losses will be recognised earlier

Offsetting

Offsetting of fianacial assets and financial liabilities is occurred and the net amount reported
in the financial statements when the rights and legaly enforceable right to offset the
recognized amounts and the bank intends to either settle them on a net basis , or to realize the
assets and settle the liability simultaneously

Inventory

Inventory is measured at the lower fo cost or net realizable value . The cost of inventory is
determined based on the weighted average method.

Net realizable value is the estimated selling price in the ordinary course of the business, less
the estimated slling expenses.




Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

financial assets at fair value through other comprehensive income

These assets represent investments in equity instruments with the intention to keep them as
along term investments,

When purchasing these assets they are recognized at fair value including acquisiton expenses
then to be re-evaluated later at fair value , where changes in the fair value appears in the
statement of profit or loss and other comprehensive income and owners equity including the
change in fair value resulting from the differences in conversion fo non-monetary assets
items in foreign currencies , in case of selling such assets or part there of profits or losses to
be recorded in the statement of profit or loss and other comprehensive income and owners
equity where the valuation reserve balance of the sold assets should be directly transferred to

the retained earnings and losses and not through the consolidated statement of profit or loss
and other comprehensive income,

These assets are not subject to impairment loss testing.

Dividends are recorded as aseparate line item in the consolidated statement of profit or loss
and other comprehensive income .

Investments in subsidiaries

[nvestiments in associates are recognized at cost and are remeasured using the equity method

of accounting and the Company's share of profit or loss is recognized in the statement of
income,

fair value
The closing price at the date of the financial statements represents the fair value of the

financial assets traded. 1f no fair value is available for certain financial assets, their fair value

is estimated by comparing them to the current market value of a financial instrument that is
substantially the same

Property, plant and equipment

Property planet & equipments are recorded at cost and depreciated (except lands) over its

estimated useful lives under the straight line method by using annual depreciation rates As
follows :

Buldings 3%
Machinery and equipment 6.67%
Tools 30-35%
Vehicles 15%
Computers 12-20%
Furniture 10%
Oftice equipment 10-20%

16
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

An assets carrying amounts is written down immediately to its recoverable amount if the
asset's carrying amount is greater than its estimated recoverable amount , the impairement
record in statement of comprehensive income .

The expected production life for assets is reviewed at end of the year , whenever ther are
changes between the expected life and the estimated , the depreciation method is changed to
depreciate on net book value based on the remaining production life after re-estimation from
the year re-estimated on .

When there are no expected economic benifits from usage , that item will be written down
immediately

Intangible assets

Intangible assets, which have finite useful lives, are amortized over their useful lives .
Amortization is recognized in the consolidated statement of profit or loss and other
comprehensive income , however ,intangible assets without definite useful lives ahould not
be amortized and are required to be tested for impairment as of the date the financial
statement .Impairment loss shall be recognized in the consolidated statement of profit or loss
and other comprehensive income .

The estimated useful lives of intangible assets for current year same as previous year , and the
amortizaation percent as follows:

Computers software and program 20-30%

Accounts pavable

The accounts Payable and accrued amounts are recognized upon receipt of the goods by the
company, whether billed by the supplier or not.

Income tax

The Company is subject to Income Tax Law no 34 of 2014 and subsequent amendments
thereto and the regulations issued by the Income Tax Department in the Hashemite

Kingdome of Jordan and provided on an accrual basis. Income tax is computed based on
adjusted taxable income

Revenues

Revenue from the sale of goods is recognized when all the following conditions are satisfied:
The company has transferred to the buyer the significant risks and rewards of ownership of
g2oods.

The company retains neither continuing managerial involvement to the degree usually
assoctated with ownership nor effective control over the goods sold .

It is probable that the economic benefits associated with the transaction will flow to the entity
and The costs incurred or to be incurred in respect of the transaction can measured reliably .

Other revenue realized based on accrual basis .

17



Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd,
Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive)
as a result of a past event, it is probable that the Company will be required to settle the
obligation, and a reliable estimate can be made of the amount of the obligation

IForeign currency conversions

Foreign currency transactions are translated into Jordanian Dinars at the exchange rates

prevailing at the date of transaction . Assets and liabilities expressed in foreign currencies are
translated into Jordanian Dinars at the exchange rates prevailing as at the balance sheet date .
Exchange differences arising from these translations are included in the statement of income .

18
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Arabian Steel Pipes Manufacturing

Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

6-

Intangible Assets

Cost

Balance at the beginning of the year
Additions

Balance at the end of the year

Accumulated amortization

Balance at the beginning of the year
Additions

Balance at the end of the year

Book value

Projects Under Construction

Balance at the beginning of the year

Transfer to property, plant and equipment
Balance at the end of the year

2018 2017
D D
196,962 196,962
196,962 196,962
195,119 193,342
1,241 1,777
196,360 195,119
602 1,843
2018 2017
D iD
59,139 319,794
(59,139) (260,655)
B 59,139
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

9- Investments in subsidiaries
A. This item consists of ;
Number of  Percentage
shares of ownership 2018 2017
JD 1D

Arabian Column Pipes Company 100% 150,000 176,248 176,248

Total 176,248 176,248
B.

According to "Arabian Column Pipes Company's" extraordinary genaral assembly meeting held on 22
Januwary 2018, 1t took vulontary liquidation decision, the subsbidiary financial statements have not
been consolidated due to absence of one of the consolidated terms in accordance with the
requirements of ( IFRS 10 ) ( Consolidated Financial Statements ) as there is no control over this
subsidiary . The liquidation procedures are perforning by independent liquidator.

10- Investments in subsidiaries

This item consists of ;

2018 2017
JD JD
Balance at the beginning of the year 851,842 784,215
Change in fair value (Not 16) (137,724) 67,267
Balance at the end of the year 714,118 851,482

Financial assets at fair value through other comprehensive income include 5,000 share of Al
Ameen Investment Company reserved against the membership of the Board of Directors of
the , where the fair value of these reserved shares as of December 31, 2018 were 2,800 JD .

i 1- Cash and cash equivalents

This item consists of : 2018 2017

JD ID
Cash on hand 36,490 6,000
Cash at banks 758,244 383,919
Bank deposit 400,000 1,000,000
Total 1,194,734 1,389,919

)
)



Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

12-

a.

b.

Accounts Receivable

This item consists of :

2018 2017
JD D
Checks under collection(Not 12 B) 401,447 118,000
Tenders Receivables 1,712,844 2,761,359
Export Receivables 292,405 684,196
Trade Receivables 85,209 169,729
Other Receivables 422 356 374,496
Total 2,914,261 4,107,780
Less: Provision of expected credit loss (684,154) (175,000)
Net 2,230,107 3,932,780
The maturity of the checks on the collection is valid until 28 February 2019 .
The movement of the provision for doubtful debts is as follows:
2018 2017
D 1D
Balance at | January 175,000 175,000
The impact of application of the International Financial
Reporting Standard No. 9 (Not 4 ) 509,154 -
Balance 684,154 175,000
Inventory
This item consists of :
2018 2017
D JD
Raw Materials 2,509,429 2,126,565
Finished goods 4,913,863 3,907,429
Supplies and tools 981,171 865,908
Total 8,404,463 6,899,902
Provision for slow moving items (203,044) (258,936)
Net 8,201,419 6,640,966




Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

|
l
i 7o)
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Other Debit Balances

This item consists of : 2018 2017
D 1D

Prepaid Expenses 45,759 45,598
Guarantees deposits 30,748 55,205
Refundable Deposits 25,480 25,840
Employee benefits 49,574 58,118
Income tax deposits 18,465 -
Total 170,026 184,761
Equity

Share Capital

The authorized and paid-up capital of JD 990 million is distributed on 9,000,000 shares, the
nominal vatue of JD .

Statuory Reserve

As required by the Jordanian Companyies Law , 10% of the profit before tax is to be
transferred to statutory reserve. This reserve is not available for distribution to the
shareholder, which was 25% of the company's paid up captial. The Board of Directors and the
General Assembly agreed to stop deducting this reserve, which reached the ceiling permitted
to be deducted under the Jordanian Companies Law , which is 25% of the capital.

Voluntary Reserve

The amounts collected in this account was transferred from annual profit before taxes and by
percentage not exceed 20% during the year This reserve is used for the purposes determined

by the Board of Directors and is entitled the General Assembly for afull or partial distribution
to shareholders.

Fair value reserve for financial assets

This item consists of : 2018 2017
D ID
Balance at the beginning of the year 86,835 19,208
Net change in fair value (137,724) 67,627
Balance at the end of the year (50,889) 86,835
24
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

17-
a.

|

|
b.
18-
t9-

A—

] b.

Retained Earning

This item consists of : 2018 2017
D JD
Balance at the beginning of the year 1,678,300 1,258,927

The impact of application of the International Financial

Reporting Standard No. 9 (Not 12 ¢) GBIy i
Income tax tor previous years (6,537} -
Adjusted opening balance 1,162,609 1,258,927
Profit for the year 391,150 869,903
Distributed profits to shareholders (Not 1 7B) (540,000) (450,000)
Balance at end of year 1,013,759 1,678,830

According to the company general assembly which was held on March 27, 2018 it was
decided to distribute 6% as cash dividends amounty to JD (540,000 ) .
Notes Payable

This Item represents the value of issued notes payable in favor of Jordan Islamic Bank (Matin
shareholder) against raw materials purchases, as the maturity of all of these notes payable
during 24 September 2019 . All the notes payable guaranteed by the Company's name.

Transactions with related parties

Related parties represent key shareholders, associates, subsidiaries, directors and companies
with principal owners. The prices and terms of these transactions are approved by the
Company's management

The following table summarizes the balances shown in the statement of financial position
of related parties

Relationshi Nature of

p type dealing 2018 2017
D ID
substdiary Purchases 299211 308.061
Arabian Column Pipes Company company  and sales L ’
Total 299,211 308,061

The following is a summary of the benefits (salaries, bonuses, other benefits) of the
senigr executive management and board of directors of the companvy

2018 2017
JD JD
Other salaries and benefits 263,667 253,441
25
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

20- Income tax provision

a.

The movement of the provision for Incom tax is as follows: 2018 2017

D D
Balance at the beginning of the year 11,714 13,280
year income tax 14,617 35,217
Paid incoime tax (42,300) (8,199)
Paid in advance for income tax - (28,584)
Balance at end of year (Other debit balances) (15,969) 11,714

The status of the income tax was settled until 31 December 2015 for the file of the Investment

Authority file No. 300001525, and the approval of the year 2017 by the Income and Sales Tax
Department

Income tax returns for the year 2016 have been submitted to the Investment Autherity and have not
been audited by the Income and Sales Tax Department.

The situation has been settled for income tax for the old standard file until 31 December 2016 except
for the year 2014.

The company's regular file for 2014 was reviewed by the income and sales tax department. The
department demands that the company pay an income tax balance of 42,007 dinars and a legal
compensation of 51,605 dinars. And the issue of the prevention of a claim has been registered with the
Tax Court of First Instance as the company’s tax consultant opinion that the income and sales tax
department unjustitied in their request.

The sales tax file ot the Income and Sales Tax Department was canceled and the sales tax file was

The Accounting profit reconciliation with Tax profit as follows:

2018 2017
ID D

Accounting profit 412,907 912,509
Non-taxable profits (72,175) (208,175)
unacceptable tax expenses (224,643) 0
Expenses not taxable 176,260 0
Tax profit 292,349 704,334
Legal Income Tax Rate 5% 5%
Income tax due for the year 14,617 35,217
Recoveries from deferred tax assets(not 8b) 7,140 7,389
Income Tax for the year 21,757 42,606

26
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

2

I- Other Credit Balances

This item consists of : 2018 2017
ID D
Sales tax deposits 20,241 159,555
Employee vacation provision 50,267 57,116
Board of directors and management directors Bonuses provision 34,329 34,014
Shareholders Deposits 27,969 21,297
Social security deposit 17,193 17,854
Accrued expenses 4386 0,497
End of services provision - 547
Other 90,478 45,477
Total 244,863 345,357
2- Sales
This item consists of 2018 2017
JD D

Local sales 2,407,739 3,385,221
Export sales 1,354,866 739,668
Tenders Sales 3,084,009 4,283,595
Total 6,846,614 8,408,484
Reached export sales ratio 8.80% 19.79%

27
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Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

23- Cost of sales

This item consists of :

Beginning raw materials

Raw Materials purchases

Ending raw materials (Not 13)
Manutacturing cost
Manufacturing expenses (Not 24 )
Csot of goods manufactured
Beginning finished goods

Ending finished goods ( Not 13 )
Cost of sales

Manufacturine Expenses

This item consists of :

Salaries wages

Companies Share in social security
Deposits and Subscriptions

Health Insurance and General Safety
Depreciation and amortization
Hospitality and cleanning Expenses
Electricity and water expenses
Security expenses

General Maintenance and Spare parts
Tools and Supplies

Vehicle and Forklifts

Stationary and Office Supplies
Total

2018 2017
D D
2,126,565 2,227,354
5217364 4,758,973
(2,509,429) _ (2,118,865)
4,834,500 4,867,462
1,958,759 2,049,414
6,793,259 6,916,876
3907429 3,690,499
(4.913,863) _ (3,907,429)

5,786,825 6,699,946

2018 2017

ID D

932,034 966,81 1
110,079 115,415
12,469 12,815
35,691 28,306
298,481 288,518
2,522 4,589
344,000 340,431
21,672 23,670
105,838 158,907
29,331 44,270
65,431 65,173
1,211 509
1,958,759 2,049,414




Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

25- Administrative Expenses

This item consists of 2018 2017
D D

Salaries wages and bonuses 255,196 252,434
Social security 27,859 26,929
Deprecation 19,911 21,437
Board of Directors transportion 37,080 28,375
Travel and accommodation 1,968 4,445
Professional fees and consulting 15,500 14,500
Subscriptions 12,284 12,313
Vehicle expenses 6,528 4,139
Hospitality and General Assembly expenses 6,899 7,295
General insurance and health insurance 4,341 3,284
Telecommunication 6,977 8,241
Security 4,128 4,490
Stationary and publications 2,004 3,049
Cleaning , fuels and heating expenses 4,827 4,396
Commissions and bank guarantees 1,946 2,004
Donations 1,479 675
Maintenance 3,703 3,971
Stamps and governmental fees 2,011 3,712
Advertising expenses 484 505
Total 415,125 406,194




Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan
Notes to the Financial Statements

206- Selling and Distribution expenses

This item consists of : 2018 2017
ID D

Salaries wages ,social security 43,388 40,571
Tenders expenses 18,668 28,249
Delivery expenses 19,615 21,329
Maintenance, cars fuel and transportion 8,439 6,433
Guarantees and commission expenses tenders 9,102 9,143
Advertising expenses and exhibitions 10,529 12,359
Travel and accommodation 7,996 5,234
Fright and clearance 2,637 3,308
Transfer expenses 63,393 66,843
External sale expenses 15,474 18,193
Samples and tender examination 2,144 1,520
Depreciation 3,066 3,066
Stamps and governmental fees 2,443 30,516
Trucks expenses and timbers for tenders 1,141 931
Total 208,035 247,695

27- Other Revenues

This item consists of : 2018 2017

D D
Investment Portfolio Gains 29 851 23,680
distributed Dividends 33,960 5,550
Gain trom sale of property , plant and equipment - 1,191
Others 1,510 -
Total 65,321 30,421
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I Arabian Steel Pipes Manufacturing
Public Shareholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

] 28- Basic and diluted earninig per share
This item consists of ;

Profit of the year after tax
Weighted average shares (share)

Basic and diluted earninig per share

29- Contingent Liabilities
This 1ttem consists of :

Bank guarantees
Letters of credit

Total

2018 2017
1D ID
391,150 869,903
9,000,000 9,000,000
0.043 0.097
2018 2017
D JD
307,476 552,050
983,305 107,480
1,290,781 659,530

30- Subsequent events

The Board of Directors in January 8,2018 to voluntary liquidate the subsidiary " Arabian Colom Pipes

Company " .
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Arabian Steel Pipes Manufacturing
Public Sharcholding Co., Ltd.

Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

3 1- Scement Information

2018
fc .m‘am others Total
activity
JD JD JD

Net sales 6,846,614 138,188 6,984,802
Assets and liabilities

Assets 15,856,803 890,366 16,747,169
Liabilities 3,472,797 = 3,472,797
other seement

Capital expenditure 402,798 - 402,798
Depreciation 320,217 - 320,217

2017
Qe n l,a . others Total
activity
JD JD JD

Net sales 8,408,484 51,484 8,459 968
Asscis and liabilities

Assels 16,134,383 1,028,090 17,162,473
Liabilities 3,085,835 = 3,085,835
other seoment

Capital expenditure 274,100 - 274,100
Depreciation 303,642 - 303,642
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Arabian Steel Pipes Manufacturing

Public Sharcholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

312- The analysis of maturity of asscts and liabilities

the [ollowing table shows the analysis of assets and liabilities accordaing to the expected period of’

recovery and settelment -

2018
for year m(::: ;::: Total
JD JD D

Assets
Non-current asscts
Properties , trucks & equipment - Net - 4,055,172 4,055,172
Intangible assets - 602 602
Deterred tax assets - 4,743 4,743
[nvestment in a subsidiary = 176,248 176,248
:::::::,:‘ll assets at fair value through comprehensive _ 714,118 714,118
Total Non-current assets - 4,950,883 4,950,883
Current Assets
Cash and Cash equivalent 1,194,734 — 1,194,734
Account receivables &Cheques under collection 2,230,107 - 2,230,107
Inventory 8,201,419 - 8,201,419
Other debit balances 170,026 s 170,026
Total Current Assets 11,796,286 - 11,796,286
Total Assets 11,796,286 4,950,883 16,747,169
Cwrrent Liabilities
Notes payable due within ayear 2,083,587 211,523 2,295,110
Account payable 633,612 - 633,612
Related party receivables 209,211 - 299211
Other credit balances 244 863 = 244 863
Total Current Liabilities 3.261,273 - 3,472,796
Net 8,535,013 4,739,360 13,274,373
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Arabian Steel Pipes Manufacturing

Public Shareholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

32- The analysis of maturity of assets and liabilitics

the following table shows the analysis of assets and liabilities accordaing to the expected period of

recovery and settelment

2017
for year nl:)l:s ;:jln Total
JD ID D

Assets
Non-current asscts
Properties |, trucks & equipment - Net - 3,913,451 3,913,451
Intangible assets = 1,843 1,843
Projects under construction - 59,139 59,139
Deterred tax assets - 11,884 11,884
Investment tn a subsidiary - 176,248 176,248
:::3:::.:11 assets at fair value through comprehensive _ 851.842 851,842
Total Non-current assets - 5,014,407 5,014,407
Current Assets
Cash and Cash equivalent 1,389.919 - 1,380.919
Account receivables &Cheques under collection 3,932,780 - 3,932,780
Inventory 6,640,966 = 6,640,966
Other debit balances 184.401 - 184,401
Total Current Assets 12,148,066 - 12,148,066
Total Assets 12,148,066 5,014,407 17,162,473
Current Liabilitics
Notes payable due within ayear 2,163,563 - 2,163,563
Account payable 257,140 - 257,140
Related party receivables 308,061 - 308,061
Income tax provision 11,714 = 11,714
Other credit balances 345,357 - 345,357
Total Current Liabilities 3,085,835 - 3,085,835
Net 9,062,231 5,014,407 14,076,638
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33- Risk management

Financial instruments consist of financial assets and liabilities. The Financial assets
include bank balances, cash in hand, account receivables and checks on collection.and
the Financial liabilities include account payables,

Fair value

The fair values of financial assets and liabilities are not materially difterent from their
carrying values as most financial instruments are either short-term in nature or
continually repriced.

Credit risks

Credit risk is the risk that may arise from the default or inability of debtors and other
parties to meet their obligations to the Company.
The company believes that it is not exposed to the risk of collection because its

transactions are in cash, and the company maintains balances and deposits with leading
banking institutions.

Liquidity risks

Liquidity risk is the risk that the Company will not be able to provide the necessary
funding to meet its due dates. To avoid these risks, the Company diversifies its sources of

finance, manages and adjusts its assets and liabilities and maintains an adequate balance
of cash and cash equivalents.

2018
From three
Less than three  months to 12 Total
months months

D D D
Notes payable due within ayear - 2,083,587 2,083,587
Account payable - 633,612 633,612
Related party receivables - 299,211 299,211
Other credit balances - 244,863 244 863
Total - 3,261,273 3,261,273

35



)

Arabian Steel Pipes Manufacturing
Public Sharcholding Co., Ltd.
Amman - The Hashemite Kingdom of Jordan

Notes to the Financial Statements

34-

2017
From three
Less than three  monthsto 12 Total
months months

D JD ID
Notes payable due within ayear - 2,163,563 2,163,563
Account payable - 257,140 257,140
Related party receivables - 308,061 308,061
Income tax provision - 11,714 11,714
Other credit balances = 345,357 345,357
Total - 3,085,835 3,085,835

Interest rate risks:

The Company may be exposed to interest rate risk on its financial assets and liabilities
that appear interest, such as: banks. Once bank overdrafts are short-term ones, and other
assets and liabilities do not bear any interest rates, so the risks that may affect the
Company are insignificant.

Foreign currency risk

Most of the company's transactions are in Jordanian Dinars and US Dollars. The dinar is
pegeed to a fixed rate with the US Dollar, and therefore the impact of currency risk is not
signiticant to the financial statements.

Capital management

The main objective of the Company's capital management is to ensure that appropriate
capital ratios are maintained in a manner that supports the Company's activity and
maximizes equity.

The Company manages the capital structure and makes necessary adjustments in light of
changes in working conditions. The Company did not make any changes to the
objectives, policies and procedures related to capital structure during the current and
previous financial year,

The items included in the capital structure consist of paid up capital, issue premium,
voluntary reserve, voluntary reserve and retained earnings totaling JD 13,325,262 as of
December 31,2018 against JD 13,989,803 as of December 31,2017
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35- Issucs
There is the issue of labor are built on the company to demand the separation allowance
from work and still pending,
There are cases set up by the company to third parties worth 485,668 1D and some of
them were issued in a decision, but the prosecution has not yet been implemented.

36- Comparative
Some of comparative figures have reclassified — when needed — to confirm with current
year's figures.
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