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Attached the company's Semi- Annual Report of
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Kindly accept our highly appreciation and respect
Societe Generale De Banque — Jordanie

General Manager's Signature
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Report on the Review of the Condensed
Consolidated Interim Financial Statements

AM/ 81701

To the Chairman and the Members of the Board of Directors
Societe Generale De Banque - Jordanie

(A Public Limited Shareholding Company)

Amman - Hashemite Kingdom of Jordan

Introduction

We have reviewed the accompanying condensed consolidated interim statement of financial
position of Societe Generale De Banque - Jordanie (a Public Limited Shareholding Company) as
of June 30, 2018 and the related condensed consolidated interim statements of income and
comprehensive income, changes in owners’ equity and cash flows for the six-month period then
ended, and a summary of significant accounting policies and other explanatory notes.
Management is responsible for preparation and fair presentation of this condensed interim
financial information in accordance with International Accounting Standards No. 34. Our
responsibility is to express a conclusion on these condensed consolidated interim financial
statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. A review of condensed consolidated interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters in the bank, and
applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with International Standards on Auditing and consequently does
not enable 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 condensed consolidated interim financial information is not prepared, in all
material respects, in accordance with amended International Accounting Standard (34) relating
to interim financial reporting.




Deloitte

Other Matters

1,  The financial year for the bank ends in December 31, of each year, the accompanying
condensed consolidated interim financial statements have been prepared for the purposes
of the Central Bank of Jordan, Jordan securities commission in the Hashemite Kingdom of
Jordan and for management purposes only.

2. The accompanying condensed consolidated interim financial statements are a translation
of the statutory condensed consolidated interim financial statements in Arabic language
to which reference is to be made.

Amman - Jordan Deloitte £ ¥oucne ‘i“"";i_n}
August 30, 2018 Deloitte & Tough (M-E.) ~ Jordan ,
010103




SOCIETE GENERALE DE BANQUE - JORDANIE

(A PUBLIC LIMITED SHAREHOLDING COMPANY)

AMMAN — HASHEMITE KINGDOM OF JORDAN

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

Assets:
Cash and balances at central banks

Balances at banks and financial institutions
Deposits at banks and financial institutions

Direct credit facilities-net

Financial assets at fair value through other

comprehensive income

Financial assets at amortized cost - net
Pledged financial assets

Property and equipment - net
Intangible assets — net

Deferred tax assets

Other assets

TOTAL ASSETS

LIABILITIES AND OWNERS' EQUITY
LIABILITIES:

Banks and financial institutions deposits
Customers deposits

Cash margins

Borrowed funds

Other provisions

Provision for income tax

Deferred tax liabilities

Other liabilities

TOTAL LIABILITIES

OWNERS' EQUITY:

EQUITY - BANK SHAREHOLDERS:
Authorized and paid-up capital
Statutory reserve

Voluntary reserve

General banking risks reserve
Falr value reserve

Retained earnings

Profit for the period

TOTAL EQUITY - BANK'S SHAREHOLDERS
TOTAL LIABILITIES AND OWNERS' EQUITY

THE ACCOMPANYING NOTES CONSTITUTE AN INTE
CONSOLIDATED INTERIM FINANCIAL STATEMENTS A

June 30, 2018
(Reviewed Not

December 31,

Note Audited) 2017
D D
5 173,678,013 104,736,046
6 58,829,875 63,860,393
7 42,393,343 33,252,161
8 692,853,722 650,649,448
9 560,755 521,392
10 265,283,804 273,310,111
10 187,090,000 187,090,000
22,866,647 22,492,720
1,200,623 1,279,571
3,567,218 1,134,764
11 15,892,252 13,724,717
1,464,216,252  1,352,051,323
15,190,066 14,815,157
12 1,187,066,197 1,081,981,986
92,415,244 88,545,916
13 24,909,155 15,216,312
108,674 46,500
14 1,869,175 2,808,923
484,282 404,959
15 20,296,748 14,139,549
1,342,339,541 1,217,959,302
29 100,000,000 100,000,000
30 11,627,577 11,627,577
100,000 100,000
- 4,965,272
16 (216,078) (212,001)
17 6,656,280 17,611,173
3,708,932 -
121,876,711 134,092,021

1,464,216,252

1.352,05),;323

WITH THE ACCOMPANYING REVIEW REPORT.
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GRAL PART OF THESE CONDENSED
ND SHOULD BEREAD WITH THEM AND




SOCIETE GENERALE DE BANQUE - JORDANIE

(A PUBLIC LIMITED SHAREHOLDING COMPANY)

AMMAN - HASHEMITE KINGDOM OF JORDAN

CONDENSED CONSOLIDATED INTERIM STATEMENT OF INCOME

(Reviewed Not Audited)

Interest income
Interest expense
Net Interest Income
Net commission income
Net Interest and
Commission Income

Foreign currency income

Gain on sale of financial assets
at amortized cost

Cash dividends from financial
assets at fair value through other
comprehensive income

Loss on sale of financial assets at fair
value through profit or loss

Other income

Gross Income

Expenses:
Employees expenses
Depreciation and amortization
Other expenses
(Release) provision of expected credit
losses
Provision against seized assets
Other provisions
Total Expenses
Profit for the Period before Income
Tax Expense
Income tax expense

Profit for the Period

Basic and diluted earnings per share
for the Period

For t'he Three Months
Ended June 30:

For the Six Months
Ended June 30:

Note 2018 2017 2018 2017
D D 1D D
18 20,173,805 15,442,964 39,617,583 30,495,089
19 (15,826,652) (10,386,783) (30,249,374) (19,718,717)
4,347,153 5,056,181 9,368,209 10,776,372
414,197 481,071 889,070 797,909
4,761,350 5,537,252 10,257,279 11,574,281
337,701 217,165 573,533 440,688
- : - 1,341,275
19,000 13,000 19,000 13,000
- 17,117 . 17,117
599,603 542,025 1,123,416 988,848
5,717,654 6,326,559 11,973,228 _ 14,375,209
1,585,744 1,465,958 3,164,802 2,921,935
366,770 318,010 733,144 639,360
1,365,385 1,263,854 2,747,799 2,561,124
20 233,030 295,368  (447,549) 695,175
- (248,332) - (257,801)
24,649 (22,215) 68,659 (21,494)
3,575,578 3,072,643 _ 6,266,855 _ 6,538,299
2,142,076 3,253,916 5,706,373 7,836,910
14 (746,800) (1,136,879) _(1,997,441) _(2,744,936)
1,395,276 _ 2,117,037 _ 3,708,932 _ 5,091,974
21 0.014 0.021 0.037 0.051

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED
CONSOLIDATED INTERIM FINANCIAL STATEMENTS AND SHOULD BEREAD WITH THEM AND

WITH THE ACCOMPANYING REVIEW REPORT.
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SOCIETE GENERALE DE BANQUE - JORDANIE
(A PUBLIC SHAREHOLDING COMPANY)
AMMAN — HASHEMITE KINGDOM OF JORDAN
CONDENSED CONSOLIDATED INTERIM
STATEMENT OF COMPREHENSIVE INCOME

(Reviewed Not Audited)

For the Three Months For the Six Months .= |
Ended June 30« Ended June 30,
2018 2017 2018 2017 |
D JD D D
Profit for the period

1,395,276 2,117,037 3,708,932 5,091,974

Items not subsequently transferable to condensed
interim consolidated statement of income:

Change in fair value reserve - Net

(12,231) (40,770) (4,077) (130,462)
Total Comprehensive Income for the Period 1,383,045 2,076,267

3,704,855 4,961,512

[

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED
CONSOLIDATED INTERIM FINANCIAL STATEMENTS AND SHOULD BEREAD WITH THEM AND
WITH THE ACCOMPANYING REVIEW REPORT.

- 5 -
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SOCIETE GENERALE DE BANQUE - JORDANIE
(A PUBLIC LIMITED SHAREHOLDING COMPANY)
AMMAN — HASHEMITE KINGDOM OF JORDAN
CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

COUONDENSED LUINSWEILIAL L L 1 = =

(Reviewed Not Audited)

Note

OPERATING ACTIVITIES

Profit before income tax

Adjustments for:

Depreciation and amortization

(Release) provision of expected credit losses 20
Loss from sale of property and equipment

(Galn) from sale of financlal assets at amortized cost

(Galn) from sale of financial assets at fair value through profit and loss

Other provisions

Effect of exchange rate differences on cash and cash equivalent

Cash flows from operating activitles before Changes in Assets and Liabilities

Decrease (Increase) In Assets:

Deposlits with banks and other financial Institutions (maturing after more than 3 months)
Direct credit facilities - Net

Other assets

Increase (Decrease) in Llabilitles:

Customers’ deposits

Banks and financial institutions’ deposits (maturing after more than 3 months)

Cash margins

Other llabllities

Net Cash Flows from (used In) Operating Activitles before Income Tax paid

Pald from other provisions

Income tax paid 14
Net Cash Flows from (used in) Operating Activities

INVESTING ACTIVITIES

(Purchase) of financial assets at amortized cost

(Purchase) of financial assets through profit and loss

(Purchase) of financial assets at fair value through other comprehensive Income
Proceeds from maturing financlal assets at amortized cost

proceeds from sale of financlal assets at amortized cost

Proceeds from sale of financial assets at fair value through profit and loss
(Purchase) of property and equipment

Proceeds from sale of property and equipment

(Payments) of the purchase of property and equipment

(Purchase) of intanglble assets

Net Cash Flows from Investing Activities

FINANCING ACTIVITIES

Proceeds from loans and borrowings
Repayment of loans and borrowings
Cash dividends

Net Cash flows from (used In) FInancing Activities

Net Increase In cash and cash equivalent
Effect of exchange rate differences on cash and cash equlvalents
Cash and cash equivalents, beginning of the period

Cash and Cash Equivalents, End of the Period 22

For the Six Months
Ended June 30:

2018 2017
1D D
5,706,373 7,836,910
733,144 639,360
(447,549) 695,175
E (437)
- (1,341,275)
2 (17,117)
68,659 (21,494)
(420,006) (298,325)
5,640,621 7,492,797
(10,861,204) 1,301,850
(50,523,545) (14,516,861)
(2,167,535)  (3,114,516)
105,084,211 7,894,852
4,962,796  (5,000,000)
3,869,328  (6,315,257)
5,933,333 716,287
61,038,005 (11,540,848)
(6,485) (792)
(2,879,627) __ (5,303,266)
59,051,893 (16,844,906)
- (23,017,316)
- (4,074,928)
(43,440) (130,320)
8,012,212 22,885,372
- 37,241,721
. 4,092,045
(96,253) (183,906)
- 760
(923,318) (550,704)
(8,556) (20,550)
6,940,645 36,242,174
11,644,192 2,891,401
(1,951,349)  (3,749,192)
(7,500,000)  (7,000,000)
2,192,843  (7,857,791)
68,185,381 11,539,477
420,006 298,325
151,143,104 196,812,022
219,748,491 208,649,824

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS AND SHOULD BEREAD WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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SOCIETE GENERALE DE BANQUE - JORDANIE
(A PUBLIC SHAREHOLDING COMPANY)
AMMAN — HASHEMITE KINGDOM OF JORDAN
NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS
(REVIEWED NOT AUDITED)

. General

Societe Generale De Banque - Jordanie ("the Bank") was established as a financial
real estate investment company on 22 April 1965 in accordance with Jordanian
Companies Law No (55), and it was transferred to investment bank during 1993 in
accordance with companies’ law No. (1) for the year of 1989.

The Bank provides its banking services through its 17 branches located in the Kingdom
of Jordan. The bank has no branches outside the Kingdom.

The paid up capital amounted to JD 100,000,000 each having a par value of JD 1 as
of 30 June 2018 and 31 December 2017.

The Bank's shares are traded on Amman Stock Exchange.

The condensed interim consolidated financial statements were approved by the Bank's
Board of Directors in their meeting dated July 19, 2018 and its subject to Central Bank

of Jordan approval.

Basis of Preparation of the Condensed Consolidated Interim Financial Statements

The condensed consolidated interim financial statements of the Bank were prepared
as of June 30, 2018 in accordance with International Accounting Standard Number
(34) (Condensed Interim Financial Statements), and Central Bank of Jordan

regulations.

The condensed consolidated interim financial statements are prepared in accordance
with the historical cost principle, except for financial assets / financial liabilities which
are stated at fair value at the date of the condensed interim financial statements.

The condensed consolidated interim financial statements are presented in Jordanian
Dinar, which is the Bank's functional currency.

The accompanying condensed consolidated interim financial statements do not include
all the information and disclosures to the financial statements required in the annual
financial statements, which are prepared in accordance with International Financial
Reporting Standards. Moreover, the results of the Bank's operations for the six-months
period ended on June 30, 2018 do not necessarily represent indications of the expected
results for the year ending December 31, 2018.The appropriation of the profit of the
six months ended June 30, 2018 wasn't done, which is usually performed at year end.

Change in Accounting Poilicies:

The accounting policies adopted in preparing the condensed consolidated interim
financial statements is consistent with those applied in the year ended December 31,
2017 except for the effect of the adoption of the new and revised standards which are

applied on or after the first of January of 2018 as follow:




New and revised IFRS in issue but not yet effective on the condensed consolidated
interim Financial statements of the Bank:

Annual Improvements to IFRS Standards 2014 — 2016 The improvements include the
amendments on IFRS 1 and IAS 28 and they are effective for annual periods beginning

on or after January 1, 2018.

Amendments to IFRS 2 Share Based Payment
The amendments are related to classification and measurement of share based

payment transactions and they are effective for annual periods beginning on or after
January 1, 2018.

Amendments to IFRS 4 Insurance Contracts
The amendments relating to the different effective dates of IFRS 9 and the forthcoming

new insurance contracts standard and they are effective for annual periods beginning
on or after January 1, 2018.

IFRIC 22 Foreign Currency Transactions and Advanced Consideration
The interpretation addresses foreign currency transactions or parts of transactions

where:

« there is consideration that is denominated or priced in a foreign currency;

o the entity recognises a prepayment asset or a deferred income liability in respect
of that consideration, in advance of the recognition of the related asset, expense or
income; and

o the prepayment asset or deferred income liability is non-monetary.

The interpretation is effective for annual periods beginning on or after January 1, 2018,

Amendments to IAS 40 Investment Property
These amendments show when the entity shall transfer (reclass) a properity including
investment under proccess or develoment to, or from, investment property.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single comprehensive model
for entities to use in accounting for revenue arising from contracts with customers.
IFRS 15 will supersede the current revenue recognition guidance including IAS 18
Revenue, IAS 11 Construction Contracts and the related interpretations when it

becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods
or services. Specifically, the standard introduces a 5-step approach to revenue

recognition:

Step 1: Identify the contract(s) with a customer,

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.

Under IFRS 15, an entity recognises when (or as) a performance obligation is satisfied,
i.e. when ‘control’ of the goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive guidance has been
added in IFRS 15 to deal with specific scenarios. Furthermore, extensive disclosures

are required by IFRS 15.




IFRS 15 may be adopted retrospectively, by restating comparatives and adjusting
retained earnings at the beginning of the earliest comparative period. - Alternatively,
IFRS 15 may be adopted as of the application date on January 1, 2018, by adjusting
retained earnings at the beginning of the first reporting year (the cumulative effect
approach).

Amendments to IFRS 15 Revenue from Contracts with Customers

The amendments are to clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations, and licensing) and to provide some
transition relief for modified contracts and completed contracts.

The Amendments are effective for annual periods beginning on or after January 1,
2018,

Amendments to IFRS 7 Financial Instruments: Disclosures
The amendments are related to disclosures about the initial application of IFRS 9.

IFRS 7 Financial Instruments: Disclosures

The amendments are related to the additional hedge accounting disclosures (and
consequential amendments) resulting from the introduction of the hedge accounting
chapter in IFRS 9. The Amendments are effective when IFRS 9 is first applied.

Amendments effective on the condensed consolidated interim financial statements of
the Bank

IFRS 9 Financial Instruments
IFRS 9 issued in November 2009 introduced new requirements for the classification

and measurement of financial assets. IFRS 9 was subsequently amended in October
2010 to include requirements for the classification and measurement of financial
liabilities and for derecognition, and in November 2013 to include the new
requirements for general hedge accounting. Another revised version of IFRS 9 was
issued in July 2014 mainly to include a) impairment requirements for financial assets
and b) limited amendments to the classification and measurement requirements by
introducing a ‘fair value through other comprehensive income’ (FVTOCI) measurement
category for certain simple debt instruments.

A finalised version of IFRS 9 which contains accounting requirements for financial
instruments, replacing IAS 39 Financial Instruments: Recognition and Measurement.
And a new version of the new standard includes the requirements of recognition,
measurement, impairment and hedge accounting.

The final version of IFRS 9 relating to financial instruments was replaced which relates
to the credit loss model incurred in accordance with IAS 39 Financial Instruments:
Recognition and Measurement, replacing a model for expected credit losses. The
Standard includes a business model for debt instruments, loans, financial liabilities,
financial guarantee contracts, deposits and receivables, but does not apply to equity

instruments.

The implementation was applied retrospectively in compliance with IFRS (9)
furthermore, the company didn't adjust the comparative figures. The effect of this
implementation was recognised in January 15t , 2018 through retained earnings in the

statemet of change in equity.

In case there is a low credit risk to the financial asset at the date of initial application
of IFRS (9), the credit risk relating to the financial asset is considered to have not been
changed substantially since its initial recognition.

In accordance with IFRS 9 Financial Instruments the expected credit losses are
recognized at an early date in accordance with IAS 39.

- 10 -




The revised version of IFRS 9 (2014) (Financial Instruments) includes a classification
mechanism for financial assets and liabilities. IFRS 9 requires all financial assets to be
classified based on the entity's business model for managing the financial assets and
the contractual cash flow characteristics of the financial asset.

There is no material difference in the. classification of financial assets and liabilities
arising from the adoption of IFRS 9 for the year 2014,

IFRS 9 Implementation Impact For the Year 2014

The impact of the implementing the changes in accounting policies to the interim
condensed financial statements of the Company as of January 1, 2018 is as follows:

Fair Value Fair Value
according to according to
IAS 39 IFRS 9 Change
D D D
Balances at banks and financial institutions 63,860,393 63,754,341 (106,052)
Deposits at banks and financial institutions 33,252,161 31,921,165 (1,330,996)
Financial assets at amortized cost 460,400,111 460,386,016 (14,095)
Direct credit facilities - net 650,649,448 641,591,042 (9,058,406)
Deferred tax assets 1,134,764 4,925,564 3,790,800
Other Liabilites 14,139,549 14,460,855 321,306
General banking risks reserve * 4,965,272 - (4,965,272)
Retained earnings 17,611,173 9,191,008 (8,420,165)

*® On June 6, 2018, the Central Bank of Jordan issued a new regulation No. 13/2018, in
which it requested the transfer of the General Banking Risk Reserve balance to the
retained earnings to offset the effect of IFRS 9 on the openning balance of the retained
earnings account as of 1 January 2018. The regulation also instructs that the balance
of the general banking risk reserve shoud be restricted and may not be distributed as
dividends to the shareholders or used for any of purposes without prior approval from

the Centrel Bank of Jordan .
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Basis of Condensed Consolidated Interim Financial Statements Consolidation:

The condensed consolidated interim financial statements include the interim financial
statements of the Bank and controlled subsidiaries. Control exists when the Bank has
the power to control the financial and operating policies of the subsidiaries in order to
obtain benefits from their activities. All transactions, balances, revenue and expenses
between the Bank and its subsidiaries are eliminated.

The Bank owns the following subsidiaries as of June 30, 2018:

Paid up Bank Date of
Company Name Capital Ownership  Establishtion Location
D %
Societe Generale 750,000  Brokerage ' Tordai
Brokerage Company Services 100 2006
Societe Generale 5,000,000 Leasing Jordan
Leasing Company Services 100 2017

The results of operations of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss from the date the Bank gains
control until the date the Group ceases to control the subsidiary.

The financial statements of the subsidiary are prepared for the same reporting year as
that of the Bank, using consistent accounting policies. If the subsidiary has a different
accounting policy than the bank, necessary adjustments will be reflected to match the

bank’s accounting policies.

Accounting Estimates

Preparation of the accompanying condensed consolidated interim financial statements
and the application of accounting policies require from the Bank’'s management to
estimate and assess some items affecting financial assets and liabilities and to disclose
contingent liabilities. These estimates and assumptions also affect income, expenses,
provisions and expected losses provision, and the financial assets valuation reserve,
and in a specific way, it requires the Bank's management to estimate and assess the
amounts and timing of future cash flows. The aforementioned estimates are 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 arising from the conditions and circumstances of those estimates in the future.

Management believes that the estimates used in the condensed consolidated interim
financial statements are reasonable and consistent with the estimates used by the
Bank’s in preparing the consolidated financial statements for the year 2017 except for

the following:

Changes in Accounting Policies and Significant Estimates and Judgements

The key changes to the Bank's accounting policies resulting from the adoption of
IFRS 9 (Financial Instruments) are summarized below. The comparative financial
information has not been restated as per its requirements.
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Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured
at amortized cost (AC), fair value through other comprehensive income (FVOCI) and
fair value through profit or loss (FVTPL). IFRS 9 classification is generally based on the
business model in which a financial asset is managed and its contractual cash flows.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ model.
The new impairment model also applies to certain loan commitments and financial
guarantee contracts but not to equity investments. Under IFRS 9, credit losses are

recognised earlier than under IAS 39.

Key changes in the Bank's accounting policy for impairment of financial assets are
listed below that requires significant judgment and estimates:

The Bank applies a three-stage approach to measuring expected credit losses (ECL)
on financial assets carried at amortised cost and debt instruments classified as FVOCI.
Assets migrate through the following three stages based on the change in credit quality

since initial recognition.

Stage 1: 12 months ECL
Stage 1 includes financial assets on initial recognition and that do not have a significant

increase in credit risk since initial recognition or that have low credit risk. For these
assets, 12-month ECL are recognised and interest is calculated on the gross carrying
amount of the asset (that is, without deduction for credit allowance). 12-month ECL is
the expected credit losses that result from default events that are possible within 12
months after the reporting date. It is not the expected cash shortfalls over the 12-
month period but the entire credit loss on an asset weighted by the probability that
the loss will occur in the next 12-months.

Stage 2: Lifetime ECL - not credit impaired

Stage 2 includes financial assets that have had a significant increase in credit risk since
initial recognition but that do not have objective evidence of impairment. For these
assets, lifetime ECL are recognised, but interest is still calculated on the gross carrying
amount of the asset. Lifetime ECL are the expected credit losses that result from all
possible default events over the expected life of the financial instrument. Expected
credit losses are the weighted average credit losses with the life-time probability of

default (‘PD’) as the weight.

Stage 3: Lifetime ECL - credit impaired

Stage 3 includes financial assets that have objective evidence of impairment at the
reporting date in accordance with regulatory requirements. For these assets, lifetime
ECL is recognised and treated with the interests calculated on them, according to
regulatory instructions. When transitioning financial assets from stage 2 to stage 3,
the percentage of provision made for such assets should not be less than the

percentage of provision made before transition.

Key changes to the Significant Estimates and Judgements

Financial asset and liability classification
Assessment of the business model within which the assets are held and assessment of

whether the contractual terms of the financial asset are solely payments of principal
and interest on the principal amount outstanding.

Impairment of financial instruments
Assessment of whether credit risk on the financial asset has increased significantly
since initial recognition and incorporation of forward-looking information in the

measurement of ECL,

= o




Inputs, assumptions and technigues used for estimating impairment

Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased
significantly since initial recognition, the Bank considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes
both quantitative and qualitative information and analysis, based on the Bank's
historical experience and expert credit assessment and including forward-looking

information.

In determining whether credit risk has increased significantly since initial recognition
following criteria's are considered:

1. Specific rating downgrade “One notch downgrade or Two notch downgrade”
2. Facilities restructured during previous twelve months
3. Facilities overdue by specific number of days as at the reporting date

Credit risk grades
Credit risk grades are defined using qualitative and quantitative factors that are

indicative of risk of default. These factors vary depending on the nature of the exposure
and the type of borrower. Exposures are subject to ongoing monitoring, which may
result in an exposure being moved to a moved to a different credit risk grade.

Generating the term structure of Probability of Default (PD)
The Bank employs statistical models to analyse the data collected and generate
estimates of PD of exposures and how these are expected to change as a result of the
passage of time. This analysis includes the identification and calibration of relationships
between changes in default rates and changes in key macro-economic factors, across
various geographies in which the Bank has taken exposures.

Changes to Banks financial risk management objectives and policies

i. Credit Risk Measurement

The estimation of credit exposure for risk management purposes is complex and
requires the use of models, as the exposure varies with changes in market conditions,
expected cash flows and the passage of time. The assessment of credit risk of a
portfolio of assets entails further estimations as to the likelihood of defaults occurring,
of the associated loss ratios and of default correlations between counterparties. The
Bank measures credit risk using Probability of Default (PD), Exposure at Default (EAD)
and Loss Given Default (LGD). This is similar to the approach used for the purposes of
measuring Expected Credit Loss (ECL) under IFRS 9.

ii. Credit risk grading

The Bank uses internal credit risk gradings that reflect its assessment of the probability
of default of individual counterparties. The Bank uses internal rating models tailored
to the various categories of counterparty. The credit grades are calibrated such that
the risk of default increases exponentially at each higher risk grade,

iii. Credit quality assessments i
Pursuant to the adoption of IFRS 9, the Bank has mapped its internal credit rating
scale to an approved rating scale as of 30 June 2018.

Cash and Balances at Central Banks

Statutory cash reserve amounted to JD 79,531,173 as of June 30, 2018
(ID 70,066,439 as of December 31, 2017).

There are no restricted balances other than the statutory cash reserve as of June 30,
2018 and December 31, 2017.
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. The following represents the movement on balances at Central Banks:

Balance- Beginning of the period
New balances during the period
Settled balances

Transferred to Stage 1
Transferred to Stage 2
Transferred to Stage 3

Balance at the End of the Period

Stage (1) Stage (2) Stage (3) Total
D D D iD
99,000,958 - 99,000,958
70,782,070 - 70,782,070
(1,840,536) e (1,840,536)
167,942,492 . 167,942,492

There are no transfers between the stages (1, 2, 3) or Written off balances during the
six months period ended June 30, 2018.

6. Balances at Banks and Financial Institutions

Non-interest bearing balances at banks and financial institutions amounted to

JD 19,340,000 as of June 30, 2018 (JD 8,345,794 as of December 31, 2017).

- The restricted balances amounted to JD 3,545,000 as at June 30, 2018 (JD 3,545,000

as of December 31, 2017).

= The following represents the movement on the balances at bank and financial

institutions:

Balance - Beginning of the period
New balances during the period
Settled balances

Transferred to Stage 1
Transferred to Stage 2
Transferred to Stage 3

Balance at the End of the Period

Stage (1) Stage (2) Stage (3) Total
D D D D
8,138,579 55,721,814 63,860,393
15,699,585 6,254,249 21,953,834
(2,464,004) (24,424,351) (26,888,355)
21,374,160 37,551,712 58,925,872

The following represents the movement on the expected credit losses for the balances at

bank and financial institutions:

Balance - beginning of the period

Effect of the adaptation of IFRS (9)
Adjusted Beginning Balance

New balances during the period

Settled Balances

Transferred to Stage 1
Transferred to Stage 2
Transferred to Stage 3

Balance at the End of the Period

Net after expected credit losses

Stage (1) Stage (2) Stage (3) Total
D 1D D 1D
8 106,044 - 106,052
8 106,044 - 106,052
- 8,393 = 8,393
(7) (18,441) - (18,448)
1 95,996 - 95,997
21,374,159 37,455,716 - 58,829,875
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7. Deposits at Banks and Financial Institutions

The details of this item are as follows:

Accrued Deposits during the period:

From 3 months to 6 months
More than 6 months to 9 months

More than 9 months to 12 months

More 12 months
Total

June 30, December 31,
2018 2017
JD JD
14,143,495 13,400,161
- 2,127,000
3,392,425 -
26,587,500 17,725,000
44,123,420 33,252,161

The movement on the deposits at banks and financial institutions is as follows:

Stage (1) Stage (2) Stage (3) Total
1D D D 1D
Balance - beginning of the period - 33,252,161 - 33,252,161
New balances during the period - 16,447,913 = 16,447,913

Settled Balances -
Transferred to Stage (1) -
Transferred to Stage (2) =
Transferred to Stage (3) "

(5,576,654)

- (5,576,654)

Balance at the End of the Period =

44,123,420

44,123,420

The movement on the expected credit losses for the deposits at banks and financial

institutions is as follows:

Stage (1) Stage (2) Stage (3) Total
1D i} 1D D
Balance - beginning of the period - - - =
Effect of the adaptation of IFRS (9) - 1,330,996 - 1,330,996
Adjusted Beginning Balance 5 1,330,996 - 1,330,996
New balances during the period - 473,130 - 473,130
Settled Balances - (74,049) - (74,049)
Transferred to Stage (1) = - = -
Transferred to Stage (2) 2 n = =
Transferred to Stage (3) z = - -
Balance at the End of the Period - 1,730,077 1,730,077
Net after expected credit losses - 42,393,343 42,393,343
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8, Direct Credit Facilities - Net
The details of this item are as follows:

June 30, December 31,
2018 2017
JD JD

Consumer
Loans and bills * 76,282,642 69,272,992
Credit cards 1,014,741 1,892,459
Real estate loans 144,735,875 134,308,035
Corporate
Overdrafts 97,965,278 76,494,120
Loans and bills * 207,077,525 214,933,265
Small and Medium Enterprises ("SMEs")
Overdrafts 19,078,914 14,754,986
Loans and bills * 43,978,376 35,138,016
Government and public sector 136,839,699 127,826,858
Total 726,973,050 674,620,731

Less: Expected credit losses / Provision for impairment (18,602,201)

(10,282,930)
(13,688,353)

650,649,448

(15,517,127)
692,853,722

Interest in suspense

Direct Credit Facilities - net

Net after deducting interest and commission received in advance amounted to
JD 723,758 as of June 30, 2018 (JD 722,133 as of December 31, 2017).

Non-performing credit facilities amounted to JD 39,422,416 which is equivalent to
5.42% of total direct credit facilities as of June 30, 2018 (JD 28,253,235 which is
equivalent to 4.19% of total direct credit facilities as of December 31, 2017).

Non- performing credit facilities after deducting interest and commissions in suspense
amounted to JD 23,905,289 which is equivalent to 3.36% of total direct credit facilities
balance after deducting interest and commission in suspense as of
June 30, 2018 (JD 14,564,882 which is equivalent to 2.20% of total credit facilities
balance after deducting interest and commission in suspense as of

December 31, 2017).

Direct credit facilities granted to and guaranteed by the Government of The Hashemite
Kingdom of Jordan amounted to JD 136,839,699 which is equivalent to 18.82% of total
direct credit facilities as of June 30, 2018 (JD 127,826,858 which is equivalent to
18.95% as of December 31, 2017).

There is no suspenses interest against perfoming lons as of June 30, 2018 and
December 31, 2017.
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The movement on the direct credit facilities is as follows:

Balance as of January 1, 2018
New facilities during the period

Settled credit facilities
Transferred to Stage (1)
Transferred to Stage (2)
Transferred to Stage (3)
Written off credit facilities

Balance at the End of the Period

(Reviewed not audited) June 30, 2018

Stage (1) Stage (2) Stage (3) Total

D D D D
602,287,351 44,085,277 28,248,103 674,620,731
157,414,740 10,047,947 4,689,697 172,152,384
(105,280,413) (12,293,356) (226,296) (117,800,065)
(14,628,585) 14,628,585 5
(76,105) (8,634,807) 8,710,912 -
639,716,988 47,833,646 41,422,416 728,973,050

- Provisions that are no longer needed due to settlement or debt repayments and were
transferred against other debts amounted to JD 1,219,340 as of June 30, 2018
(2,970,180 for the year ending 31 December, 2017).

- The Bank has implemented the draft of Central Bank of Jordan's instructions regarding
the application of the IFRS 9 effective January 2018 retroactively and the cumulative
effect of the application of JD 9,058,406 before tax was recognized as an adjustment
to the opening balance of retained earnings as of January 2018.

Direct Credit Facilities impirment Provision:
The movement on the provision of the direct credit facilities is as follows:

Balance as of January 1, 2018
Impact of IFRS (9)

Adjusted balance as of January 1, 2018
Loss on new facilities
Recovered from the loss on new facilities

Transferred to Stage (1)
Transferred to Stage (2)

Transferred to Stage (3)
Balance at the End of the Period

(Reviewed not audited) June 30, 2018

Stage (1) Stage (2) Stage (3) Total
D 1D D D

- 313,166 9,969,764 10,282,930
870,525 8,087,881 - 9,058,406
970,525 8,401,047 9,969,764 19,341,336
994,475 2,642,060 884,664 4,521,199
(88,491) (3,952,503) (1,219,340) (5,260,334)
(446,426) 446,426 - =
(74,284) (3,752,999) 3,827,283 .
1,355,799 3,784,031 13,462,371 18,602,201
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Provision for impairment of direct credit facilities
The movement on the provision for impairment of direct credit facilities is as follows:

Real-estate
Consumer Loans Corporate SMEs Total
For the Period Ending June 30, 2018 D D D D D
Balance - Beginning of the period 5,463,456 1,053,984 24,791 3,740,699 10,282,930
Effect of the adaptation of IFRS (9)* 1r351i098 8501413 614781468 3781'427 9r0581406
Adjusted Beginning Balance 6,814,554 1,904,397 6,503,259 4,119,126 19,341,336
Addition (released) during the period (206,515) 126,048 (1,694,868) 1,036,200 (739,135)
Balance — End of the Period 6,608,039 2,030,445 4,808,391 5,155,326 _18,602,201
For the Year Ended December 31, 2017
Balance - Beginning of the Year 5,035,299 873,374 45,747 3,158,630 9,113,050
Addition (released) 430,939 180,610 (20,956) 582,069 1,172,662
Utilized from provision (debts written off) (2,782) - - - (2,782)
Balance ~ End of the Year 5,463,456 1,053,984 24,791 3,740,699 10,282,930
Individual impairment provision 5,327,834 965,903 - 3,676,027 9,969,764
Collective impairment provision
for watch list debts 135,622 88,081 24,791 64,672 313,166
Balance - End of the Year 5,463,456 1,053,984 24,791 3,740,699 10,282,930
Interest In suspense
The movement of interest in suspense is as follows:
Real-estate
For the Period Ending June 30, 2018 Consumer Loans SMEs Corporate Total
D D D D D
Balance - beginning of the period 7,654,078 1,545,902 4,488,373 - 13,688,353
Add: Suspended interest during the period 1,062,208 14,803 905,452 146,304 2,128,767
Less: Interest transferred to income (204,409) (23,708) (1,622) - (229,739)
Interest in suspense written off (61,182) (7,541) (1,531) : (70,254)
Balance - End of the Period 8,450,695 1,529,456 5,390,672 146,304 15,517,127
Real-estate
For the Year Ended December 31, 2017 Consumer Loans SMEs Corporate Total
D JD D D D
Balance - beginning of the Year 6,621,806 1,276,293 3,328,327 = 11,226,426
Add: Suspended interest during the year 1,983,768 271,509 1,335,760 = 3,591,037
Less: Interest transferred to income (550,784) (1,900) (174,894) - (727,578)
Less: interest in suspense written off (400,712) = (820) - (401,532)
Balance - End of the Year 7,654,078 1,545,902 4,488,373 - 13,688,353
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Direct credit facilities are distributed to geographic location and

provisions and interest in suspense as follows:

ECONOMIC SECTOR

Industry

Trade

Real-Estate

Mining

Financing purchase of shares
Transportation

Financial services

Services and public facilities
Tourism and hotels
Agriculture

Government and public departments

Individuals and others

9, Finanical Assets at Fair value Through Othe

The details of this item are as follows:

Quoted shares in active markets
Unquoted shares in active markets

Total

- Total cash dvidends on the above investmentments
June 30, 2018 (JD 13,000 for

six months ended in
2017.)

10. Financial Assets at Amortized Cost - Net

The details are as follows:

Fianancial assets with no available market pri

Treasury governmental bonds
Corporate bonds

Allowance for impairment losses #

Total financial assets at amortized cost

ces

Analysis of bonds and bills at Fixed Rate

June 30,
2018
D

68,816,949
162,472,743
163,942,313
4,735,008
18,849,058
9,932,617
34,458,714
42,610,203
14,463,688
1,844,373

136,839,699

68,007,685

726,973,050

economic sector befor

December 31,
2017
JD
69,128,024
142,543,395
141,103,301
5,572,779
23,230,980
9,734,047
37,360,077
39,538,001
14,738,141
1,939,157
127,826,858
61,905,971

674,620,731

June 30,
2018
D
191,617
369,138

560,755

r Comprehensive Income

December 31,

2017
D
195,694
325,698

521,392

June 30,
2018
D
255,696,752
10,110,647

(523,595)

265,283,804
265,283,804

was amounted JD 19,000 for the
the six months ended June 30,

December 31,

2017
D
263,705,829
10,113,782

(509,500)
273,310,111

s i Sniiodd
273,310,111

- All financial bonds mature during the years 2018 to 2032,

The movement of financial assets at amo

rtized cost is as follows:

Stage (1) Stage (2) Stage (3) Total
D 1D D D
Balance - beginning of the period 273,310,111 - 509,500 273,819,611
New Balance during the period = - = =
Settled balances (8,012,212) - - (8,012,212)
Transferred to stage (1) = = - "
Transferred to stage (2) = = . .
Transferred to stage (3) - - " -
Total for the Period 265,297,899 : 509,500 265,807,399

—_—

The movement in the expected credit loses of financial assets at amortized cost:

s D =



Balance - Beginning of the period
Effect of the adaptation of IFRS (9)
Adjusted Beginning Balance
New balance during the period
Settled balances
Transferred to stage (1)
Transferred to stage (2)
Transferred to stage (3)

Total for the period

Stage (1) Stage (2) Stage (3) Total
D D D D
= - 509,500 509,500
14,095 - - 14,095
14,095 - 509,500 523,595
14,095 - 509,500 523,595

Pledged Financial Assets
The details are as follows:

Financial assets at amortize

Total

Issuance
Bond Number
Treasury bonds 44/2016
Treasury bonds 40/2016
Treasury bonds 8/2016
Treasury bonds 38/2016
Treasury bonds 11/2016
Treasury bonds 23/2016
Treasury bonds 35/2015
Treasury bonds 44/2015
Total
11. Other Assets
The details are as fo

d cost

187,090,000

June 30, 2018

150,016,083

December 31, 2017

Pledged Pledged
Financial Related Financial Related
Assets Liabilities Assets Liabilities
D D D D
187,090,000 150,016,083 187,090,000 131,595,749

187,090,000 131,595,749

The below bonds have been pled

Bond Balance

1D
1,090,000

13,000,000
15,000,000
22,000,000
25,000,000
33,000,000
28,000,000
50,000,000

[lows:

Accrued interest revenues

Prepaid expenses

Assets siezed - net *

Others
Total

As per the Central
should be sol

circumstances by the Centra

Bank of Jordan instructions the
d within two years of repossession, an
| Bank of Jordan for a ma

Maturity Date

05/10/2026
22/09/2026
01/03/2026
19/09/2026
15/03/2023
20/08/2022
26/10/2022
23/11/2022

187,090,000

Deposit
Deposit for the Social Security Corporation
Deposit for the Social Security Corporation
Deposit for the Social Security Corporation
Deposit
Deposit for the Social Security Corporation

ged against the following:

Pledged against

_ Fedgeddgr® ———

Borrowing from Central Bank of jordan
Deposit for the Social Security Corporation

for the Social Security Corporation

for the Social Security Corporation

June 30, December 31,
2018 2017
1D JD
9,593,881 8,765,490
2,029,550 806,164
3,005,106 2,887,823
1.263,715 1,265,240
”"Eg;gigzjgggi" —13,724,717

= P -

repossessed lands and buildings
d can be extended under specific
ximum of four years.



The following is a summary of asset siezed movement transferred to the bank in return

for impaired debts:

June 30, December 31,
2018 2017
1D JD

Ralance - beginning of the period / year 2,887,823 2,938,357

Additions 117,283 110,699

Disposals - (294,715)

Impairment of assets siezed - (189,734)
Impairment of assets siezed as per the

Central Bank of Jordan instructions @ 319,740

Recovery from the provision of prices drop - 3,476

Total 3,005,106 2,887,823

Details of the provision of impairment of assets siezed is as follows:

June 30, December 31,
2018 2017
D D
‘Balance - beginning of the period / year 605,446 738,927
Additions 2 189,734
Disposals A (323,215)
Total 605,446 605,446

No provision has been made against the siezed assets during the year 2018, accourding to
the instructions issued in this regard by Central Bank of Jordan.
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14. Provision for Income Tax

a. Income tax provision:

The movement on the provision for income tax is as follows:

Balance - beginning of the period / year
Income tax pald

Income tax for the period / year
Balance - End of the Pericd / Year

June 30, December 31,
2018 2017
D D
2,808,923 5,235,192
(2,879,627) (6,285,506)
1,939,879 3,859,237
1,869,175 2,808,923

b. Income tax expense for the period, which appears in the condense consolidated interim statement

of Incomne, consists of the following:

Accrued income tax on the period's Income

Deferred tax assets for the perlod

Deferred tax liabilities for the period
Balance - End of the Period

For the Six Month
perlod Ended June 30,

2018 2017

D D

1,939,879 2,459,475
(21,761) 227,503
79,323 57,958

1,997,441 2,744,936

- Afinal settlement was reached with the Income Tax Department up to the end of the year 2015,

- The Bank has filed Its Income tax return for the years 2016 and 2017 and pald declared Income taxes,

however, the Income Tax Department has not reviewed them stlll.

- Societe Generale Brokerage Company reached a final settlement with Income Tax Department until the

end of 2012 and 2014, and the tax statements for 2013 and 2015 through 2017 were submitted

and the estimated tax was paid. However, the Income Tax Department has not reviewed them still,

- Statutory tax rate for the bank Is %35, Whereas statutory tax rate for the subsidlaries of the

bank Is %24.

15. Other Liabilities

A2, VJLNLT LIS

The detalls of this item are as follows:

Accrued Interest expense

Restricted balances

Checks and payment orders

Interest and commlssmns' recelved In advance
Accrued expenses

Inter- branches settlement

Soclal Securlty and Income tax deposits
Board of Directors remunerations

Pravision for expected credit loss for off Interim condensed
statement of financial position Lt

Other
Total

- 26 -

June 30, December 31,
2018 2017
1D D
12,176,128 7,398,820
2,157,105 2,177,189
2,017,109 1,651,062
337,624 296,735
569,264 930,314
786,595 135,873
257,722 208,932
44,739 89,478
223,866 =
1,726,596 1,251,146
20,296,748 14,139,549




- note on balance movement of indirect credit facilities @

Balance - beginning of the period
New balances during the period
Settled balances

Transferred to stage (1)
Transferred to stage (2)
Transferred to stage (3)

Total for Current Period

+* note on balance movement of the expected credit losses

Balance - beginning of the period
Effect of the adaptation of IFRS (9)
Adjusted Balance as of January i, 2018
New balances during the perlod

Settled balances

Transferred to stage (1)

Transferred to stage (2)

Transferred to stage (3)

Total for Current Period

16. Fair Value Reserve - Net

The details of this item are as follows:

Balance - beginning of the period / year
Change in falr value reserve

Balance - End of the Period [ Year

17. Retained Earnings

The details of this item are as follows:

Balance - beginning of the period / year

Effect of Implementing IFRS 9 - Note 2

Balance - beginning of the period / year (adjusted)
Transfers from reserve

profit for the period / year

Transfers to reserves

Cash dividends

Balance - End of the Period [ Year

nd other liabilities:

Stage (1) Stage (2) Stage (3) Total
o o] o] Jo
172,322,484 5,119,349 5 177,441,833
35,941,827 1,042,454 - 36,984,281
(45,677,515) (2,773,818) - (48,451,333)
< = - -
162,586,796 3,387,985 - 165,974,781
for the indirect credit facilities and other liabilities:
Stage (1) Stage (2) Stage (3) Total
hiv] 10 1o D
285,956 25,350 - 321,306
295,956 25,350 - 321,306
73,109 21,803 - 94,912
(174,852) (17,500) 5 (192,352)
P = - =
194,213 29,653 - 223,866
June 30, December 31,
2018 2017
b1} b[o]
(212,001) {53,000)
(4,077) (159,001)
(216,078) (212,001)
June 30, December 31,
2018 2017
o JD
17,611,173 18,814,955
(8,420 165) -
9,191,008 18,814,955
4,965,272 -
- 7,810,209
- (2,013,991)
(7,500,000) (7,000,000)
6,656,280 17,611,173

= T



- Retained earnings include a restricted amount of 1D 48,831 which represents the effect of the early

adoption of IFRS 9, except for the amounts realized through t

assets, including capitalization or distribution.

he actual selling of the respective

- Retained Earnings include an amount of JD 3,567,218 representing deferred tax assets and,

according to the central hank of Jordan, this amount is restricted from use.

- Retained Earnings include an amount of JD 216,078 representing negative change in fair value

reserve and, according

- In June 6, 2018, the central bank of Jordan issued a new regu

to Jordan Securities Commission,

this amount is restricted from use.

lation No. 13/2018, in which it requested

the transfer of the general banking risk reserve balance to the retained earnings to offset the effect of

IFRS (9) on the openning

balance of the retained earnings account as of 1 January 2018. The regulation

also instructs that the balance of the general banking risk reserve shoud be restricted and may not be

distributed as dividends to the shareholders or used

the centrel bank of Jordan .The bank cannot use

18, Interest Income

106, 1LETSoL 211 "=

The details of this item are as follows:

Direct Credit Facilities:
Retail:

Loans and Bills

Credit Cards

Real Estate Loans

Corporate:
Overdrafts
Loans and Bills
SMEs
Overdrafts
Loans and Bills

Government and public sector

Balances at Central Bank of Jordan
Balances and deposits at banks and financial institutions

Financial assets held to maturity date

a restricte

- 28 -

for any of purposes without prior approval from
d amount of 4.9M 1D.

For the six month

period ended June 30,

2018 2017
1D iD

2,752,514 2,373,717
49,873 43,837
3,573,942 3,074,860
3,444,145 2,241,948
9,167,254 6,985,263
671,692 509,300
1,945,622 547,515
2,169,855 3,247,942
1,346,699 683,377
1,654,560 572,764
12,841,427 10,214,566
39,617,583 30,495,089




19, Interest Expense

The details of this item are as follows:

Banks and financial institutions' deposits
Customers' deposits:

current accounts and demand deposits
Saving deposits

Time deposits

Certificates of deposits

Margin accounts

Loans and borrowings

Deposit guarantee fees

20. Provision of expected credit losses

The details of this item are as follows:

(Recoverd from) provision of expected credit loss of direct facilities

(Recoverd from) provision of expected credit loss of indirect facilities

provision of expected credit loss for balances and deposits at bank
and financial institutions

Total

_29_

For the Six Month

period Ended June 30,

2018 2017

D 1D
312,692 391,346
297,726 294,639
183,520 45,882

25,765,556 15,879,044
468,333 132,652

1,958,989 1,809,155
181,988 44,935

1,080,570 1,121,064

30,249,374 19,718,717

fFor the Six Month

Period Ended June 30,

2018 2017
1D D
(739,135) 695,175
(97,440) -
389,026 -
(447,549) 695,175
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26. Capital adequacy

In addition to subscribed capital, Capital accounts include Statutory reserve,

Retained Earnings, Fair value reserve, General banking risk reserve, and Treasur

requirements of the requlatory authorities regarding capital as follows:

1. The directives of the Central Bank of Jordan regarding the capital adequacy ratio,

Voluntary reserve, Issuance premium,

y stock. The Bank complies with the

which shall not be less than 12%.

2. Commitment to the minimum paid-up capltal of Jordanian banks of not less than 100 million Jordanian Dinars.

3. The Bank's investments in stocks and shares, which shall not exceed 50% of its subscribed capital.

4. Ratlos of Credit limit "credit concentrations” to regulatory capital.

5. The law of banks and companies relating to the deduction of statutory reserv

bank's profits before taxes.

Primary capital items (Tier 1)
Authorized and Paid in capital
Change in Fair value reserve - Net
Statutory Reserve

Voluntary Reserve

Retained Earnings

Add: Profit for the period

Total statutory capital for common shareholders

Regulatory adjustments (deductions from capital)
Intangible assets

Deferred tax assets due to Investments within the first limit (10%)
Net primary capital (Tier 1)

Net Statutory capital (capital Tier 1)

Supplementary Capital (Tier 2)

General banking risk reserve

Provision against debt instruments classified under stage 1
non - controlling interest

Net supplementary Capital (Tier 2)

Regulatory Capital
Total Risk-Weighted Assets

Capital Adequacy Ratio (CET 1)
Statutory Capital adequacy ratio

Supportinative Capital adequacy ratio

Caplita! Adequacy ratio calculated as of June 2018,2017 according to Basel I1I.

e at an amount equal to 10% of the

June 30, December 31,
2018 2017
JD D
100,000,000 100,000,000
(216,078) (212,001)
11,627,577 11,627,577
100,000 100,000
6,656,280 10,111,173
3,708,932 -
121,876,711 121,626,749
1,200,623 1,279,571
3,567,218 1,134,764
117,108,870 119,212,414
117,108,870 119,212,414
- 4,965,272
1,563,443

1,563,443 A065272

118,672,313 124,177,686
653,746,662 640,439,172
18,15% 19.39%
17,91% 18.61%
7.46% 7.86%
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28. Capital management:
a. Description of what is considered as capital
Capital capital is classified into several categories as paid up capital, economic capital
and regulatory capital. The regulatory capital according to the Banking Law defines the
total value of items determined by the Central Bank for regulatory purposes in
accordance with the capital adequacy requirements prescribed by the Central Bank of
Jordan.Regulatory capital consists of two parts. The first part is Primary capital (Tier
1) which consists of paid up capital, declared reserves (including statutory reserve,
voluntary reserve, issuance premium and treasury share premium), and retained
earnings after excluding any amounts subject to any restrictions and non-controlling
interests, less losses for the period, cost of acquiring treasury shares, deferred
provisions subject to the consent of the central bank, Goodwill, and any other
intangible assets. The second part is additional paid-in capital (Tier 2) which consists
of foreign currency translation differences, general banking risk reserve, Hybrid
instruments that have the characteristics of both debt and equity, subordinated debt
and either 45% of fair value reserve if positive or less 100% of fair value reserve if
negative. Another part (Tier3) may be used if the capital adequacy ratio falls below
14% as a result of including market risk in capital adequacy ratio. Investments made
in banks and financial subsidiaries (if their financial statements are not consolidated)
and investments made in the capital of banks and other financial institutions are both

deducted.

b. The requirements of the regulatory bodies reqgarding the capital and how to meet these
requirements
The Central Bank's instructions require that paid up capital at minimum equal 100
million dinars and that the ratio of shareholders' equity to assets not to fall below 6%.
Regarding regulatory capital, directives of the central bank specifies that the ratio of
the ragulatory capital to risk weighted assets and market risk (capital adequacy ratio)
shall not fall below 14% and the Bank takes into consideration reserving those ratios.

- The Bank complies with Article (62) of the Banking Law stating that the Bank shall
deduct annually 10% of its net profits in the Kingdom and shall continue to deduct
until the reserve equals the bank's subscribed capital. This deduction is equivalent to
statutory reserve provided for in the Companies Act.

- The Bank shall comply with Article (41) of the Banking Law, which requires that the
limits determined by the Central Bank relating to the following shall be complied with:

1. Risk ratios for its assets, risk weighted assets, capital components, reserves and
statutory accounts.

2. Ratio of total loans to regulatory capital the Bank Is allowed to grant to a person
and his allies or to the interest of the relevant parties.

3. Ratio of total loans granted to the top ten customers to the total amount of loans
granted by the bank. ‘

C. How to achieve capital management objectives
Capital Management is the optimal use of capital resources to achieve the highest
possible return on capital while maintaining the minimum required by laws and
regulations. The Bank follows a policy of seeking to minimize the cost of funds to the
lowest level possible by finding low-cost sources of funds, working on increasing
customer base and optimal use of the funds in investments that have acceptable risk

to achieve the highest possible return on capital.

29. Capital
The authorized capital is 100 million dinars distributed over 100 million shares that

have a par value of one dinar each as of June 30, 2018 and December 31, 2017.
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Reserves
The Bank did not deduct the statutory reserves for the period as these consolidated
financial statements are concise, the transfer is made at the end of the financial year.

31. Contingent Liabilities and Commitments:
The details of this item are as follows:

June 30, December 31,
2018 2017
D D
Letters of Credit 10,063,151 12,721,097
Acceptances 8,533,570 9,531,254
Letters of Guarantee: 66,840,551 56,189,080
- Payment 21,593,571 19,320,112
- Performance 22,019,000 20,983,936
- Other 23,227,980 15,885,032
Unutilized Facilities 80,537,509 99,000,402
Total 165,974,781 177,441,833

32. lLawsuits

Total claims on the Group amounted to ID 224,222 as of June 30, 2018 (JD 170,993
as of December 31, 2017) and the provisions provided were JD 108,674 as of June
30, 2018 (JD 46,500 as of December 31, 2017). As per the opinion of the Bank's
management and legal counsel, Provisions taken against these claims are sufficient.

33. Subseguent Event

On July 12, 2018, Societe Generale De Banque - Jordanie has signed an agreement
with First Abu Dhabi Bank to acquire its national bank of Abu Dhabi (NBAD) Jordan
dan, and it

business operation. The deal has been approved by the Central Bank of Jor

is expected that will be concluded the acquisition during the last quarter of 2018.
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