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NeXi a Jabal Amman , 6th Circle
16 Djibouti St,
R.O.Box 940668

Modern Accountants o o WS

T: +962 (6) 5561293
F: +962 (6) 5561204
E: info@modern-accountants.com

REPORT ON REVIEWING THE INTERIM CONSOLIDATED FINANCIAL
STATEMENTS

To the president and members of the board of directors

Jordan Steel Company

Introduction

We have reviewed the accompanying Interim Consolidated Statement of Financial Position for
Jordan Steel Company(P.L.C) as ofSeptember 30, 202land the related statementsof
InterimConsolidatedComprehensive income, Owners’ equity and cash flows for the period then
ended. The management is responsible of preparing and presenting Company's Interim
consolidatedfinancial statements in accordance with International Accounting Standard No. 34
(Interim Financial Reporting) which is an integral part of International Financial Reporting
Standards. Our responsibility is limited to issue a conclusion on these interim consolidated 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 make
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 of
audit procedures applied according to International Auditing Standards, Accordingly, Geting
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.

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

accompanying interim consolidated financial statements do not give a true and fair view in
accordance with International Accounting Standard No, 34.

Emphasis of matter

1. A restriction has been forced on Jordan steel company on transferbal and nontransferbal assets,
which is legally seized at amount claimed of JD 10,537,339, due to the failure to repay its debit,
which raised the substantial doubt of it's ability to continue.

2. The accompanying finacial statements have been prepared assuming that the Company will
continue as a going concern. the Company has a deficit working capital by 6,116,715JD as of
September 30, 2021 that raise substantial doubt about it's ability to continue as a going concern.

Other Matter

On the basis of the extraordinary General Assembly Meeting No. (2/2014) on March 2014, a
decision was taken to liquidate Jordan Steel Industries Engincering Company as an optional
liquidation. The legal procedures for liquidation were not completed by the Ministry of Industry,
trade, supply and the relevant official parties until the date of issuing the interim consolidated

financial statements.
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JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

THE STATEMENT OF INTERIM CONSOLIDATED FINANCIAL POSITION (UNAUDITED)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021 AND DECEMBER 31, 2020
(EXPRESSED IN JORDANIAN DINARS)

Note 2021 2020 .

ASSETS
Non-current assets }
Property, plant and equipment 40,932,278 41,369,289
Investments in lands 154,784 154,784
Long term - Checks under collection 987,425 1,250,755
Total non-current assets 42,074,487 42,774,828
Current asscts
Prepaid expenses and other receivables 5 06,545,126 1,242,352
Inventory and spare parts 06,384,016 7,303,746
Accounts receivable and checks under collection 4 5,194,967 5,684,400
Cash and cash equivalents 39,859 57,664
Total current assets 18,163,968 20,288,162
TOTAL ASSETS 60,238,455 63,062,990
LIABILITIES AND OWNERS’EQUITY
Owners’ equity
Share capital 1 35,000,000 35,000,000
Share premium 8 1,509,320 1,509,320
Statutory reserve. 8 6,075,043 6,075,043
Accumulated losses (21,795,340) (18,473,885)
Total Owners’ equity 20,789,023 24,110,478
Non-current liabilities
long term loans 15,168,749 15,168,749
Total Non-current liabilities 15,168,749 15,168,749
Current liabilities
Accrued expenses and other Payables 7 2,094,418 2,014,893
Accounts pavable and deferred checks 6 9,824,982 8.682.663
Bank overdrafts 1,254,344 3,476,370
Deferred Revenue 3,554,320 4,181,790
Short term loans 7,552,619 5,428,047
Total current liabilities 24,280,083 23,783,763

60,238,455 63,062,990

TOTAL LIABILITIES AND OWNERS' EQUITY

The accompanying notes are an integral part of theselnterimeonsolidatedfinancial statements
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JORDAN STEEL COMPANY

(PUBLIC SHAREHOLDING COMAPNY)

INTERIM STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME(UNAUDITED)

FOR THE PERIOD ENDED SEPTEMBER 30, 2021

(EXPRESSED IN JORDANIAN DINAR)

For the period

From the beginning of the year

July 1,2021 till

July 1,2020 till

September September September 30, September 30,
Note 30,2021 30,2020 2021 2020

Sales 741,816 1,717,183 4,501,423 5,748,896
Cost of Sales 9 (1,355,794) (1,701,688) (5,887,059) (6,802,692)
Gross Loss (613,978) 15,495 (1,385,636) (1,053,796)
Selling and Marketing

expenses (135) (9,679) (1,278) (28,416)
General and Administrative

PXDENses 10 (153 2747 (2066411 (431,235) (448 313)
FinancialCharges (468,219) (335,951) (1,508,911) (1,342,890)
Factory lease revenue 127,390 6,024 378,158 236.809
Other Revenues and
expenses 9,864 (40,515) 71,527 (33,549)
Reversed / Impairment

inventoryexpenses 11,725 - -(5,705) -
Previous years expenses - - (438,375) =
Loss for the period (1,086,927) (571,267) (3,321,455) (2,670,155)
loss per Share:
loss per Share JD/Share (0,03) (0,016) (0,1) (0,076)
Weighted Average of
Outstanding Shares 35,000,000 35,000,000 35,000,000 35,000,000

The accompanying notes are an integral part of theselnterimeconsolidatedfinancial statements
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JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

STATEMENT OT INTERIM CONSOLIDATED CASH FLOWS(UNAUDITED)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021

(EXPRESSED IN JORDANIAN DINAR)

Operating Activities

Lossfor the period before tax

Adjustments on lossfor the period before tax:
Depreciation

Financial charges

Changes in operating assets and liabilities :
Prepaid expenses and other receivables
Inventory and spare parts

Accounts receivable and checks under collection
Accounts payable and deferred checks

Deffered revenue

Accrued expenses and other liabilities

Cash available from/ (used in) operating activities

Investing Activities
Change in property plant and equipment
Net cash available from investing activitics

Financing Activities

Loans

Banks overdraft

Finance charges paid

Cash (used in) / available fromoperating activities

Net change in cash and cash equivalents
Cash and cash equivalents, January, 1
Cash and cash equivalents September 30

For the nine
months ended

For the nine months
ended September30,

September30, 2021 2020
(3,321,455) (2.670.155)
315,800 431,550
1,508,911 1,342,890
697,226 (413,400)
019.730) 1,601,489
752,763 (3,523.962)
1,142,319 (560,320)
(627,470) -
79,525 3,191,933
1,467,349 (599,975)
121,211 ”
121,211 -
2,124,572 s
(2,222,026) 1,991,637
(1,508,911) (1,342,890)
(1,606,365) 648,747
(17,805) 48,772
57,664 61,489
39,859 110,261

The accompanying notes are an integral part of theselnterimeonsolidatedfinancial statements
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JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(EXPRESSED IN JORDANIAN DINAR)

1. ORGANIZATION AND ACTIVITY

The Jordan Steel Company is a Public ShareholdingCompany (the "Company") registered asPublic
Shareholding Company on March 29, 1993 under No. (226).The Company's authorized and paid up
capital is JD 35,000,000 divided into 35,000,000 shares each for of JD 1.

The principal activity of the Company is to produce reinforcing steel and pull through steel without
heating to produce steel bars contributing to other companies, importing, exporting, marketing,
concluding contracts and trade agreements and borrowing the necessary funds from banks.

The Company's headquarter is in Amman.

2. NEW AND AMENDED IFRS STANDARDS

2.1 New and amended IFRS Standards that are effective for the current yeal';

There are a lot of a new standards and editions and explanations ti the standards that now are
effective from January 1,2020 :

Amendments to IFRS 3 Business Combinations

Amendments to [AS 1 Presentation of Einancial Statements.

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
Amendments to IFRS 7 Financial Instruments : Disclosures

Amendments to IFRS 9 Financial Instruments

Amendments to conceptual framework




JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(EXPRESSED IN JORDANIAN DINAR)

2. 2. NEW AND AMENDED IFRSS IN ISSUE BUT NOT YET EFFECTIVE AND EARLY
ADOPTED:-
The Company has not applied the following new and revised I'RSs that have been issued but are
not yet effective.
Effective for annual

New Standards - periods beginning on
or after - ;
Amendments to IFRS 16 lease concessions related to the (Covid-19) January 1, 2021

Amendments to LAS No. (4), (7) and (16) and IAS No. (39) Standard Reforms
January 1, 2021
for Interest Rate - Second Stage

Amendments to IAS 1 Presentation of Financial Statements liabilities “ '
January 1, 2022

classification
Amendments to IFRS No. (3) BusinessCombinations _ January 1, 2022
Amendments to IFRS 16, Property, Plant and Equipment's _ ; January 1, 2022

Amendments to IAS No. (37) Provisions, Contingent Liabilities and Contingent- Jﬂnltédll'}’ 12022

Assets
Annual Improvements to [FRS 2018-2020 January [, 2022
Amendments to IFRS No.17 Insurance Contracts Januaryl, 2023

Management anticipates that these new standards, interpretations and amendments will be adopted
in the Company's financial statements as and when they are applicable and adoption of these new
standards, interpolations and amendments, may have no material impact on the financial statement
of the Company in the period of initial application.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

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

The consolidated 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, 2020. In addition, the results for the nine months ended September 30, 2021 are not
necessarily indicative of the results to be expected for the financial year ended on December 31, 2021,
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JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(EXPRESSED IN JORDANIAN DINAR)

Significant accounting policies
The accounting policies used in the preparation of the interim financial information are consistent
with thase nsed in the audited financial statements for the year ended December31,2020.

Basis of financial statements consolidation
The consolidated financial statements incorporate the financial statements of Jordan steel Company and
the subsidiaries controlled by the Company.

Control is achieved where the Company:

e Ability to exert power over the investee,
o Exposure, or rights, to variable returns from its involvement with the investee.
e Ability to exert power over the investee to affect the amount of the investor's returns.

The Company reassesses whether or not it controls an investee, if facts and circumstances indicate that
there are changes to one or more ot the three elements of control described in the accounting policy for
subsidiaries above.

When the Company has less than a majority of the voting, The Company shall have control
over the investee when the voting rights sufficient to give it the ability to direct relevant
activities of the investee individually.

‘When The Company reassesses whether or not it controls an investee, it considers all the
relevant facts and circumstances which is includes:

e Size of the holding relative to the size and dispersion of other vote holders

e Potential voting rights, others vote-holders, and Other parties

e Other contractual rights

o Any additional facts and circumstances may indicate that the company has, or does not has, the
current ability to direct the activities related to the time needed to make decisions, including how
to vote at previous shareholder’s meetings.

The consolidation .process begins when the Company's achieve control on the investee enterprise.

(subsidiary), while that process stops when the Company's loses control of the investee (subsidiary). In
particular, Income and expenses of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement, and the consolidated comprehensive income statement from the effective
date of acquisition and up to the effective date of which it loses control of a subsidiary Company.

The profit or loss and each component of other comprehensive income elements distributed on the
Company's owners and owners of non-controlling interests, total comprehensive income for the subsidiary
distributed to the owners of the company and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balances.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by the parent company.

All infra-entity transactions. balances. income and expenses are eliminated in full on consolidation.

N1)iLg
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JORDAN STEEL. COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(EXPRESSED IN JORDANIAN DINAR)

The interimconsolidated financial statements as of September 30, 2020 and December 31, 2020include the
financial statements of the following subsidiary Company (Al-Majal Modern for Scrap Iron L.T.D):

Ownership
Subsidiary Registration and dates
Company Legal title years interest (%)  Principal activity
Jordan Iron i _ ; - ; .
W . ]L‘,lmlit’ed 2003 100% I?r@ucnon of iron and steel in all its
e iability forms and types
under liquidation
Limited
= e f 4 - & i i i .
ﬁ} 1}:“1 o Tion Private Joint ., 100% Production of iron and steel in all its
e i ' Stock S TR forms and types
and Steel Industry
company
Advance Wire Limited 5 Production of iron and steel in all its
Mesh Co. liability <03 L forms and types
Ammon Company . ., _ . ft 7 \
fi ot and Mtal L'|m'tt.ecl 2011 100% P19(1110t|011 of iron and steel in all its
T liability forms and types
Trading
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 ai an
amount equal to:

e 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 -

e 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).

9
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JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(EXPRESSED IN JORDANIAN DINAR)

A loss allowance for full lifetime ECLis required for a financial instrumentifthe 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.

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 withdefault 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 condensed statement of income and other
comprehensiveincome

The Company considers a debtsecurity to have low credit risk when its credit risk rating is
equivalent to the globally understooddefinition 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
termstructure of the following variables.

e Probability of default (PD);

e  Loss given default (LGD); and

e Exposure at default (EAD).

These pacameters will be derived from owr 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 cashflows of the financial asset have occurred.

10
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JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(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 assefr expire, or when it transfers the financial asset and substantially 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
itmay 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 tllc 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 amonnt 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 rec]assrhed to retained carnings.

Presentation of allowance for ECL are presented in the condensed interim financial
information '

Loss allowances for ECT, are.presented in..the condensed interim 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 condensed
statement of financial position as the carrying amount is atfair 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 customcm outlmcs 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 entitied i exchange for transferring the goods and services to a
customer excluding amount collected on behalf of third parties.

11
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JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TC INTERIM CONSOLIDATED FINANCIAL STATEMENTS (continued
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(EXPRESSED IN JORDANIAN DINAR)

Step 4 : Allocate the transaction price to the performance obligations in the contract: For a
coniract that has more than one performance obligation the Cormpany will allocate the transaciion
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.

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 simultancously 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.

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's efforts or
inputs to the satisfaction of the performance obligations. The Company estimates the total costs to
complete the projects in order to determine ainount of revénue’(o be recognized.

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 revente ‘1r1‘angements against
specific criteria to determine if it is acting as a principal or agent dlld has concludcd that it is acllnﬂl

as a principal all oiits revenue arrangements.

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

Critical accounting judgments and key sources of estimation uncertainty

The preparation of condensed consolidated financial statements requires management to make
Jjudgments estimates and assumptions that affect the application of accountingpolicies and the
reported amounts of assets and liabilities, incume and expense. Actual results may differ from these
estimates.

In preparing these condensed consolidated financial statements, the significant Judgmentsmade by
management in applying the Company's accounting policies and the key sources of
estimationuncertaintywere the same as those that applied to the audited annual consolidated
financial statements.




JORDAN STEEL COMPANY
(PUBLIC SHAREHOLDING COMAPNY)

NOTES TO INTERIM CONSCLIDATED FINANCIAL STATEMENTS (continued) -
FOR THE PERIOD ENDED SEPTEMBER 30, 2021 '
(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
theCompany'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 ofthe assets are compensated.
Monitoring is part of the Company's continuoes assessment of whether the business model for
which the remainiiig financial assets are heid continues to be appropriate and if it is noi approprisic
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 as 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 an 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 characterisiics of that Comipany 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 12month 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 assel, 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 condensed consolidated interim financial statements.
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Establishing the number and relative 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 reasonable 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

Probability of Default

PD constitutes a key input in measuring ECL. PD is an estimate of the likelihood of Default over a
given time horizon, the calculatlon 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 ditference 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.

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

Accounts receivable

Accounts receivable are recorded at the original amount less a provision for any
uncolicctible amount: An estimate for doubtful debts is made when collection of the full
amount is no longer probable

Accounts payable and aceruals
Accounts payable are stated at the obligation amounts for received services and goods, whethet
billed by the suppliers or not.

Inventory

Inventories are valued at cost or net realizable value, whichever is Iowet which includes the cost of
purchase, costs of conversion and other costs expended in order to bring it to warchouses, and cost
is determined on the basis of the weighted average metiiod. . Representable net represents the
estimated selling price subtracted from the estimated costs to complete and the costs necessary to
complete the sale.

When the net executable of the good is less than the cost, it provides an al]o“dme for Imp’unnent
and recognizes the allocators as an expense in the profits and losses.

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. Improvement and enhancement expenses are
capitalized.

Annual depreciation rate

Buildings and constructions 2%-10%
Equipments and machinary 5%-15%
Electrieity and communication network 5%-12%
Transportation 15%

Tools 10%-20%
Furniture and office equipments 9%-15%
Computer Devices 10%-40%

S ——
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NOTES TO INTERIM CONSCLIDATED FINANCIAL STATEMENTS (continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021 '
(EXPRESSED IN JORDANIAN DINAR)

Useful livesand the depreciation method are reviewed periodically to make sure that the method
and depreciation period are 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.

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 orlosses resulting are
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.

Provisions

Provisions are recognised 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 reliable estimate
can be made regarding the amount of the obligation.

The amount recognised as provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flow estimated to settle the present obligation.

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

The sector report

The business sector represents a collection of assets and operation engaged together in providing
product or services subjected to risks and returns that are different from those of other business
sectors, wich are

mesured accroding to the reports that are used by the executive director and the main decision —
markers in the Company.

Geographical segment is associated in providing products in aparticular economic enviroment subject to
risks and returns that are differed from those for sectors to work in economic enviroment.

Offsetting :

Financial assets and financial liabilities are offset, and the net amount is reflected in the -
consolidated statement of financial position only when there are legal rights to offset the recognized
amounts, and when it intends to settle them on a net basis, or assets are realized and liabilities
settled simultaneously. '

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 resulling from thetemporary 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 statements since it's immaterial.
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JORDAN STEEL COMPANY
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NOTLES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS {(continued)
FOR THE PERIOD ENDED SEPTEMBER 30, 2021
(EXPRESSED IN JORDANIAN DINAR)

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
consolidated 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., ACCOUNTS RECEIVABLES AND CHECKS UNDER COLLECTION

2021 2020

Accounts Receivables - 4,001,209 3,865,119
Checks under collection — short term 2,803,173 3,440,398
Expected credit losses (1,609,415) (1,621,117)
5,194,967 5,684,400

* The total balance of checks under collection at amount of 3,776,283JD is pledged of to the Arab
Banking Corporation in return of banking facilities and loans.

5. PREPAID EXPENSES AND OTHER RECEIVABLES

2021 2020
Due from sales tax 55 me oo A 2,621,072 3,110,130
Sales Tax Department Claim (Court case)* 2,230,814 © 2,230,814
Refundable deposits 696,282 910,282
Due from employees 8,881 2,030
Due from Income Tax 296,932 302,381
Claims of the Social Security Corporation - Workers' injuries 29,470 29,466
Prepaid expenses 49,223 26,938
Deposits 497,000 _ 497,000
Insurance of bank guarantees ' 118,250 118,250
Others 20,839 38,698
Provision for impairment of other receivables : C(23,637) (23,637)
6,545,126 7,242,352

*The Company's claim of sales tax refunds on behalf of the Al - Etlaf Company for Iron and Steel
Industry (Subsidiary company), and the case is still pending in court with the Income and Sales
Tax.

6. ACCOUNTS PAYABLE AND DEFERRED CHECKS

2021 2020

Accounts payable 9,340,092 7,991,463
Deferred checks 484,890 691,200
9,824,982 8,682,663
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7. ACCRUED EXPENSLES AND OTHER PAYABLES

_ 2021 2020

Accrued expenses 200,412 35,260
Due to shareholders 1,264,674 1,264,674
Income Tax Provision 32,433 32,433
Pension Fund Deposit 293,040 - 235,865
Due to social Security 201,430 358,463
Provision of labor Litigations 37,396 43,902
Due toEmployees 11,992 15,843
End of service benefits Provision 10,707 10,707
Due to Income Tax Denartiment -emplovess 32,217 15,633
Others 10,117 2,113
2,094,418 2,014,893

8. SHARE PREMIUM AND RESERYVS

Share premium
The amounts in this account represent those received and resulting from the difference between the
issue price and the par value for the result of share capital increase during the year.

Statutory reserve

[n accordance with the Companies' Law in the Hashemite Kingdome of Jordan and the Company's
Article of Association, the Company has established a statutory reserve by the appropriation of
10% of net income until the reserve equals 100% of the capital. However, the company may, with
the approval of the General Assembly to continue to deduct this annual ratio until this reserve is
equal to the subscribed capital of the Company in full. This reserve is not available for dividend
distribution, The General Assembly is entitled to decide, in its unusual meeting, to amortize its
losses by the accumulated statuary reserve if all other reserves pay off, to rebuild it again in
accordance with the law.
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9. COST OF SALES

Cost of the materials used in the production
Industrial expenses

Water, electricity and fuels

Salaries, wages and other benefits
Consumable parts , maintenance and chemical materials
Depreciation

Health insurance and treatments

Vehicles expenses and transportation

Fees and Licenses

Insurance expenses

Stationery and prints

Mail, telegraph and phone

Property tax

Samples Inspection

Others

Cost of goodsmanufactured

Goods at the-beginning of the period
Goods at the ending of the period

18

September 30, September 30,
2021 2020
2,348,592 4,101,181
492,338 369,289
1,184,282 1,066,237
1,103,905 528,021
326,691 283,217
110,850 100,70¢
24,957 35,699
13,782 16,013
7,688 11,662
1,486 1,146
1,199 1,743
31,726 36,716
622 1,100
: 9,917 5,403
5,658,035 6,558,133
249,515 - 428,715
(20,491) (184,156)
5,887,059 6,802,692
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10. GENERAL AND ADMINISTRATIVE EXPENSES

September 30, September 30,

2021 2020

Salaries ,wages and other benefits 217,473 265,063
Company’s contribution in social security 25,073 18,068
Company’s contribution inPension Fund 2,906 2,493
Government fees, licenses and subscriptions 17,698 24,905
Professional and Legal fees : 80,550 . 50,765
Litigation Fees ' -31,090 49,878
Utilities 3,432 4,011
Vehicles expensesq . _ 3.660 4.463
Health insurance and treatments 10,024 322
Maintenance 1,562 3,132
Travel and transportation 180 579
Donations 550 =
Board of Directors transportation : 18,250 13,821
Telephone and post 3,714 2,612
Research and Development 450 450
Insurance - 1,789
Stationery and prints 6,710 1,151
Advertising . 420 180
Hospitality and cleaning 3,638 1,603
Computer Supplies 3,770 843
Other 85 2,185
431,235 448,313

11. 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 debts and shareholders equity balances. The Company's strategy
doesn't change from 2020,

Structuring of Company’'s capital includes debt which includes borrowing, and the owners' equity in
the Company which includes share capital, statutory reserve, partners' current account and
accumulated losses as it listed in the changes in owners' equity statement.

The management of the financial risks
The Company's activities might be exposed mainly to the followed financial risks:

Management ol the foreign currencies risks
The company is not exposed to significant risks related to foreign currency price changes, so there
is no need to effective management for this exposure.

Vanagement 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.
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Other price risk

The Company is exposed to price risks resulting from its investments in owners' equiiy o other

companies. The Company keeps investments in other company’s owner's equity for strategic
purposes and not for trading purposes, and the Company has no trading activity in those
investments.

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 that has a good reputations and have been controlled from control parties.

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

12. THE IMPACT OF THE SPREAD OF CORONA VIRUS (COVID 19) ON THE
COMPANY

The spread of the new Corona virus (Covid-19) occurred at the beginning of 2020 and its outbreak
in several geographical regions around the world causing disruptions to economic activities and
business. The company believes that this event does not affect any fundamental changes in the
financial position of the company, and accordingly, the company does not expect material effects to
occur on its operations in the Kingdom, which represent the total of its operations, in the event that
things return to normal after the (Covid-19) phase. *

The administration and those responsible for governance will continue to monitor the situation in all
geographical areas in which the company operates and provide stakeholders with developments in
accordance with the requirements of regulations and regulations. In the event of any material
changes in the current conditions, additional disclosures will be submitted or amendments will be
approved in the company's financial statements,

13. COMPARTIVE FIGURES _ : :
Certain figures for 2020 have been reclassified to confirm. presentation for the period ended on
September30, 2021.
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