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ISLAMIC INTERNATIONAL ARAB BANK

INTERIM CONDENSED FINANCIAL STATEMENTS

For THE PERIOD ENDED 31 MARCH 2018

{REVIEWED UNAUDITED}



Ernst & Young Jordan
P.0.Box 1140
Amman 11118

Building a better LGET

working world Tel: 00962 6580 0777/00 962 6552 6111
Fax: 00 962 6553 8300
www.ey.com/me

ReVIEW REPORT ON THE INTERIM CONDENSED FINANCIAL STATEMENTS
To THE BOARD OF DIRECTORS OF ISLAMIC INTERNATIONAL ARAB BANK
AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed financial statements of ISLAMIC
INTERNATIONAL ARAB BANK (the “Bank®) as at 31 March 2018, comprising of interim condensed
statement of financial position as at 31 March 2018 and the related interim condensed statements of
income, other comprehensive income, changes in owners' equity, cash flows, and sources and uses
of funds of Al Qard Al Hasan Fund for the three months period then ended and explanatory notes. The
Board of Directors is responsible for the preparation and presentation of these interim condensed
financial statements accordance with Islamic Shari'a rules and principles as determined by Sharia
Supervisory Board of the Bank and the financial accounting standards issued by the Accounting and
Auditing Organization for Islamic Financial Institutions (AAOIFI). Our responsibility is to express a
conclusion on these interim condensed 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 of the Entity". A
review of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Accounting and Auditing
Standards for Islamic Financial institutions and consequently does not enabie us to obtain assurance
that we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed financial statements are not prepared, in all material respects, in
accordance with the Shari'a rules and principles as determined by the Shari'a Supervisory Board of
the Bank and the Accounting Standards issued by the Accounting and Auditing Organization for Isiamic
Financial Institutions (AAIOFI).

Amman - Jordan
25 April 2018 M—k



ISLAMIC INTERNATIONAL ARAB BANK
INTERIM STATEMENT OF FINANCIAL POSITION
As AT 31 MARCH 2018

ASSETS

Cash and balances at the Central Bank

Balances at banks and financial institutions

Deferred sales receivables and other receivables — Net
Deferred sales receivables through income statement
liara muntahia bittamleek assets — Net

Financial assets at fair value through shareholders’ equity - Self
Financial assets at fair value through joint investment accounts
holder's equity

Financial assets at amortized cost — Net

investments in real estates

Qard Al - Hasan loans — Net

Property and equipment — Net

Intangible assets — Net

Deferred tax assets

Other assets

TOTAL ASSETS

LIABILITIES

Banks and financial institutions accounts

Customers' current accounts

Cash margin

Other provisions

Provision for income tax

Deferred tax liabilities

Other liabilities

TOTAL LIABILITIES

Joint Investment Accounts Holders' Equity
Unrestricted investment accounts

Total Jaint Investment Accounts Holder's Equity
INVESTMENT RISK FUND

Investment Risk Fund
Provision for income tax on Investment Risks Fund

SHAREHOLDERS' EQUITY
Paid-up capital

Statutory reserve

Voluntary reserve

General banking risks reserve
Fair value reserve - net
Retained earnings

Profit for the period

Total Shareholders’ Equity
Total Liabilities Joint Investment Accounts Holders and
Shareholders’ Equity

Restricted investiments

Wakalah investments

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (21) CONSTITUTE AN INTEGRAL PART OF THESE INTRIM

31 March 31 December
Notes__ 2018 2017
{Unaudited) {Audited)
JD JD
4 544,403,412 588,819,337
5 20,354,865 21,546,641
6 726,718,565 701,820,133
7 - -
8 634,825,852 620,283,994
5,435,924 5,498,759
198,366 198,366
g 38,031,458 38,096,056
10 21,143,957 21,508,775
31,307,914 27,695,418
18,602,647 18,758,098
439,564 473,854
2,749,345 2,678,427
11,717,680 4,701,307
2,055,929,549 2,052,079,165
1,927,871 257,629
11 693,830,270 706,073,699
32,350,164 35,652,339
2,876,608 2,745,846
12 12,777,350 12,003,114
205,182 227,174
35,452,680 29,378,103
779,420,125 786,337,904

1,076,719,981

1,061,579,579

13 1,076,719,981

1,061,579,579

14 26,729,312 26,983,673
14 2,820,915 2,594,950
29,550,227 29,578,623
100,000,000 100,000,000
25,735,842 25,735,842
4,262,322 4,262,322
882,000 882,000
381,051 421,895
31,281,000 43,281,000

7,697,001 -
170,239,216 174,583,059
2,055,929,549  2,052,079,165
159,618,213 131,706,967
33,616,277 32,320,657

CONDENSED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.



ISLAMIC INTERNATIONAL ARAS BANK
INTERIM INCOME STATEMENT
FOR THE THREE MONTH ENDED FOR THE 31 MARCH 2018 (UNAUDITED)

31 March
Note 2018 2017
JD JD

Deferred sales revenue 11,634,771 10,526,665
Revenue from financing investments - 3,147
Revenue from financial assets at amortized cost 283,483 255,383
Net (expense) from Investment in Real Estate (193,596) (166,102)
Revenue from ljara muntahia bittamaleek assets 12,280,626 11,176,355
Ju'alah commissions 99,397 86,566
Total Revenue from Joint Investments Accounts 24,104,681 21,882,014
Unrestricted investment accounts share (5,019,301)  (4,574,818)
Investment risks fund share (2,410,468) (2,188,201)
gL o it
Bank's revenue from its own investments 5,036 7.874
Bank’s share in restricted investment profit as Mudarib and rab mal 108,511 44,307
Bank's share in restricted investment profit 42,211 22 460
as agent (Wakeel)
Gains from foreigh currencies 377,704 414,765
Banking services revenue 2,439,307 2,205,441
QOther revenue 73,676 82,741
Gross Income 19,719,357 17,896,583
Expenses
Employees’ expenses 5,181,349 4,834,656
Depraciation and amortization 721,410 728,932
Other expenses 2,106,135 2,298,616
Depreciation of ljara muntahia bittmaleek assets 5,264 7,874
Provisions for impairment of deferred sales receivables - 17,000
Other provisions 130,762 105,000
Total Expenses 8,144,920 7,992,078
Profit before tax 11,574,437 9,904,505
Income tax expense 12 3,877,436 3,466,577
Profit for the period 7,697,001 6,437,928

Earnings per Share - Basic / Diluted 0.077 0.064

THE ACCOMPANYING NOTES FROM NO. {1} TO NO. (21} CONSTITUTE AN INTEGRAL PART OF THESE INTRIM
CONDENSED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.




ISLAMIC INTERNATIONAL ARAB BANK
INTERIM STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE MONTH ENDED FOR THE 31 MARCH 2018 (UNAUDITED)

31 March
2018 2017
JO JD

Profit for the period 7,697,001 6,437,928
Comprehensive Income ltems:
Add: other comprehensive income net at tax which will not reclassified
to the income statement in future periods
Change in the fair value reserve — net at tax (40,844) 106,615
Total Comprehensive Income for the period attributed to the

bank's shareholder 7,656,157 6,544,543

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (21} CONSTITUTE AN INTEGRAL PART OF THESE INTRIM
CONDENSED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.
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ISLAMIC INTERNATIONAL ARAB BANK
INTERIM STATEMENT OF CASH FLOWS

FOR THE THREE MONTH ENDED FOR THE 31 MARCH 2018 (UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES:
Profit before tax

Adjustments to Non- Cash_ltems:

Depreciation and amortization

Depreciation of investment in real estate

Depreciation of ljara muntahia bittamaleek assets

Provision for impairment of deferred sales receivables and self-financing

Investment Risks Fund

Other provisions

Effect of exchange rate fluctuations on cash and cash equivalents
Net cash from operating activities before change in the working
capital

Change in working capital ltems

{Increase) in deferred sales receivables and other receivables
Decrease in financing investments

{Increase} in liara muntahia bittamaleek assets

{increase) Decrease in other assets

{increase) in Qard Al - Hasan loan

{Decrease} in customers’' current accounts

{Decrease) increase in cash margins

Increase {decrease) in other liabilities

Net Cash used in Operating Activities before Tax and Provisions Paid

Provisions paid

Tax paid

Net Cash (used in) Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES:

Sale {purchase) of financial assets at amortized costs = Nel
Sale {purchase) of investment in real estates
{Purchase) of property and equipment

{Purchase) of intangible assets

Net Cash used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:

(Decrease) increase in joint investment accounts holders’ equity
Distributed dividends

Net Cash Flows from (used in} Financing Activities

Effect of exchange rate fluctuations on cash and cash equivalents
Net (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalenis - beginning of the Year

Cash and cash equivalents - End of the Period

Non cash operations
Investment in real estates resulted from revoke ljara contracts

31 March 31 March
Note 2018 2017
JD JD
11,574,437 9,904,505
721.410 728,932
200,216 182,601
16,297,117 14,712,008
- 17,000
2,410,468 2,188,201
130,762 105,000
(2,968) (2,108)
31,331,442 27,836,139
{26,546.127) {46,317,022)
- 26,540
(30,838.975) (31,436,637)
{7.053,775) 7.655.512
{3.612,496) (1,478,832)
{12,243,429) (9,592,018)
(3,302,175) 2,588,555
6,096,691 (2,323,598)
(46,168,844) (53,041,361)
e {1.769)
(3.950,000) (3,202,868)
(50,118,844) (56,245,990}
64.598 (10.965,750)
164,602 {515,119
(506,370) {370,746)
(25,299) -
(302,469) {11,851,655)
15,140,402 (21,165,931}
{12,000,000) -
3,140,402 {21,165,931)
2,968 2,108
{47.277.,943) {89,261,476)
610,108,349 664,848,105
15 562,830,406 575,566,629
164,602 (515,119}

THE ACCOMPANYING NOTES FROM NO. (1} TO NO. (21) CONSTITUTE AN INTEGRAL PART OF THESE INTRIM
CONDENSED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.



ISLAMIC INTERNATIONAL ARAB BANK

INTERIM STATEMENT OF SOURCES AND USES OF AL — QQARD AL — HASAN FUND

FOR THE THREE MONTH ENDED FOR THE 31 MARCH 2018

Beginning Balance for the period/ year
Sources of the fund

Shareholders' equity

Total sources of fund for the period/ year

Uses of Fund'’s Sources

Personal advances
Visa Revolving Card

Total uses for the period /year

Total balance
Currents and overdraft accounts
Less: Impairment provision

Balance at the End of the Period / Year — Net

THE ACCOMPANYING NOTES FROM NO, (1) TO NO. (21) CONSTITUTE AN INTEGRAL PART OF THESE

31 March 31 December
2018 2017
JD JD
{Unaudited} {Audited)
27,348,846 18,532,292
(9,179,347) (28,011,687)
(9,179,347) (28,011,687)
639,183 1,773,492
12,242,635 35,054,749
12,881,818 36,828,241
31,051,317 27,348,848
617,586 681,757
(360,989) (335,185)
31,307,914 27,695,418

INTRIM CONDENSED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.
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1. General

Islamic International Arab Bank is Public Shareholding Company incorporated in Jordan during
1997, in accordance with companies law No {12) of (1997). Its main branch located in Amman.

The Bank provides all banking, financial, and investment activities that comply with Islamic
Shari'a standards through its headquarters and its 42 branches inside the Kingdom. The Bank's
aclivities are subject to the provisions of the Banks' Law in force.

The Islamic International Arab Bank is wholly owned by the Arab Bank.

The financial statements have been approved by the Bank's Board of Directors in its Meeting
Session no. {3) held on April 25, 2018,

2. Significant Accounting Policies

Basis of Preparation of the Interim Condensed Financial Statements:

The accompanying interim condensed financial statements of the Bank have been prepared in
accordance with the Financial Accounting standards issued by the Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI), and in conformity with the applicable
laws and regulations of the Central Bank of Jordan.

The financial statements are prepared on the historical cost basis except for financial assets at
fair value through shareholders’ equity and sales receivables through the statement of income,
which are recognized at fair value at the date of the financial statements.

The Bank applies the standards issued by the Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIFI).

The interim condensed financial statements have been presented in Jordanian Dinars (JD)
which is the functional currency of the Bank.

The interim condensed financial statements do not contain all information and disclosures for
annual financial statements prepared in accordance with Sharia’ rules and principles determined
by the Bank's Sharia Supervisory Board and in accordance with Financial Accounting Standards
issued by Accounting and Auditing Organization for Istamic Financial Institutions (AAOIF1) and
it shall be read in conjunction with the Bank's annual report as of 31 December 2017. In addition,
the results for the three months period ended 31 March 2018 do not necessarily indicate the
expected results for the year ended 31 December 2018 and no appropriation was made for the
three months profit ended 31 March 2018 since it is made at year-end.
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
31 MARCH 2018

3. Uses of Estimates

Preparation of the interim condensed financial statements and application of accounting policies
require the Bank's Management to perform estimates and assumptions that affect the amounts
of financial assets and financial liabilities, fair value reserve and disclosure of contingent
liabilities. These estimates and assumptions also affect the revenue, expenses and provisions
as well as the changes in fair value reported in the statement of comprehensive income. In
particular, the Bank's Management is required to make significant judgments for estimating the
amounts and timing of future cash flows. Moreover, the said assessments are necessarily based
on several assumptions and factors with varying degrees of consideration and uncertainty.
Furthermore, the actual results may differ from the estimates due to the changes resulting from
the conditions of such estimates in the future. In the opinion of management, the estimates used
in the financial statements are reasonable.

A provision for lawsuits raised against the Bank is taken based on a legal study prepared by the
Bank's legal advisor. The study highlights potential risks that the Bank may encounter in the
future. Such legal assessments are reviewed periodically.

A provision for impairment in the facilities self-financed by the Bank is taken based on
assumptions approved by the Bank's Management in respect of estimating the provision.
Moreover, the results of these bases and assumptions are compared with the provision to be
taken by virtue of the instructions of the Central Bank of Jordan. The more stringent resuits are
approved in compliance with the !slamic Accounting and Auditing Organization of Financial
Institutions.

The financial year is charged with its share of the income tax expense in accordance with the
accounting regulations, laws and standards; and the necessary tax provision is calculated.

Management carries out a periodical review of financial assets recorded at cost to estimate any
impairment in their value. This impairment (if any) is recorded in the statement of income
for the year.

Fair value measurement

The standard requires determination and disclosure of the level in the fair value hierarchy into
which the fair value measurements are categorized in their entirety, segregating fair value
measurements in accordance with the levels defined in IFRSs. The difference between level (2)
and level (3) of the fair value measurements, i.e., assessing whether the inputs are observable
and whether the unobservable inputs are significant. This may require judgement and careful
analysis of the inputs used to measure fair value, including consideration of factors specific to
the asset or liability.
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
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Useful lives of tangible and intangible assets

Management estimates the useful lives of tangible and intangible assets upon initial
recognition. Mareover, Management periodically re-assesses the useful lives of tangible
and intangible assets to calculate annual depreciation and amortization based on the
general status of such assets and the estimates of the productive activities expected in the
future. The impairment loss (if any) is charged to the statement of income.

The factors that affect the estimated useful lives of tangible and intangible assets include
Management's estimates for the period in which the Bank is expected to use these assets
as well as technological development and obsolescence.

The difference between the useful lives of tangible and intangible assets and Management's
estimates significantly affect the depreciation expense and the gain/ loss arising from their
disposal.

Management periodically revaluates the real estate within the investments in real estate
portfolio, and a provision is taken for any impairment in their value within the investment
risks Fund. Moreover, the portfolio is within the joint investment whereby building within
such portfolio are depreciated at 10% per annum.

4. Cash and balances with Central Bank

- Restricted Statutory cash reserve amounted to JD 110,374,195 as of 31 March 2018,
(JD 110,040,526 as of 31 December 2017).

-~ Except for the restricted statutory cash reserve there are no restricted cash balances as
of 31 March 2018 and 31 December, 2017.

5. Balances at banks and financial institutions

The details of this item are as following:

Local Banks and Foreign Banks and Financial

Financial Institutions tnstitutions Total
31 March 31 December 31 March 31 December 31 March 31 December
2018 2017 2018 2017 2018 2017
{Unaudited) {Audited) {Unaudited) {Audited) {Uraudited) {Audited)
JD JD JD JO JD JO
Current and call accounts 15.488,211 16,502,514 4,866,654 5.044 127 20,354,865 21,546 641
15,488,211 16,502,514 4,866,654 5,044,127 20,354,865 21,546,641

- There are no restricted cash balances as of 31 March 2018 and 31 December 2017,
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6. Deferred Sales Receivables and other Receivables - Net

The details of this item are as follows:

Joint Self Total
31 March 31 December 31 March 31 December 31 March 31 December
2018 207 2018 2017 2018 2017
JD JD JD JO JD JD
(Unaudited} {Audited)

Indlviduals {retail)
Murabaha to purchase
order 242,705,079 236,475,444 . - 242705079 236,475,444
Ju'alah guarantees 3.464,391 3,261,533 . . 3.464,391 3,261,533
Receivables — ljara
muntahia bittamaleek 656,608 1,006,396 - - 656,606 1,006,396
Real estate finances 158,177,960 142,998,279 - - 158,177,960 142,998 279
Corporates
International Murabaha 149,033,936 148,314,301 463.486 480,117 149,497 422 148,774, 418
Murabaha to purchase
order 196,800,889 189,178,642 3,343,180 3.356,003 200,144,069 192,534,645
Recelvables — ljara
muntahia biltamleek 1.852,618 1,291,047 . - 1,852,618 1,291,047
Small and Medium
Enterprise
Murabaha to purchase
order 49,861,609 50,938,587 . - 49,861,609 50,938,587
Ju'alah guarantees 8,518 9,785 - . B.518 8,785
Receivables - ljara
muntahia bitmaleek 664,018 540,065 7.780 B,585 671,758 548 650

Total 803,225,624 774,014,079 3.814.448 3.824,705 807,040,070 777.838,784
Less: Deferred revenue 63,188,472 60,789,048 -1 ] 1,189 §3.189.371 60,790,217
Impairment provision 12,631,232 10,808,780 3,466,419 3,492,223 16,097 651 14,301,003
Revenues in suspense 1.017.923 911,067 16.560 16,364 1.034,483 927 431
Net Deferred Sales
Recelvables and Other 726,387,997 701,505,184 320,568 314,949 726,718,565 701,820,133
Recelvables
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Proviston impairment of deferred receivables, financing investment, ljara {lease —to—- Own) and Al-Qard Al-
hasan loans - Self owned

The following is the movement on the provision for impairment;

Small and
Medium
31 March 2018 ( Unaudited) Individuals Corporates  Enterprises Total
JD JD JD JD
Balance at the beginning of the period 233,702 3,454,810 138,896 3,827,408
Settlements during the period 14,284 (31,085) 16,801 -
Balance at the End of the period 247,986 3,423,725 155,697 3,827,408
Provision for impairment of non- performing
sales receivables on a single client basis 246,820 3,417,817 154,212 3,818,849
Provision for impairment of under watch-list
sales receivables on a single client basis 1,166 5,908 1,485 8,559
Balance at the End of the Period ] 3,423,725 X (] 3,827,408
31 December 2017 {Audited)
Balance at the beginning of the year 139,886 3,506,664 89,858 3,736,408
Deducted from the profits - 91,000 - 91,000
Settlements during the year 93,816 (142.6854) 49,038 -
Balance at the End of the Year 233,702 3,454,810 138,896 3,827,408
Provision for impairment of non- performing
sales receivables on a single client basis 231,656 3,448,773 138,875 3,819,304
Provision for impairment of under watch-list
sales receivables on a single client basis 2,046 6,037 21 8,104
Balance at the End of the Year 233,702 3,454,810 138,896 3,827,408

- The total general banking risks reserve for receivables and self-financing amounted to JD 862,000
as at 31 March 2018 (JD 882,000 as at 31 December 2017).

- The total provisions prepared for debts calculated on the single client basis have been disclosed.
- The amount of the provisions no longer required due to settlements or re-payment of debts and

transferred against receivables and other finances amounted to JD 234,230 as at 31 March 2018
(JD 1,922,659 as at 31 December 2017).
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Revenue in Suspense

The following is the movement on the revenue in suspense:

Self - financed

Corporates

31 March 2018 31 December 2017

{(Unaudited) {Audited)
JD JD
Balance at the beginning of the period! year 16,364 15,105
Add: Revenue in suspense during the period/ year 196 1,288
Less: Revenue in suspense transferred to income - (29)
Balance at the End of the Period/ Year 16,560 16,364
Joint
Real Small &
Estate Medium
Individuals  Finances Corporates  Enterprises Total
31 March 2018 (Unaudited) JD JO JD JD JD
Balance at the beainnina of the oeriod 144,429 47,781 336,001 362,856 911,067
Add: Revenue suspended during the period Al 2,416 91,536 15,396 132,065
Less: Revenue in suspense reversed to income (18,668) (2517) N (4.024) (25.209)
Settlement during the year (6.107) N N LB )
Balance at the End of the Period 142,371 47,680 427,537 400,335 1,017,923
31 December 2017 (Audited)
Balance at the beginning of the year 120,520 45,436 319,093 395,110 880,159
Add: Revenue suspended during the year 81,733 10,352 61,804 218,427 372,316
Less: Revenue in suspense reversed to income (57.,824) (8.007) {44 ,896) {230,681) (341,408)
Balance at the End of the Year 144,429 47,781 336,001 382,856 911,067

7. Deferred Sales Receivables through the Statement of Income

The sales receivables through the statement of income amounted to
JD 6,513,267. The bank has taken a full provision on sales receivables through the statement
of income that amounted to JD 6,513,267
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Total due ljara installments amounted to JD 3,181,022 as at 31 March 2018 (JD 2,846,083 as at
31 December 2017). Moreover, due ljara balances were disclosed within the deferred sales
receivables and other receivables (Note 6).

Non-performing ljara muntahia bittamaleek amounted to 938,918 JD i.e., %0.1 of the balance of
ljara lease-to-own as at 31 March 2018 (JD 816,682 i.e., 0.1% as at 31 December 2017),
Non-performing ljara muntahia bittamaleek after deducting revenue in suspense amounted to JD
434,821 i.e. %0.1 of the balance of ljara muntahia bittamleek as at 31 December 2017 (JD 335,017
-i.e. 0.1% as at 31 December 2017).

Non-performing deferred sales receivables and other receivables, financings, ljara muntahia
bittamaleek and Qard Al - Hasan amounted to JD 24,426,735 - i.e. 1.8% of the balance of deferred
sales receivables and other receivables, financings, ljara muntahia bittamaleek and Qard Al -
Hasan for the period (JD 21,640,418 - i.e. 1.1% as at 31 December 2017).

Non-performing deferred sales receivables and other receivables, financings, ljara muntahia
bittamaleek and Qard Al - Hasan after deducting revenues in suspense amounted to JD 23,392,252
- i.e. 1.6% of the balance of deferred sales receivables and other receivables, financings, ljara
muntahia bittamleek and Qard Al - Hasan after deducting revenue in suspense (JD 20,712,987 -
i.e. 1.5% of the balance granted at the end of the previous year).

9. Financial Assets at amortized cost

The details of this item are as follows:

Joint
31 March 2018 31 December 2017
JD JD
{Unaudited) {(Audited)
Islamic sukuk quoted in the market 27,945 658 28,010,256
Islamic sukuk not quoted in the market 10,085,800 10,085,800
38,031,458 38,096,056
10. Investment in Real estate
The details of this item are as follows:
Jaint
31 March 2018 31 December 2017
JD JD
(Unaudited) {Audited)
Investment in real estate 27,759,854 27,924,456
Accumulated Depreciation (2,099,722) (1,899,506)
Provision for impairment (4,516,175) (4,516,175)
21,143,957 21,508,775

Building within the real estate portfolio above are depreciated under the straight - line method at a rate of 10%.
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11.  Customers’ Current Accounts

The details of this item are as follows:

31 March 2018 {Unaudited)

Small and

Medium Government and
Individuals Corporates enterprises Public Sector Total
JD JD JO JD JD
Current accounts 541,636,235 41,860,705 105,675,853 4,657,477 693,830,270
Total 541,636,235 41,860,705 105,675,853 4,657,477 693,830,270
31 December 2017 (Audited)
Smali and
Large Medium Govemment and
Individuals Companies Companies Public Sector Totat
JD JD JD JD
Current accounts 548,672,457 43,501,500 109,301,605 4,698,137 706,073,699
Total 548,572,457 43,501,500 109,301,605 4,698,137 706,073,699

The deposits of the Government of Jordan and public sector inside the Kingdom amounted to JD 4,657 477
as at 31 March 2018- i.e. 0.68% of the total customers’ current accounts (JD 4,698,137 as at 31 December

2017 i.e. 0.67%).

Restricted deposits amounted to JD 4,791,646 as at 31 March 2018 - i.e. 0.7% of the total customers' current

accounts (JD 4,828,492 as at 31 December2017 - i.e. 0.68%).

Dormant accounts amounted to JD 10,453,781 as at 31 March 2018 {(JD 9,336,289 as at 31 December 2017).

12. Provision for Income Tax

a. Provision for Income Tax

The movement on the income tax provision is as follows:

Balance at the beginning of the period/ year
Income tax paid during the period/ year

Income tax paid for pervious years
Accrued income tax expense for current period/ year income

Balance at the End of the period/ year

31 March 31 December
2018 2017
JD JD
{(Unaudited) (Audited)
12,003,114 10,204,258
(3,136,717) (12,892,799)
- {97,270)
3,910,953 14,788,925
12,777,350 12,003,114
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b. _The income tax balance presented in the income statement consists of the following:

31 March 31 March
2018 2017
JD JD

(Unaudited) (Unaudited)

Income tax for the period 3,910,953 3,461,383
Deferred tax assets for the period 12,250 41,944
Amortization of deferred tax assets (45,767) (36,750)
Total 3,877,436 3,466,577

- Afinal settlement was reached with the Income and Sales Tax Department until the end of the year
2015. Moreover, the tax return for the period 2016 and 2017 was submitted and the declared taxes
were paid but not yet reviewed by the Income and Sales Tax Department.

. The accrued income tax for the period ended 31 March 2018 was calculated in accordance with
the Income Tax Law in force.

13. Unrestricted Investment Accounts
The details of this item are as follows:

Small and Government
Medium and Public

Individuals Corporates  enterprises Sector Total
31 March 2018 (unaudited) JD D Jo JD JD
Saving accounts 237,428,487 910,380 2,278,251 48,445 240,665,573
Time deposits 656,291,774 76,966 601 58,820,647 39,715,278 831,794,300
Total 893,720,261 77876991 61,098,896 39,763,723 1,072,459,873
Depaositors’ share of the
investment returns 3,338,255 364,549 457 405 $9,899 4,260,108

Total Joint Investment Accounts 897,058,516 78,241,540 61,566,303 39,863,622  1,076,718,981

31 December2017 (audited}

Saving accounts 241,101,112 443,217 3,023,277 47,146 244,614,752
Time deposits 627.686,284 75672225 55,824,618 39,013,403 798,196,530
Total 868,787,396 76,115442 58,847 885 39,060,549 1,042,811,282
Depositors’ share of the

investment returns 14,403,029 2.444 867 1,170,914 749,487 18,768,297

Total Joint Investment
Accounts 883,190,425 78,560,309 60,018,808 39,810,036 1,061,579,579

- The joint investment accounts participate in profits based on the following:
- 30% from the monthly balance of saving accounts.
- B5% of the lowest balance of time deposits.

-10 -
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14.

The restricted accounts amounted to JD 1,264,367 as at 31 March 2018

(JD 1,290,432 as at 31 December 2017).

The joint investment accounts of the Government of Jordan and Public Sector inside the
Kingdom amounted to JD 39,863,622 as at 31 March 2018- i.e. at 3.7% of the total joint
investment accounts (JD 39,810,036 as at 31 December 2017-i.e. 3.7%).

Dormant accounts amounted to JD 2,732,678 as of 31 March 2018 (JD 2,561,621 as at 31

December 2017).

Investment Risk Fund

The movement on the Investment Risk Fund is as follows:

31 March 31 December
2018 2017
JD JD
{Unaudited) {Audited)
Balance at the beginning of the period/year 42,313,499 36,061,933
Add: Transferred from joint investment revenue for the
Period / year - Statement of Income 2,410,468 9,206,478
Transferred of Investment risk fund - 261,239
Balances seftlement - 1,392
Difference in transaction of foreign currencies 1,287 4,725
Less: income tax (843,664) {3,222,268)
Balance at the End of the period/year 43,881,590 42,313,499
The Fund's income tax item represents the following:
31 March 31 March
2018 2017
JD JD
{Unaudited) (Unaudited)
Accrued income tax on the transferred amounts from
investment revenues 881,064 3,233,085
Deferred tax assets (46,223) (130,310)
Amortization of deferred tax assets 8,823 119,493
843,664 3,222,268

g [
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b. The Balance of the Investment Risk Fund is distributed as follows:

31 March 31 December
2018 2017
JD JD
{Unaudited) {Audited)
Against impairment of deferred sales receivables (Note 6) 12,631,232 10,808,780
Against impairment in investments in real estate 4,516,175 4,516,175
Against impairment in foreclosed assets 4,871 4,871
Remaining Balance {undistributed) 26,729,312 26,983,673

- Deduction of 10% of the gross revenue of the joint investment accounts continues to be made until
the Investment Risk Fund balance reaches 200% of the Bank's authorized and paid-up capital.

- The remaining balance represents the undistributed portion over the joint investments accounts.

The movement on the tax of the Investment Risk Fund is as follows:

31 March 31 December
2018 2017
JD JD
{Unaudited) {Audited)
Balance at the beginning of the period/year 2,594,950 2,279,185
Less: Income tax paid (655,099} {2,915,928)
Add: Accrued income tax for the period/year 881,064 3,233,085
Settlement balances - (1,392}
Balance at the End of the periodlyear 2,820,915 2,694,950

. A final settlement was reached with the Income and Sales Tax Department until the end of the year
2015. Moreover, the tax return for the year 2016 and 2017 was submitted and the declared taxes
were paid but not yet reviewed by the income and Sales Tax Department.

15. Cash and Cash Equivalent

The details of this item are as follows:

31 March 31 March
2018 2017
JD JD

{Unaudited) (Unaudited)
Cash and balances with the Central Bank maturing

within three months 544,403,412 549,027,115
Add: Balances at banks and financial institutions
maturing within three months 20,354,865 27,133,576
Less: Banks and financial institutions’ accounts maturing
within three months (1,927,871) (574,062)
562,830,406 575,586,629

_12_



ISLAMIC INTERNATIONAL ARAB BANK
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
31 MarcH 2018

16. Balances and Transactions with Related Parties

The Bank conducts transactions with shareholders, members of the Board of Directors, Executive
Management, and Sister Companies in the ordinary course of its business using the Murabaha and

commercial commissions rates.

The foliowing is a summary of the transactions with related parties:

Tolak
Subsidisries  Member Of
ArabBank  Members of the Shari'a 3
(Parent of the Parent Supervisary  Executive 31 March Oecember
Company) Board Companies Board Management 2018 2017
Statement of Financlal Positlon ltems: Jo JB Jo Jo Jo Jo Jo
(Unaudited) {Audiled)
Balances with banks and financlal
institutions 15,886,684 S - - - 15,806,604 17,286,621
Intemational Murabaha (commodities
investment) 113,354,136 - . - - 113,354,136 107,071,059
Mudaraba financings - - - - - - -
Banks’ and financial institutions accounts 263,702 . - - - 263,702 255616
Joint investment accounts and current
accounts - 17,285 - 32,761 1,166,034 1,216,080 BB6,604
Financial assets at fair value through
shareholders’ equity managed by
sister company . - 5,435,924 - - 5,435,924 5,498,759
Sales receivables and ljara financings . 482,774 - 39,558 1171857 1,694,187 1,580,404
Off balance sheet lems
Guaraniees 12,547 369 - - - - 12,547,369 12,547,369
Intemational Murabaha (Investment in
Commodity} 120,731,175 . - - - 120,731,175 96,558 033
For the three monihs Ended
31 March
Statement of Income ltems: 2018 2017
JD JD
{Unaudited) {Unaudited)
i - 3 ts
Distributed profit — deposils’ accoun . N R . 546 546 139
Received profit - receivables - 5,209 - m 11,887 17,867 22,034
Shares' dividends . . . . . -
Received commissions-off statement of
financial position 15,704 - - - . 15,704 15,669
Salaries and remuneralions * . 6250 . 21,000 710,668 737,918 682,080
Transportation ; 29100 - . 29,100 20,100

The lowest Murabaha rate that the Bank received was (3%}, and the highest Murabaha rate was
(5.4%). Meanwhile, the lowest dividends distribution rate in JD was 2.879%, and the highest rate

of dividends distribution was 2.948%.

All financings granted to related parties are performing, and consequently, no related provisions

have been booked.

The Central Bank of Jordan Circular No. 4676/2/10 regarding the definition of Executive

Management has been implemented.
-13 -
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NOTES TO THE INTER!M CONDENSED FINANCIAL STATEMENTS
31 MAE-I 2018

17. Information about the Bank's Business Sectors

a. Information about the Bank’s Activities

The Bank is organized, for administrative purposes, whereby the sectors are measured in
accordance with the reports used by the Bank's Executive Manager and decision-maker through
the following four major sectors:

Individual {Retail) Banking

This includes following up on the joint investment accounts, deferred sales receivables, financings,
credit cards and other services.

Companies Banking

This includes following up on the joint investment accounts, deferred sales receivables,
financings, credit cards and other banking services.

Treasury

This sector includes providing trading and treasury services and management of the Bank's
funds.

=14 -
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
31 MARCH 2018

The following represents information about the Bank’'s business sectors distributed according to
activities (amounts in 000 JD):

Total

For the three months
Ended 31 March

Retail Corporates  Treasury Others 2018 2017

JD Jb JD JD JD JD
{Unaudited)  (Unaudited)

Gross income (Joint and Self) 11,245 9,330 1,549 - 22,124 20,077
Share of Investment Risks Fund - {2,410) - - (2.410) (2,188)
impairment in value of sales
receivables and other receivables - - - - - (17}
Business Seclor Results 11,245 6,920 1,549 - 19,714 17,872
Undistributed expenses (3,031) (929) {68) (4.111) {8.140) (7.967)
Profit before Tax B 214 5,991 1,480 {4,111) 11,574 9,905
Income tax (2,752) (2,007) (496) 1,378 (3.877) (3.467)
Proﬁt for the period 5,462 3,984 984 (2,733) 7,697 6,438
Segment's assets Joint 842,68, 427,197 731,396 - 2001276 2,004,066
Undistributed assets to the sector - - - 54,653 54,653 48,013
Total Segment's Assets 842,683 427,197 731,396 54,653 2,055,929 2,052,079
Segment’s Liabilities Joint
Investment
Equity and Risks Fund 1,443,983 385,646 1,928 - 1,831,557 1,830,547
Undistributed Liabilities to the
Sectors Joint Invesiment Equity
and Risks Fund - - - 54,133 54,133 46,949
Total Segment’s Liabilities 1,443,983 385,646 1,928 54,133 1,885,690 1,877,496
2018 2017
JD JD

(Unaudiled) {Unaudited)

Depreciation and Amortization 425 1 £ 205 724 729
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
31 MarcH 2018

18. Commitmants and Contingent Liabilities {Off — Statement of Financial Position}

Credit Commitments and Obligations

31 March 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Letters of credit 27,018,067 25,781,677
Acceptances 6,355,920 5,882,171
Letters of Guarantee:
Payment 24,077,158 25,322,405
Performance 13,354,403 17,324,851
Others 12,008,746 13,864,772
Unutilized limits 167,684,686 179,014,133

Total 250,498,980 267,190,009

19. Lawsuits against the Bank

There are lawsuits raised against the Bank amounting to JD 1,242,945 with an impairment
provision of JD 43,567 as at 31 March 2018 (JD 1,210,168 as at 31 December 2017 with an
impairment JD 43,567). Based on the opinion of the legal consultant, no additional amounts will
be claimed from the Bank in respect of those lawsduits.

20. Fair Value Measurement

The standard requires determining the level and disclosure of the fair value hierarchy into which
the fair value measurements are categorized in their entirety, segregating fair value
measurements in accordance with the levels defined in IFRSs. The difference between level (2)
and level (3) of the fair value measurements, i.e., assessing whether the inputs are observable
and whether the unobservable inputs are significant. This may require judgement and careful
analysis of the inpuls used to measure fair value including consideration of factors specific to
the asset or liability.
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a. The Bank's Fair Value of Financial Assets and Financial Liabilities Measured at Fair Value on a
Recurring Basis:

Some of the Bank's financial assets and financial liabilities are measured at fair value at the end
of each financial period. The following table gives information about the method of determining
the fair value of such financial assets and financial liabilities (valuation techniques and key

inputs)

Valuation Relationship of
Techniques  S9nficant  ynopservable
Fair Value and uncbservabl Inputs 1o Fair
Fair Value as at Hierarchy Kev (nouls e Inputs Value
Financial Assels / Financial 31 March 31 December
Liabilities 2018 2017
JO JO
{Unaudited) {Audited)
Financial Assets at Fair Value:
Financial Assets at Fair Value
through Shareholders’ Equity
Quoted
rates in the
Financial
Quocted in the market Shares 5,435,924 5,498,759 Level 1 Markets Not Applicable Not Applicable
Not quoted in the market shares 198,366 198,366
Total 5,634,290 5,697,125

There were no transfers between Level (1) and Level (2) during the first quarter of 2018 and 2017.

b. The Bank's Fair Value of Financial Assets

on a Recurring Basis:

and Financial Liabilities Not Measured at Fair Value

Al g ] g —

Except for what is detailed in the table below, we believe that the carrying amounts of the
financial assets and financial liabilities presented in the Bank's financial statements approximate

their fair values:

31 March 2018

31 December 2017

Book Value Fair Value Book Value Fair Value Level
JD JD JD JD
(Unaudited) (Unaudited} (Audited) {Audited)

Financial Assets not Calculated at
Falr Value
Deferred sales receivables 726,718,565 726,862,248 701,820,133 701,944,709 Level2
Investments in real estate 21,143,957 24,118,346 21,508,775 24 118,346 Level2
Financial assets al amortized cost 38,031,458 38,384,351 38,096,056 38,435,924 Level1
Total fi lal ts not calculated
Total financial sssets not caleuate 785,093,980 789,364,045 761,424,964 764,498,979
Financial Liabllities not calculated at
Fair Value
Customers' current and unrestricted
accounts 1,770,550,251 1,777.226,667 1,767,653,278 1 773,677,099 Level 2
Cash margins 32,350,164 32,517,138 35,652,339 35,827,797 Level2

Total FInanclal Liabilities not
Calculated at Falr Value

1,802,900,415

1,809,743,805

1,803,306,617

1,809,504,896
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31 MARCH 2018

Regarding the items described above, the fair value of the financial assets and liabilities has been
determined for Levels (2) and (3) in accordance with the generally accepted pricing models which
reflect the credit risk with the parties dealt with.

(21) _ Financial _Accounting Standard 30 “Impairment, credit losses and onerous
commitments”. Standards issued and not yet effective

Accounting and Auditing Organization for Islamic Financial Institutions (AAIOFI) has issued the
Financial Accounting Standard 30 “Impairment, credit losses and onerous commitments”. The
standard specifies the accounting treatment of impairment and credit losses for financing and
investments and onerous commitments in the Islamic financial institutions. The standard’s
requirements related to credit losses are highly similar to the requirements of International Financial
Reporting Standard 9 (IFRS 8). The standard is effective for annual periods beginning on or after
1 January 2020, and early adoption is permitted.

According to Banking Law, Article 55, an Islamic bank shall maintain an account in an investment
risk fund to cover any losses in the joint investment accounts by deducting a percentage specified
by central bank of Jordan, not less than 10% of the investment earnings realized by various joint
investments carried out during the year.

Applying FAS 30 might require amending some law articles, or obtaining a legal opinion that allows
the Islamic financial institution to use the remaining balance of the Investment Risk fund to cover
any shortage in the calculated provisions according to the standard.

Noting that the application of FAS 30 would not have a significant financial effect on the financial

statements as of 31 December 2017 in case the surplus in the investrment risk fund was allowed to
be used.
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