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To: Jordan Securities Commission
Amman Stock Exchange
Date : 30/04/ 2019

Subject: Quarterly Report as of 31/03/ 2019
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Attached the Quarterly Report of (United tron &

Steel Co.) as of 31/03/ 2019
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Kindly accept our highly appreciation and Respect
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l P.0.Box 540668
Modern Accountants Amiman 11194, Joran
T: +962 (6) 5561293
F: +962 (6) 5561204
[ E: info@modern-accountants.com
I REPORT ON REVIEWING THE INTERIM _FINANCIAL STATEMENTS
] To the president and members of the board of directors
United Iron And Steel Manufacturing Company
l Introduction

We have reviewed the accompanying Interim Statement of Financial Position for United Iron
And Steel Manufacturing Company (P.L.C.) as of March 31, 2019, and the related statementsof
InterimComprehensive income, Owners’ equity and cash flows for the period then ended. The
management is responsible of preparing and presenting company's financial statements in
accordance with International Accounting Standard No. 34 (Interim Financial Reporting) which is
an integral part of International Financial Reporting Standards. Qur responsibility is limited to
issue a conclusion on these interim financial statements based on our review,

] Scope of Review
We conducted our review in accordance with the International Standard on Review Engagements
2410 “Review of Interim Financial Information Performed by the Independent Auditor”. This
standard requires that we plan and perform the review to obtain moderate assurance as to whether
the financial statements are free of material misstatement. Our review is primarily limited to
inquiries of the company's accounting and financial departments personnel as well as applying
analytical procedures to financial data .The range of our review is narrower than the broad range
l of audit procedures applied according to Intemational Auditing Standards, Accordingly, Getting
assurances and confirmations about other important aspects checked through an audit procedure
was not achievable, Hence, We don't express an opinion regarding in this regard.

Attention

We draw attention to note (16) to the financial statement Where the company's losses
3 exceeded 89% of its capital , And according to the provisions of Article (75) of the
l Companies Law No. 22 of 1997 and its amendments, the company must be liquidated Unless

the General Assembly decides at an extraordinary meeting to increase its capital to deal with

the status of losses or amortize it in accordance with international accounting on auditing
I standards, noted that the total remaining losses do not exceed half of the capital of the

company in both cases.

Conclusion
Based on our review, nothing has come to our attention that causes us to be believe that the
ying interim financial statements do not give a true and fair view in accordance with

Modern Accountants Amman-Jordan

A April 25,2019
Q Nexia
i;. 0 Internatio
. . . m‘
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UNITED IRON AND STEEL MANUFACTURING COMPANY

(PUBLIC SHAREHOLDING COMAPNY)

THE STATEMENT OF INTERIM FINANCIAL POSITION (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2019 AND DECEMBER 31, 2018

(EXPRESSED IN JORDANIAN DINARS)

ASSETS

Non-current assets

Property and equipments

Tax assets

Total non-current assets

Current assets

Prepaid expenses and other receivables
Inventory and spare parts

Due from related parties

Accounts receivable and checks under collection
Cash and cash equivalents

Total current assets

TOTAL ASSETS

LIABILITIES AND OWNERS' EQUITY
Ovwners’ equity

Share capital

Statutory reserve

Accumulated losses

Total owners’ equity

Non current liabilities

Long- term loans

Long-term finance lease commitments
Long- term notes payable

Total non - current liabilities

Current liabilitics

Accrued expenses and other liabilities
Due to related parties

Accounts payable and deferred checks
Short- term notes payable

Current portion of long term loans

Current portion of long finance lease commitments

Banks overdrafi
Total current liabilities

TOTAL LIABILITIES AND OWNERS' EQUITY

The accompanying notes are an integral part of theselnterimfinancial statements

2

2019 2018
14,012,810 14,117,106
1,452,381 1,452,381
15,465,191 15,569,487
2,062,920 1,543,696
4,598,299 4,173,021
18,064,907 19,054,180
5,247,577 1,028,996
857,581 1,265,617
30,831,284 27,065,510
46,296,475 42,634,997
32,165,176 32,165,176
2,256,359 2,256,359
(29,570,109) (28,681,246)
4,851,426 5,740,289
7,833,000 8,240,000
135,807 -
4,107,000 -
12,075,807 8,240,000
1,344,783 1,691,103
4,662,552 1,005,831
8,263,294 8,114,401
417,545 3,082,061
5,455,848 4,753,028
10,054 -
9,215,166 9,918,284
29,369,242 28,654,708
46,296,475 42,634,997
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UNITED IRON AND STEEL MANUFACTURING COMPANY

(PUBLIC SHAREHOLDING COMAPNY')

INTERIM STATEMENT OF COMPREHENSIVE INCOME(UNAUDITED)

FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

Sales

Cost of Sales

Gross loss

Selling and Marketing expenses

General and Administrative expenses
FinancialCharges

Unrealized gain from financial assets designated at fair
value through comprehensive income

Other Revenues and expenses

LOSS FOR THE PERIOD

Other Comprehensive Income :

TOTAL COMPREHENSIVE INCOME FOR THE
PERIOD

loss per Share:
loss per Share JD/Share

Weighted Average of Outstanding Shares

For the three For the three
months ended months ended
March 31, 2019 March 31, 2018
7,084,380 8,923,311
(7,366,678) (10,574,328)
(282,298) (1,651,017)
(10,357) (34,630)
(267,302) (453,403)
(329,730) (588,045)
- 353,696
2,705 1,275,894
(886,982) (1,097,505)
(886,982)
(1,097,505}
{0,027} (0,034)
32,165,176 32,165,176

The accompanying notes are an integral part of theseInterimfinancial statements

3
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UNITED IRON AND STEEL MANUFACTURING COMPANY

(PUBLIC SHAREHOLDING COMAPNY)

STATEMENT OF INTERIM CASH FLOWS(UNAUDITED})

FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

Operating Activities

loss for the period

Adjustments on loss for the period:

Depreciation

Financial charges

Unrealized gain from financial assets designated at fair
value through comprehensive income

Changes in operating assets and liabilities :
Accounts receivables and checks under collection
Inventory and spare parts

Prepaid expenses and other receivables

Accounts payable and deffered checks

Accrued expenses and other liabilities

Due from related parties

Due to related parties

Cash(used in)/ available from operating activities
Finance charges paid

Net cash (used in)/ available fromperating activities
Investing Activities

Changes in property and equipments

Net cash used in investing activities

Financing Activities

finance lease commitments

Banks overdraft

Loans

Notes payble

Net cash used in from financing activitics
Net change in cash and cash equivalents
Cash and cash equivalents, January|1

Cash and cash equivalents, March , 31

The accompanying notes are an integral part of theseInterimfinancial statements

5

For the three For the three
months ended months ended
March 31,2019 March 31, 2018
(886,982) (1,097,505)
254,758 428,190
329,730 588,045
- (353,696)
(4,218,581) 1,909,122
(425,278) 283,216
(519,224) 1,501,738
147,137 616,478
(346,320) (842,541)
989,273 (789,075)
3,566,721 2,197,577
(1,108,766) 4,441,549
(329,730} (588,045)
(1,438,496) 3,853,504
(152,343) (129)
(152,343) (129)
147,617 -
(703,118) 699,065
295,820 (2,757,791
1,442,484 {899,634)
1,182,803 (2,958,360}
(408,036) 895,015
1,265,617 1,722,257
857,581 2,617,272
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UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

1. ORGANIZATION AND ACTIVITY

The United Iron and Steel Manufacturing Company is a Public ShareholdingCompany (the
"Company") registered asPublic Shareholding Company on September 30, 2007 under No. (445). It
is the direct result of converting the company's legal status from a limited liability company to a
Public ShareholdingCompany, and it was registered as limited liability company under No. (2852)
on June 27, 1992 ,the Company's authorized and paid up capital is JD 32,165,176 divided into
32,165,176 shares each for of JD 1.

At its extraordinary meeting held on March 27, 2017, the Company decided to amortize the
accumulated losses of 8,999,279 as of December 31, 2016 in the capital to reach a new capital of the
Company amounted JD 23,165,897. The Company decided to increase the capital by 16,834,103 to
reach JD 40,000,000 through a private subscription for Ziad khalaf mohammed al manaseer.

At its extraordinary meeting held on 12 June 2018, the Company decided to cancel all decisions
taken at the Extraordinary General Assembly meeting held on March 27, 2017, The General
Assembly also decided the following:

The amount of JD2,256,359 was amortized from the accumulated losses of JD 17,900,730 as at
December 31, 2017 in the the statutory reserve account to reacha zero balance of the statutoryreserve
after the amortization. The reduction procedures were not completed until the date of the financial
statements.

To reduce the share capital of the authorized and subscribed company from JD 32,165,176 / share to
IJD 16,520,805 / share by amortizing JD 15,644,371 from the balance of accumulated losses
remaining after the amortization in the statutoryreserve so that the balance of accumulated losses
becomes zero after the amortization the reduction procedures were not completed until the date of
the financial statements..

The amman activity of the Company is to produce, manufacture all kinds of iron and steel .

The Company's headquarter is in Amman.

2. NEW AND REVISED STANDARDS AND AMENDMENTS TO IFRSs IN ISSUE BUT
NOT YET EFFECTIVE:-

The following new standards and amendments to the standards have been issued but are not yet effective

and the Company intends to adopt thesestandards, where applicable, when they become effective.

New Standards Effective Date
(IFRS) No.17 — insurance contracts January 1,2021
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UNITED JRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The interim financial statements have been prepared in accordance with International Accounting
Standard (IAS) 34, "Interim Financial Reporting".

The interim financial statements have been presented in Jordanian Dinars because the majority of the
Company's transactions are recorded in Jordanian Dinars.

The interim financial statements have been prepared on the historical cost basis.

The interim financial statements do not include all the information and clarifications required in the
annual financial statements and should be read in conjunction with the annual financial statements ended
December 31, 2018, In addition, the results for the three months ended March 31, 2019 are not necessarily
indicative of the results to be expected for the financial year ended on December 31, 2019

Significant accounting policics
The accounting policies used in the preparation of the interim financial information are consistent and
appropriate with those used in the audited financial statements for the period ended 31 December 2018.

Equity instruments at FVTOCI

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair value with gains and losses arising from changes in
fair value recognized in other comprehensive income and accumulated in the cumulative changes in
fair value of securities reserve: The cumulative changes or loss will not be reclassified investments.
But reclassified to retained earnings. The Company has designated all instruments that are not held
for trading as at FVTQC]

Dividends on these investments in equity instruments arc recognized in profit or loss when the
Company right to receive the dividends is established, unless the dividends clearly represent a
recovery of a part of the cost of the investments. Other net gains and losses are recognized in OCI
and are never reclassified to profit or loss.

Debt instruments at amortized cost or at FYTOCI

The Company assesses the classification and measurement of the cash flow characteristics of the
contractual asset and the Company's business model for managing the asset

For an asset to classified and measured at amortized cost or at FVTOCI, is contractual terms should
give rise to cash flows that are solely represent payments of principal and interest on the principal
outstanding (SPPI)

At initial recognition of a financial asset, the Company determines whether newly recognized
financial assets are part of an existing business model or whether they reflect the commencement of
a new business model. The Company reassess its business models each reporting period to
determine whether the business models have changed since the preceding period. For the current
and prior reporting period the Company has not identified a change in its business models,

When a debt instrument measured a FVTOCI is derecognized, the cumulative pain or loss
previously recognized in OCI is reclassified from equity to profit or loss. In contrast, for an equity
investment designated as measured FVTOCI, the cumulative gain/loss previously recognized in
OCI is not subsequently reclassified to profit or loss but transferred within equity
Debt instruments that are subsequently measured at amortized cost or FVTOCI are subject to
impairment.

7
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UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

Financial assets at FVTPL

Financial assets at FVTPL are:

(i) assets with contractual cash flows that are not SPPI ; or and

(ii) assets that are held in a business model other than held to collect contractual cash flows or held
to collect and sell; or

(1ii) assets designated at FVTPL using the fair value option.

These assets are measured at fair value, with any gains / losses arising on re-measurement
recognized in profit or loss.

Fair value option: A financial instrument with a reliably measureable fair value can be designated as
FVTPL (the fair value option) on its initial recognition even if the financial instrument was not
acquired or incurred principally for the purpose of selling or repurchasing .The fair value option can
be used for financial assets if it eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise from measuring assets or liabilities, or recognizing related
gains and losses on a different basis (an “accounting mismatch™).

Reclassifications

If the business model under which the Company holds financial assets changes. The financial assets
affected are reclassified. The classification and measurement requirements related to the new
category apply prospectively from the first day of the first reporting period following the change in
business model that results in reclassifying he Company's financial assets. During the current
financial year and previous accounting period, there was no change in the business model under
which the Company holds financial assets and therefore no reclassifications were made

Impairment

IFRS 9 replaces the “incurred loss” model in IAS 39 with an expected credit loss model (ECLs).
The Company recognizes loss allowance for expected credit losses on the following financial
instruments that are not measured at FVTPL

- Cash and bank balances:

- Trade and other receivables;

- Due from related party.

With the exception of purchased or originated credit impaired (POCI) financial assets (which are
considered separately below), ECLs are required to be measured through a loss allowance at an
amount equal to:

¢« 12 Month ECL, i.e. lifetime ECL that results from those default events on the financial
instrument that are possible within 12 months after the reporting date(referred to as
stagel); or

o Full lifetime ECL, i.e. Lifetime ECL that results from all possible default events over the
life of the financial instruments, (referred to as stage2 and stage3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that
financial Instrument has increased significantly since initial recognition, For all other financial
instruments, ECLs are measured at an amount equal to the 12-monh ECL.
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UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

The Company has elected to measure loss allowances of cash and bank balances. Trade and other
receivables, and due from a related party at an amount equal to life time ECLs.

ECLs are probability-weighted estimate of the present value of credit losses. These are measured as
the present value of the difference between the cash flow to the Company under the contract and the
cash flows that the Company expects to receive arising from weighting of multiple future economic
scenarios. Discounted at the asset's EIR

Loss allowance for financial investments measured at amortized costs are deducted from gross
carrying amount of assets. For debt securities a FVTOCI, the loss allowance is recognized in the
OCI, instead of reducing the carrying amount of the asset.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue costs or effort. This includes both
quantitative and qualitative including forward-looking information.

For certain categories of financial assets, assets that are assessed not to be impaired individually are.
in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Company's past experience of collecting payments, an
increase in the number of delayed payments in the portfolio as well as observable changes in
national or local economic conditions that correlate with default on receivables.

Impairment losses related to cash and bank balances, trade and other receivables and due from a
related party, are presented separately in the interim statement of income and other comprehensive
income
The Company considers a debt security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of the grade of the investment
Measurement of ECL
The Company employs statistical models for ECL calculations. ECLs are a probability-weighted
estimate of credit losses. For measuring ECL under IFRS 9, the key input would be the term
structure of the following variables.

e Probability of default (PD);

e Loss given default (LGD); and

» Exposure at default (EAD).

These parameters will be derived from our internally developed statistical models and other
historical data. They will be adjusted to reflect forward — looking information.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of the financial assets have occurred. Credit-impaired financial assets
are referred to stage 3 assets. At each reporting date, the Company assesses whether financial assets
carried at amortized costs and debt securities at FVTOCI at credit-impaired. A financial asset is
credit impaired when one or more events that have a detrimental impact in the estimated future cash
flows of the financial asset have occurred.
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UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

DE-recognition of financial assets

The Company de-recognizes a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantiaily all the risks and
rewards of ownership of the asset to another entity .If the Company neither transfers nor retains
substantially all the risks and rewards of ownership and continues to control the transferred asset,
the Company recognizes its retained interest in the asset and an associated liability for amounts it
may have to pay. if the Company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recognize the financial asset and also
recognizes a collateralized borrowing for the proceeds received.

On DE recognition of a financial asset measured at amortized cost or measured at FVTPL, the
difference between the asset's carrying amount and the sum of the consideration received and
receivable is recognized in profit or loss

On DE recognition of a financial asset that is classified as FVTOCI, the cumulative gain or loss
previously accumulated in the cumulative changes in fair value of securities reserve is not
reclassified to profit or loss, but Is reclassified to retained earnings.

Presentation of allowance for ECL are presented in the financial information
Loss allowances for ECL are presented in the in the financial information as follows:

For financial assets measured at amortized cost (loans and advances, cash and bank balances): as a
deduction from the gross carrying amount of the assets

For debt instruments measured at FVTOCI no loss allowance is recognized in the interim
statement of financial position as the carrying amount is at fair value. However, the less allowance
is included as part of the revaluation amount in re-evaluation reserve and recognized in other
comprehensive income.

Revenue recognition

IFRS 15 "Revenue from contracts with customers" outlines a single comprehensive model of
accounting for revenue arising from contracts with customers and supersedes current revenue
recognition guidance found across several standards and Interpretation within IFRSs. It establishes
a new five-step model that will apply to revenue arising from contracts with customers.

Stepl: identify the contract with customer: A contract is defined as an agreement between two or
more parties that creates enforceable rights and obligations and sets out the criteria for each of those
rights and obligations.

Step 2: Identify the performance obligations in the contract: performance obligation in a
contract is a promise to transfer a good or service to the customer

Step 3: Determine the transaction price Transaction price is the amount of consideration to which
the Company expects to be entitled in exchange for transferring the goods and services to a
customer excluding amount collected on behalf of third parties.

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

10
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UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

Step 5: Recognize revenues as and when the entity satisfies the performance obligation
The Company recognizes revenue over time if any one of the following criteria is met:

The customer simultaneously receives and consumes the benefits provided by the Company
performance as The Company performs.

The Company performance creates or enhances an asset that the customer controls as the
asset is created or enhanced or

The Company performance does not create an asset with an alternative use to the Company and the
entity has an enforceable right to payment for performance obligation completed to date.

The Company allocates the transaction price to the performance obligations in a contract based on
the input method which requires the revenue recognition on the basis of the Company efforts or
inputs to the satisfaction of the performance obligations. The Company estimates the total costs to
complete the projects in order to determine amount of revenue to be recognized.

Impact of changes in accounting policies due to adoption of new standards (continued)

Revenue recognition (continued)

When he Company satisfies A performance obligation by delivering the promised goods and
services, it creates a contract asset based on the amount of consideration earned by the performance.
Where the amount of consideration received from the customer exceeds the amount of revenue
recognized this gives rise to a contract liability

Revenue is measured at the fair value of consideration received or receivable, taking into account
the contractually agreed terms of payment. The Company assesses its revenue arrangements against
specific criteria to determine if it is acting as a principal or agent and has concluded that it is acting
as a principal all of its revenue arrangements.

Revenue is recognized in the interim financial statements to the extent that it is probable that the
economic benefits will flow to the Company and the revenue and costs, if and when applicable, can
be measured reliably.

Critical accounting judgments and key sources of estimation uncertainty

The preparation of interim financial statements requires management to make judgments estimates
and assumptions that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing these interim financial statements, the significant Judgments made by management in
applying the Company accounting policies and the key sources of estimation uncertainty were the
same as those that applied to the audited annual financial interim statements for the year ended 31
December 2018, except for the adoption of IFRS 9 which has resulted in changes in accounting
Jjudgments for recognition of financial assets and Liabilities and impairment of financial assets, as
set out below.



b —

B

UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

Critical judgments in applying the Company's accounting policies in respect of IFRS 9
Business model assessment: Classification and measurement of financial assets depends on the
results of the SPPI and the business model test. The Company determines the business model at a
level that reflects how Company s of financial assets were managed together to achieve a particular
business objective. This assessment includes judgments reflecting all relevant evidence including
how the performance of the assets is evaluated and their performance measured, the risks that affect
the performance of the assets and how these are managed and how the managers of f he assets are
compensated. Monitoring is part of the Company s continues assessment of whether the business
model for which the remaining financial assets are held continues to be appropriate and if it is not
appropriate whether there has been a change in business model and so a prospective change to the
classification of those assets.

Significant increase of credit risk

ECLs are measured as an allowance equal to 12-month ECL for stagel assets, or lifetime ECL
assets for stage 2 or stage 3 assets. An asset moves to stage 2 when its credit risk has increased
significantly since initial recognition. IFRS 9 does not define what constitutes a significant increase
in credit risk. In assessing whether the credit risk of an asset has significantly increased the
Company takes into account qualitative and quantitative reasonable and supportable forward
looking information.

Establishing Company s of assets with similar credit risk characteristics

When ECLs are measured on a collective basis, the financial instruments are Company collected
on the basis of shared risk characteristics (e g, instrument type, credit risk grade, collateral type,
date of initial recognition, remaining term to maturity, industry, geographic location of the
borrower, etc.). The Company monitors the appropriateness of the credit risk characteristics on an
ongoing basis to assess whether they continue to be similar. This is required in order to ensure that
should credit risk characteristics change there is appropriate re-segmentation of the assets. This may
result in new portfolios being created or assets moving to an existing portfolio that better reflects
the similar credit risk characteristics of that Company of assets. Re-segmentation of portfolios and
movement between portfolios is more common when there is a significant Increase in credit risk (or
when that significant increase reverses) and so assets move from 12-month to lifetime ECLs, or
vice versa, but it can also occur within portfolios that continue to be measured on the same basis of
1Zmonth or lifetime ECLs but the amount of the ECLs changes because the credit risk of the
portfolios differ.

Models and assumptions used

The Company uses various models and assumptions in measuring fair value of financial assets as well as in
estimating ECL. Judgment is applied in identifying the most appropriate model for each type of asset, as well
as for determining the assumptions used in these models, including assumptions that relate to key drivers of
credit risk.

Key sources of estimation uncertainty in respect of IFRS 9

The following are key estimations that the management has used in the process of applying the Company's
accounting policies and that have the most significant effect on the amounts recognized in interiim financial
slatements

Establishing the number and reiative weightings of forward-looking scenarios for each type of product
/market determining the forward looking information relevant to each scenario: When measuring ECL the
Company uses reascnable and supportable forward looking information, which s based on assumptions for the
future movement of different economic drivers and how these drivers will affect each other,

12



UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
(EXPRESSED IN JORDANIAN DINAR)

Probability of Default

PD constitutes a key input in measuring ECL. PD is an estimate of the likelihood of Default likelihood of
default over a given time horizon, the calculation of which includes historical data, assumptions and
expectations of future conditions.

Loss Given to Default

LGD is an estimate of the loss arising on default. It is based on the difference between the contractual cash
flows due and those that the lender would expect to receive, taking into account cash flows from collateral
and integral credit enhancements,

IFRS 16 (Leases)

IFRS 16 supersedes 1AS 17 Leases and Interpretation No. 4 Determines whether an arrangement
includes a lease, interpretation 15: Incentives for operating leases, and interpretation 27: Valuation
of a transaction material involving the legal form of the lease. The standard sets out principles for
the recognition, measurement, presentation and disclosure of leases and requires leases to calculate
all leases in accordance with a single model of the financial position.

The accounting of lessors under IFRS 16 did not materially change from IAS 17. Lenders will
continue to classify leases as either operating or financing leases using similar principles as in 1AS
17. Accordingly, IFRS 16 did not have any effect on leases when the company is the lessor.

The Company adopted IFRS 16using the revised retrospective method of adoption with the initial
adoption date on 1January 2019 under this method; the standard is applied retroactively with the
cumulative effect of the adoption of the recognized standard at the date of initial adoption.

The Company has chosen to use the functional transition method that permits the adoption of the
Standard only to contracts previously designated as leases applying IAS 17and Interpretation 4on
the date of initial adoption. The Company has also chosen to use recognition exemptions for leases
which, at the inception date, have a term of 12months or less and do not include a purchase option
("short term leases") and leases where the underlying asset is of low value (" the value™).

The effect of the amendment to IFRS: 16 is as follows
The effect on the interim statement of financial position was as follows:

March 31, 2019 January 1, 2019
Assets
Right of use assets 147,617 151,402
Liabilities
Financing lease commitments* 147,617 151,402

*Financing lease commitments are reflected in the interim statement of financial position As at
March 31, 2019 as follows:

March 31, 2019

Not current 135,807
Current 10,054
145,861

13



T

UNITED IRON AND STEEL MANUFACTURING COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED MARCH 31, 2019
{EXPRESSED IN JORDANIAN DINAR)

The effect on the interim statement of income (increase / decrease) for the three months Ended
March 31, 2019:

March 31, 2019

Depreciation of the right of use assets 3,785
Interest expense from financing lease commitments 3,785
7,570

(A) The nature of the impact of adoptionof IFRS 16

The Company has a lease contract for the Offices and Stores and the Company has classified the
lease as a lessee at the date of its establishment either as a finance lease or an operating lease. A
lease is classified as a finance lease if it transfers substantially all the risks and rewards of
ownership of the leased asset to the Company.

The following are the Company's new accounting policies when applying IFRS:

Right of use assets

The Company recognizes the right of use assets at the inception of the lease (ie, the date on which
the asset is available for use). The right of use the asset are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted to re-measure the lease liability. The cost of the
right of use the asset includes the amount of recognized lease liabilities, direct costs incurred and
lease payments made on or before the start date, less any rental incentives received. Unless the
Company is materially confident of acquiring ownership of the leased asset at the end of the term of
the lease, the right of use is depreciated on a straight-line basis over the estimated useful life of the
asset and the lease term. The right of use the asset is subject to impairment.

Liabilities Finance leases

At the inception of the lease, the Company recognizes financing lease commitments measured at the
present value of lease payments to be made over the lease term. Rental payments include fixed
payments (including embedded fixed payments) less rent incentives, variable rent payments based
on index or discount rate, and amounts expected to be paid under residual value guarantees. Lease
payments also include the exercise price of the reasonably assured purchase option exercised by the
company and the payment of termination penalties if the term of the lease reflects that the company
exercises the option of termination. Variable lease payments that are not based on an indicator or
rate are recognized as an expense in the period in which the event or condition in which the
payment is required

When calculating the present value of rent payments, the Company uses the incremental borrowing
rate at the inception of the lease if the interest rate included in the lease cannot be easily determined.
After the inception date of the lease, the amount of finance lease commitments is increased to
reflect the accrual of interest and the reduction of lease payments made. In addition, the carrying
amount of a finance lease obligation is premeasured if there is an adjustment or change in the lease
term, a change in fixed lease payments or a change in valuation to purchase the significant asset.

Short-term leases

The Company applies exemption from short-term lease agreements on short-term leases of real
estate (i.e. leases of 12 months or less from the inception date and do not include a purchase
option). Leasc payments on short term leases and leases of impaired assets are recognized as an
expense on a straight line basis over the term period
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Expenses
Selling and marketing expenses are mainly comprised of costs incurred from the distribution and sale of
the Company's products. All other expenses are classified as general and administrative expenses.

General and administrative expenses include both direct and indirect costs not specifically part of
production costs as required under generally accepted accounting principles. Allocations between general
and administrative expenses and cost of sales are made on a consistent basis when required.

Cash and cash equivalents
Cash and cash equivalent include cash, demand deposits, and highly liquid investments with original
maturities of three months or less.

Inventory

Inventories are valued at cost or net realizable value, whichever is lower, which includes the cost of
purchase, costs of conversion and other costs expended in order to bring it to warehouses, and cost is
determined on the basis of the weighted average method.

Property and Equipments
Property and equipment are stated at cost less accumulated depreciation and any impairment in value.
Depreciation is calculated on a straight-line basis except power plant and equipment and machinary
(melting furnace) depreciation is calculated on production capacity basis, the depreciation percentage for
the assets as follows:

Annual depreciation rate

Buildings and constructions 4%-10%
Equipments and machinary 10%
Power planet 4%-15%
Electricaltransfer station 4%-15%
Electricalinterconnection station 10%
Vehicles 15%
Furniture and office equipments 10%-20%
Tools 10%-20%

Useful livesand the depreciation method are reviewed periodically to make sure that the method
and depreciation period appropriate with the expected economic benefits of property and equipment,
Impairment test is performed to the value of the property and equipment that appears in the Statement of
Financial Position when any events or changes in circumstances shows that this value is non-recoverable.
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In case of any indication to the low value, Impairment losses are calculated according to the policy of the
low value of the assets

At any subsequent exclusion of property and equipment, the value of gains or losses resulting recognized,
Which represents the difference between the net proceeds of exclusion and the value of the property and
equipment that appears in the Statement of Financial Position, Gross Profit and loss.

Leasing

Leases are classified as capital lease whenever the terms of the lease transfer substantially all of the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Assets held under capital leases are recognized as an asset of the Company at the present value of the
minimum lease payments or the fair market value of the asset at the date of the inception of the lease,
whichever is less.

The Finance costs, which represent the difference between total obligations leases and the present value of
minimum lease payments or the fair market value of the asset at the date of inception lease, whichever is
less, are recorded to the income statement during the period of the lease and to reach a fixed rate for
theresidual amounts of obligations for each accounting period.

The accrued leases under operating leases are recorded on income statement during the period of the
operating lease by using the straight— line method.

Income tax

The Company is subject to the Income Tax Law for the year and its subsequent amendments and the
regulations issued by the Income Tax Department in the Hashemite Kingdom of Jordan and provided on
accrual basis, Income Tax is computed based on adjusted net income. According to International , the
company may have deferred taxable assets resulting from the differences between the accounting value
and tax value of the assets and liabilities related to the provisions, these assets are not shown in the
financial statemenits since it's immaterial.

Foreign currency translation

Foreign currency transaction are translated into Jordanian Dinars at the rates of exchange prevailing at the
time of the transactions. Monetary assests and liabilities denominated in foreign currencies at the financial
position are translated at the exchange rates prevailing at that date. Gains and losses from settlement and
translation of foreign currency transactions are be included in the comprehensive income statement

4. FINANCIAL INSTRUMENTS

Management of share capital risks
The Company manages its capital to make sure that the Company will continue when it is take the highest

return by the best limit for debis and shareholders equity balances. The Company's strategy doesn't change
from 2018.
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The management of the financial risks

Market risks
The Company’s activities might be exposed mainly to the followed market risks:

Management of the foreign currencies risks
The company maybe exposed to significant risks related with the foreign currencies changing, especially
with regord to the procurement of iron albelt by (EUR) where the efective mangement for this exposed.

Management of the interest price risks
Risk related to interest rate result mainly from borrowing money at varying interest rates and short term
deposits at fixed interest rates.

Credit risk management
The credit risks that are resulting from the cash money are specific because the parts that are dealing
with it are local banks have good reputations and have been controlled from control parties.

The amounts had listed in the financial statements data represents the highest credit risk expose to the
trade accounts receivable and to the cash and cash equivalent.

Management of liquidity risks

Board of directors is responsible for management of liquidity risks to manage the cash requirements,
short, medium and long term liquidity. The Company managed the liquidity risks through controlling the
future cash flow that evaluated permanently and correspond the due dates of assets and liabilities.

The following table represents the contractual eligibilities to non-derivative financial liabilities,
The table has prepared on the non-deducted cash flows to the financial liabilities basis according to the
early due dates that may required from the Company to pay or receive.





