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“2” Bank al Etihad

Ref: 3300/117/2018 2018/117/3300 :.3 ,Jf
Date: 30/08/2018 2018/08/30 :@Uﬂ
Jordan Securities Commission adUl 3l 9¥1 fuga 3aludl
Amman Stock Exchange Olee Ao gy Salaul

Subject: Semi- Annual Report as of 30/06/2018 2018/06/30 90 LS soind] dyai yaill £ g0l

Attached the company’s Semi- Annual Report of i (ggiudl wiyas ppdill e Ak dde §dge
Bank Al Etihad As of 30/06/2018, which is «lidl Radlsl anblicll 2018/06/30 ol g4 LeS sles¥|

subject to the Central Bank of Jordan approval. ool @3Sl
Best Regards,,, ceplasdl 3 Jeudy |slindsy

Nadia Al Saeed
Chief Executive Officer
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De IOi tte L Deloitte & Touche (M.E.)
' Jabal Amman, 5! Circle
190 Zakran Street

Amman, P.O. Box 248
Jordan

Tel: +962 (0) 6 550 2200
Fax: +962 (0) 6 550 2210
wiww.deloltte.com

Review Report

AM/ 81688

To the Chalrman and the Members of the Board of Directors
Bank Al Etihad

(A Public Shareholding Company)

Amman - Hashemite Kingdom of Jordan

Introduction

We have revlewed the accompanylng condensed consolidated interim statement of
financial position of Bank Al Etlhad (a Public 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
perlod then ended, and a summary of significant accounting policies and other
explanatory notes. Management Is responsible for preparation and falr presentation of
this condensed Interim financial Informatlon in accordance with IAS (34). Our
responsibillty Is to express a conclusion on these condensed consolldated Interim
financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review
Engagements 2410, “Revlew of Interim Financla! Informatlon Performed by the
Independent Auditor of the Entity”. A revlew of condensed consolidated interim financlal
Information consists of making inquiries, primarlly of persons responsible for financlal
and accounting matters, and applying analytical and other revlew 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 attentlon that causes us to belleve that
the accompanying condensed consolidated interim financlal information is not prepared,
in all materlal respects, In accordance with amended International Accounting Standard
(34) relating to interim financial reporting.



Deloitte.

Other Matters
1.  The flscal year of the Bank ends on December 31, of each year, the accompanying

condensed Interim financial statements are prepared only for the purposes of
management, Jordan Securities Commission and the Central Bank of Jordan.

2. The accompanying condensed Interim financlal statements are a translation of the
statutory condensed Interim financial statements In the Arablc language to which

reference should be made.

Amman - Hashemite Kingdom of Jordan i O
August 29, 2018 Deloitiz &Fourhe (M.E.)
Deloltte & Toyche {M.E)  Jordarg s
010103



DBANK AL ETIHAD

{PUBLIC SHAREHOLDING COMPANY}
] Q] MENT NANCIAL P N
June 30, 2018
(Reviewed December 31,
Note Not Audited) 2017
Asgels: o 0
Cash and batances at central bank 5 358,254,648 338,311,743
Balances at banks and financial Institutions 6 208,304,041 326,075,874
Deposits at banks and financial institutions 7 7,982,633 8,325,098
Financia! assets at fair value through profit or loss B 15,527,766 7,509,280
Direct credit and financing facilities - net 9 2,148,330,114 2,084,327,989
Financlal assets at falr value through other comprehensive income 10 27,813,699 30,877,736
Financlal assets at amortized cost 11 689,334,142 617,696,128
Investmeant In an assoctate 376,618 377,262
Property and equipment - net 72,229,918 70,968,060
Deferred tax assets 14 10,025,877 4,559,081
Intangible assets - net 21,170,075 20,945,239
Other assets 12 73,891,993 62,301,763
TOTAL ASSETS 3,633,241,524 1,572,275,253
LIABILITIES AND QWNERS' EQUITY
LIABILITIES:
Banks and financial Institulions deposits 89,521,657 58,873,920
Customers deposits 13 2,793,157,498 2,691,335,921
Cash margins 149,453,999 210,088,710
Barrowed funds 24 87,295,450 88,211,995
Sundry provisions 340,595 234,615
Proviston for income tax 14 8,611,613 14,773,872
Other fiabilities 15 59,023,198 50,245,187
TOTAL LIABILITIES 3,187,404,010 3,113,764,220
Paid-up capital 28 160,000,000 160,000,000
Share premium 28 80,213,173 80,213,173
Statutory reserve 29 42,668,849 42,668,849
Voluntary reserve 9 29,271,414 20,271,414
General banking risks reserve - 14,034,670
Falr value reserve - net 17 97,525 1,191,589
Retained earnings 16 29,586,394 43,243,353
income {or the perlod 16,262,069
TOTAL EQUITY - BANK'S SHAREHOLDERS 358,099,424 370,623,048
Haon-cantrolling interest 87,738 090 #7 BAYZ, 085
TOTAL OWNERS' EQUITY 445,837 514 458,511,033

TOTAL LIABILITIES AND OWHERS' EQUITY

3,633,241,524

3,572,275,253

THE ACCOMPANYING NOTES FROM (1) TO (33) CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED

CONSOLIDATED INTERIH FINANCIAL STATEMENTS AND SHOULD BEREAD WITH

THEM AND WITH THE ACCOMPANYING REVIEW REPORT.

i) ard of Directors



BANK AL ETIMAD

{PUBLIC SHAREHCLDING COMPANY)
AMMAN - HASHEMITE XINGDOM OF MORDAN
CONDENSED CONSOLIDATED INTER( STATEMENT OF INCOME
(REVIEWED NOT AUDITED)
For the Three HMonths For the 5ix Months
Ended June 30, Ended Jura 10,
_Note 318 2017 2018 2m7?
. o 1o i i
Interast income and returns . 18 53,368,046 45,159,242 102,417,91) 88,757,219
Intesest evponse 19 21,965.310 17,864,209 42,426,527 33,639,921
et Interest Incame and returns 11,419,236 27,295,013 59,591,396 55,127,298
Net commbsion lncome 5,596,660 4,757,299 11,205,987 _ 10,122,673
Het Interest and Commlgskon locoma and réturng 37,016,416 32,052,332 71,197,371 65,249,971
Forelgn curfency (ncome 1,134,204 1,513,016 2,618,282 2,382,710
Galn from finzncial Assets al fair value through prefit or loss 10 775,451 1,548,085 1,099,355 2,614,117
Cash dividends from financial Dssets at fair valve
through comprehenshag income 21 515,316 911,459 1,023,540 938,171
Other Incoma 445912 333,237 738,369 496,451
Gro3ds Income 39,888,219 36,158,299 765,676,919 71,602,020
Expenses:
Employees expanses 10,694,425 10,194,446 21,120,358 19,382,811
Daprediation and amartization 2,571,466 2,420,469 5,213,258 4,750,013
Gther expenses 2,088,425 6,597,056 14,017,690 13.00,572
Expected credit lofs provision k] 3,754,576 6,421,716 7,714,353 10,909,298
Provision for kpalament in financial assets at amortized costs 227,466 136,875 164,341 273,750
Provizion for Impairment In foreclosed a3sels - 269,698 - 548,698
{Recovered from) sundry provisions (592, 760) 23,283 {560,280} 47,395
Total Expenies 23,743,598 46,088,243 47,866,760 48,392,118
QOperating prafit 16,144,741 10,290,458 20,810,159 22,689,882
Banks share from jubsidlaries 8,356 16,200 8358 16,900
Incoma for the Perlod belore Income Tax Expense 16,151,097 10,207,256 28,818,515 21,706,782
Incoma tax expense 14 5,131,897 3,464,950 9,990,674 2,519,318
Incoma for the Perlod IDIBI‘?IZBO 6|842 AE 18,827,041 15,187,444
Altbuted to;,
Bank's Sharehoiders 9,313,342 6,019,194 16,262,069 13,750,693
Han Contreiing Interest 1,505,858 823,712 2,565,772 1,437,351
19,810,200 6,842,192 18 B17 841 |sixawl-w|
Earnings per Share for the Padod Attributab'e to
the Bark's Shareha'ders For pencd 22 0.05% 0.018 0.102 0.098

THE ACCOMPANYING NOTES FROM (1) TO {13) CONSTITUTE AN INTEGRAL PART CF THESE CONDENSED

CONSOLIDATED INTCRIM FINANCIAL STATEMENTS AND SHOULD BEREAD “WITH
THEM AND YHTH THE ACCOMPANYING REVIEW REPORT.

Chairman of tho Boart of Ditectors Chief Executive icer



(PUBLIC SHAREHOLDING COMPANY}
AMAM -
WW&MW
For the Three Months For the Six Months
Ended June 30, Ended June 30,

2018 2017 2018 2047

o Jo o D
Income lor the Period 10,819,200 5,842,406 18,827,841 15,187,444

Add Other comprehensive income ltems not subsequently transferable lo condensed interim consclidated statement of
incoma:

Unrealized vaiuation losses for financial assets at fair value through ather comprehensive

income {730,814) (1,197,914) {1,270,154} (1,464,289)
Total Comprehensive Income for the Peried : ID‘DBBEJBG 5‘544!492 17,557,991 13723,155

Total Comprehensive Income for the Period Atiributed to;
Bank's shareholders 8,583,996 4,821,280 14,994,281 12,285,804
Non-cantreiling Interest 1,504,390 B23,212 2,563,406 1,437,351
10,088,386 5 44,492 17,557,687 13,723,155

THE ACCOMPANYING NOTES FROM (1) TO (33) CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED

CONSOLIDATED INTERIM FINANGIAL STATEMENTS AND SHOULD BEREAD WITH
THEM AND WITH THE ACCOMPANYING REVIEW REPLORT.
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(PUBLIC SHAREHOLDING COMBAMNY)
A - Ha 3 ¥
CONDENSED CONSOLIDATED IMTERIM STATELIENT OF CASH FLOVES
{HEVIEWER NOT AUDITED)
For the Six Honths
Ended June 30,
Nate 1018 2017

Cash Now Iram operaiing activities 10 10

Incame for the period belore income 18x 28,818,515 22,706,782
Adjustmants:

Depreciation and amortizatian 5,213,298 4,790,013
Expected cradit loss 9 7,711,353 10,909,298
Provisten for Anancial assets &t 2mortized cost 11 364,341 273,750
Unreatized Loss (gain) from financial assets valuation 0 192,349 {737,574}
Lots from sale of property and equipment 45,131 §5,9%6
{Recovered from) sundry provisions {560,280 47,996
Pravision for Irnpaltment I foreclosed assets 12 . 548,654
Loss {paln) from valuation of an assoclate Ga4 {6.900)
EHect of exchange rate uclrations an cash and cash equivalents {1,159,614) {1,193,340)
EMect of disposal of subsidary company 19,116 -
{Galn} on sale of foreclosed assets 218,721 {2,140}
Profit before changes In assets and llabilitles 0,863,574 37,402,179
CHANGES TN ASSETS-AND LIABILITIES:

Restricted cash balances {641,631) {550}
Direct credit and financing facillties {86,477,348) {48,952,451)
Financlal assets at fair value through profit or loss {8,210,815) 1,711,202
DCeposlts ot banks and Nnanclal institutions 281,120 (7,630,109)
Banks and financial Institulions’ deposlts not exceading 3 months 10,000,000 -
Dther assets {11,808,951) (7,200,603}
Customers' depasits 101,821,577 (49,11%,9230)
Cash margins [60,634,711) {7,992,240)
Dther paid provisians (1,500) o
Qther llabillties 7,006,927 440077
Net Cash Flow {used In) Dperating Activitics before Income Tax (7,801,728} {81,343,827)
Income tax pald 14 (15,048,132 {14,145,197)

Net Cash Flow (used |n) Operating Aclivities (22,849,860} (95,489.024]

Net cash flow from Investing aclivities
Het sale {purchase) of Ainanclal assets at falr value through other

comgeehansive Incame i 1,390,946 2,149,494}
et (purchase) of Anancial assets at amortized cost 11 (72,266,214} (62,677,999}
{Increase) of ntangible assels 11,803,373} (419,521}
Purchaie of property and cquipment {5,134,496) (5,414,661}
Proceeds from sale of property and equipimignt 192,746 56,977
tat cash fovs acquired fiom the acquisition of subsidlary - 164,054,581

Mat Cash Flow {usad in) from Investing Activities (77,620,491} 94,249,883
Cash Flow from Financing actlvilies
{Decrease) increase In loans and borrovsngs {916,545} 13,105,312
Dividends paid (18,472,431 {12,149,7483)
Capital Ingrease - 15,000,000
Share peemiwim increase - 0,750,020
Capital increase feet . {240,750}
Increase i non-controling mterests - 105,228

Het Gash Elow {wsed in) (roni Finaneing Activilles .. 419.308.976) 44,570,026
Elfect of exchanne rate changes on cash and cash equivalents (119,8%2,327) 43,330,885

ttet Inzrease in cash and cash equivalents 1,158,614 1,15),340
Cash and cash equivalents at the begirning of the yoar 600,016,203 409,009.587

Cash and Cash Equivalenis at the End of the Ferfod o 401,116,450 453,571.792

THE ACCOMPANYING NOTES FROM (1) TGO {32} CONSTITUTE AH IHTEGRAL PART OF THESE CORDEXSED

CONSOLIDATED INTERIM FTNANCTAL STATEMENTS AND SHOULD BEREAD WITH
THEM AND VITH THE ACCOMPANYING REVIEVE REPORT



BANK AL ETIHAD
(PUBLIC SHAREHOLDING COMPANY)
AMMAN - HASHEMITE KINGROM OF JORDAN
NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

(REVIEWED NOT AUDITED)

1. GENERAL

- Bank A} Etlhad Is a public shareholding company incorporated in Jordan
during 1978, in accordance with the Companies Law No (12) of {1964). Its
main branch located In Amman, and it was transformed to a bank during the
year 1991,

- The Bank provides its financial and banking services through its main branch
located in Amman and through Its (48) branches and its subsidiaries in
Jordan.

= The Bank shares are listed and traded on the Amman Stock Exchange,

S The Interim condensed consolldated financial statements were approved by
the audit committee on 28 August 2018 under the mandate from the Board of
Directors.

0 i nsolidated Interim_ Financgia

Statements

- The accompanying condensed interim consolidated financial statements have
been prepared in accordance with International Accounting Standard (34)
Interim Financial Reporting.

- The condensed consolidated interim financlal statements are prepared in
accordance with the historical cost principle, except for financial assets and
financial liabllities stated at fair value at the date of the condensed
consolidated interim financial statements.

The reporting currency of the condensed consolidated interim financial
statements is the Jordanian Dinar, which is the functional currency of the
Bank.

The condensed consolidated interim financial statements does not include all
notes and information presented in the anpnual financial statements for the
year ended December 31, 2017 and should be read with the Bank annual
report for the year ended December 31, 2017. The results of the six months
ended June 30, 2018 do not indicate the expected results for the year ending
December 31, 2018, and do not contain the appropriation of profit of the six
months ended June 30, 2018 which s usually performed at year end.

- Changes in Accounting Policies;

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:




a.

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

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 ar after January 1, 2018.

IFRIC 22 Foreign Currency Transactions and Advanced Consideration
IFRIC 22 addresses how to determine the date of transaction for the
purpose of determining the exchange rate to use on initial recognition of
an asset, expense or income (or part of it) or on de-recognition of a non-
monetary asset or liabllity arising from advance considerations.

The interpretation specifies that the date of transaction Is the date on
which the entity initially recognizes the non-monetary asset or non-
monetary liability arising from the payment or receipt of advance
consideration.

Amendments to IAS 40 Investment Property
These amendments show when the entity shall transfer (reclass) a property
including investments under process or development to, or from, investment

property.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single comprehensive
mode! for entities to use in accounting for revenue arising from contracts
with customers. IFRS 15 will supersede the current revenue recognition
guidance including 1AS 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: Idenlify the contract{s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaclion 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.

.9.



Amendments to IFRS 15 Revenue from Contracits with Customers

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

Amendments to IFRS 7 Financial Instruments: Disclosures
The amendments are related to disclosures about the initlal application of
IFRS 9. The amendments are effective whan IFRS {9) Is first appiied.

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.

B. 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
financlal Instruments, replacing 1AS 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 1AS 39
Financial Instruments: Recognition and Measurement, replacing a model for
expected credit losses. The Standard includes a business model for debt
instruments, loans, financial liabillties, financial guarantee contracts, deposits
and receivables, but does not apply to equity instruments.

The standard was bieng adopted retrospectively in accordance with IFRS 9
financial instruments , the bank did not adjust the comparative figures. The
effect of applying the standard was booked on the first of January , 2018
through retained earnings in the condensed consolidated interim statement of
changes in owners’ equity,

«-30-



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
consldered to have not been changed substantially since its initial recognition.

In accordance with IFRS 2 Financial Instruments the expected credit losses
are recognized at an early date in accordance with IAS 39,

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 was no material diffrerence to classify the financial asstes and liahities
resufted from applying the international financial reporting standard number
(9) for the year 2014,

Adoption of International Financial Reporting Standard No. 9 for the year 2014
The impact of implementing the amendments of changes in the accounting policies
on the Banks’ condensed consolidated interim financial statements as of January 1,
2018 is as follows:

IAS 39 IFRS 9 The Change
D o JD
Cash at banks and financial institutions 326,075,874 325,685,392 (390,482)
Deposits at banks and financlal institutions 8,325,098 8,199,333 (125,765)
Financial assets at amortized costs 617,696,128 617,460,936 (235,192)
Direct credit facilities at amortized costs 2,084,327,989 2,069,564,119 (14,763,870)
Deferred tax assets 4,559,081 10,727,741 6,168,660
Other llabilities 50,245,187 52,546,225 (2,301,038)
General banking risks reserves * 14,034,670 - 14,034,670
Relained Earnings 43,243,353 45,753,267 2,509,914
Non-Conlrolling Interests 87,887,985 87,765,054 (122,931)

*

The central bank of Jordan has issued Instructions number 31/2018 on June
6, 2018 where it demands to transfer the general banking risk reserve
balance to the retained earning account to offset the effect of adoptaing IFRS
9 that was booked on the retained earnings beginning balance as of the first
of January , 2018, Also the Instructions stated that the general banking risk
reserve is restricted to be used or distributed to the shareholders excpet by a
pre approval from the central bank of Jordan.

Basis__of Consolidation__for _Condensed Consolidated [nterim__Financial

Statements
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 obtaln benefits from their activities. All
transactions, balances, revenue and expenses between the Bank and its
subsidiaries are eliminated.

-11-



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

Qwnership of Date of
Company's Name Pald-up Capital the Bank Nature of Operation Acquisition Location
D %
Al-Etihad for Financial
Brokerage Company L.L.C. 5,000,000 100 Financial Brokerage 2006 Jordan
Al-Etihad for Financial Leasing Finance Leasing
Cornpany L.L.C 5,000,000 100 Acquisition of bands 2015 Jordan
and shares In
companies and
borrowing its
Al-Etthad [slamic Invesiment necessary funds from
Company L.L.C 65,562,636 58 banks 2016 Jordan

The results of operations of the subsidiaries are included in the cohdensed
consolidated interim statement of income from the date of acquisition,
which represents the date when control over the subsidlaries is passed on to
the Bank. Moreover, the results of operations of the disposed of subsidiaries
are consolidated In the condensed consolidated interim statement of Income
until the disposal date, which represents the date when the Bank loses
control over the subsidiaries,

The financlal statements of the subsidiaries relating to the same fiscal
period of the Bank are prepared using the same accounting policies adopted
by the Bank. In case the accounting policies applied by the subslidiaries are
different from those adopted by the Bank, necessary adjustments to the
financial statements of the subsidiaries have to be made tn order to match
those applied by the Bank.

Non-controlling interest represents the portion of the subsidiaries’ equity not
owned by the Bank.

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 financlal assets
and liabilities and to disclose contingent liabilitles, These estimates and
assumptions also affect income, expenses, provisions, and the financlal
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 uncertainly. Furthermore,
the actual results may differ from the estimates due to the changes arising
from the conditions and circummstances 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:
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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.

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
classificatian 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 FYOCI. Assets migrate through the following three stages based
on the change in credit quality since initial recognition.

Stage 1: 12 months ECL

Stage 1 inciudes financlal 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
pertod but the entire credit Joss on an asset welghted by the probability that
the loss will occcur in the next 12-months.

Stage 2: Lifetime ECL -_pot 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 lhe
expected credit losses that result from all possible default events over the
expected life of the financtal 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 requlalory 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 liabllity classification

Assessment of the business model within which the assets are held and
assessment of whether the contractual terms of the financial assel are solely
payments of principal and interest on the principal amount outstanding.
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impairment of financial instruments

Assessment of whether credit risk on the financial asset has increased
significantly since initlal recognition and incorporation of forward-looking
informaticn in the measurement of ECL.

Inputs, assumptions and technigues used for estimating impajrment

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-lovking information.

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

1. Specific rating downgrade “One notch downgrade or Two notch
downgrade”

2. Facillties 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.

Gen ing 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

1. 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 defaull correlations between counterparties, The Bank
measures credit risk using Probabllity 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,

2. Credit risk grading
The Bank uses Internal credit risk grading 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.

3. Credit quality assessments

Pursuant to the adoption of IFRS 9, the Bank has mapped its internal
credit rating scale to an approved rating scale as of June 30, 2018.
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S.£ath and Ralinced st Central Bank

Detsls of this ltaen are 13 follons:

June 38, December 11,
2018 01?
bl ] 10

Cash at Lreasury 86,312,607 §5,026,325
Agzounts st centeal bank:
Cureent accounts . 49,540,719 45,759,508
Term and hotlice depality 14,700,680 43,000,000
Caeh reserves requiremenis 143,704,262 181,725,910

Tetal 358,264,648 J38.211,742

Disdesure on the movements of tha central bank batances

June 20, 2018

» Slase{1)

Jo
Batance ot beglaning of period 252,485,418
Hiew balances during perled 30,700,000

Pald balances {49,241,437)
Balance at end of parkod 271,941,981

= Except for ihe statutory cash reseeva, there are ro resteicted balences as of June 3¢, 2018 #nd Decamber 11, 2017

= Thete #1e no deserved amaunts dudng & perod excaeding Lhree months as of June 10, 20148 and Detember 31, 2017

6. Balsnces ot Bynks and Ananclsl Institutions
‘The detafls of this item Is as follows:
3l Banks and Finangal Institutians Foreign Banks and Flnancal insthutlons TFotal
June 30, Oecembar 31, June 38, Decesnber 11, lune 30, Cecermber 31,
28 RRERSSL || | pi 2018 o7 2018 2017
hia] 1o n o jie] n
Curreal arteupds 784,559 613,346 109,637,305 229,015,500 101,421,854 219,650,486
Depasits matunag within 3 monthy or tess 26,918,640 - 80,372,080 96,425,528 107,329,740 05,425,518
Tl FYRIpR-:L] 611,848 161,009 385 325,462,026 208,722,614 126,075,378
npulement fots - - 418,583 . 418,543 -
Balance of Sanky aad hinancial Lrytiutiony 17,713,219 Glj“!-ﬁ_ 180,590,802 !25.46_2‘1.‘.2_8 08,304,044 325,075,874
= Hgn-interast braring balances at banks and # =03l | 3 to JO 11,502,907 &5 of June 10, 7018 {ID 58,084,730 25 of Dstambyr 3¢, 1017).

= Rejlicied bulances amounted (o )D9,139,125 as of June 13, 2018 and (IO B,497,494 a3 of December 11, 2007)
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Details of the following item are as follows:

Local Banks and Financial Institutions

Foreign Banks and Financial Institutions Totat
June 30, December 31, June 39, December 31, June 30, December 31,
2018 2017 2018 2017 2018 2017
o o D o D 1D

Deaposits maturing wathin 3 to 6 months - = 3,980,428 4,261,598 3,580,428 4,261,598

Mere than 6 to 9 months - - 1,063,500 . 1,063,300 -
More than a2 year 3,000,000 3,000,000 - 1,063,5¢0 3,000,000 4,063,500
Total 3,000,000 3,000,000 5,043,928 5,325,058 8,043,928 8,325,008

impairment loss * 57 861 - 3,434 - 61,255 -
Net deposits at banks and financial institutions 2,842,139 3,000,600 5,040,494 5,325,088 7,982,633 B8.325,058

There is no restricted deposits as of June 30, 2018 and December 31, 2017.
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The disclosure on the movement of balances and depasits at banks and financial institutions:

Stage (1}
Individual Total
1 201 D 10
Net balance at beginning of period 334,400,972 334,400,972
New balances and depostts durlng period 149,405,217 149,405,217
Pald balances and depuosits (267,039,637} (267,039,637}
216,766,552

Net balance at end of perlod

216,766,552

- % The disclasura on the movements o the impalrment loss of balances and deposits at banks and financial Institutions:

Stage {1)
individual Total
June 30, 2018 o o
Balance as of January 1, 2018 - S
Impact of IFRS (9) implementation 516,247 516,247
Adjusted balance as of January 1, 2018 516,247 516,247
Impairment foss on new balances and deposits during period 421,618 421,618
Rerovered from impairment loss on paid balances and deposits {459,007) (459,007)
Changes due to adjustments 1,020 1,020
Net balance at end of period 479,878 479,878
8. Finangial as alr v.
Details of tha following item are as follows:
June 30, December 31,
2018 2017
D j] ]
Government bonds listed in financial markets 1,475,078 =
Corporate bonds listed in financial markets 821,728 3
Corporate shares listed in financial markets 7,423,599 3,658,948
[nvestment boxes 5.807.361 3,850,332
15,527,766 7,509,280
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9, Direct Credit and Financing Fagilitles - Nat

The details of this item are as follows:

Individuzls (retail):
Overdraft accounts
Loans and promissory notes*
Credit cards
Rea! estate [oans
Companies:
Large:
Overdraft accounts

Loans and promissory notes *

Small and Medium

Overdraft accounts

Loans and promissory notes *
Government and public sector

Total

Less: Expected credit loss
Interest and relurns in suspense

Net Direct Credit Facilities

] Lo B

June 30, December 31,
2018 2017
JD JD
8,863,755 11,727,365

374,432,236

346,626,917

9,017,292 7,967,050
646,282,626 582,624,848
124,812,042 121,778,528
811,975,238 835,326,438
37,477,311 37,256,005
105,566,431 94,077,515
141,379,889 135,307,843
2,259,806,820  2,172,692,509

(94,330,501)

(17,146,205)

(72,295,950)

(16,068,570)

2,148,330,114

2,0084,327,989
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Net after deducting interest and commission received in advance amounted to
JD 2,014,207 as of June 30, 2018 ( 1D 1,874,992 as of December 31, 2017

Non performing credit and financing facilities Included in stage (3) were
amounted to JD 111,732,482 representing 4.94% of the total credit and
financing facilities as of June 30, 2018 (JD 107,481,008 with a 4.95% of the
total credit and financing facilities as of December 31, 2017).

Non performing financing and credit facilities included In stage (3} after
deducting Interest and suspended commissions amounted to JD 94,586,277
representing 4.22% from the direct credit and financing facilities after
deducting suspended interest and commissions as of June 30, 2018
(JD 91,412,438 representing 4.24% from the direct credit and financing
facilities after deducting suspended interest and commissions as of December

31, 2017).

The credit facilities granted to the gavernement of Jordan or granted by the
government guarantee amounted to JD 113,211,129 representing 5.01% of
the tota! direct credit and financing facifities as of June 30, 2018
(JD 107,331,399 representing 4.94% from the total direct credit and
financing facilities as of December 31, 2017).

Islamic financing amounted to 10 717,074,350 representing %31.73 from the
balance of direct credit and financing facilities as of June 30, 2018
(3D 678,302,346 representing 31.22% as of December 31, 2017).
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1D, Financinl Assets at Faie Value \hiouoh (ther Compretiegsiye Inpoms

The detaly of this item are a3 follows

Quoted shares n active markets
Unqueded shares In active markels
Total

June 10, Oacamber 11,
e 2087
ps ] ps]
23,339,844 26,751,101
4,473,855 4,126,605
27, 813,699 30,877,736

- Lestes transfared to retainad earniegs a5 a rasult of sale of the fnandal assets at faie vatue through other comprehensive
Income amounted to IO §75,192 as of lune 30, 2018 ()0 500,209 »3 of December 31, 2017).

+ Cash dividends on the above financisl sssels amoynted to JD 1,023,540 for the 1ix menths ended June 30, 2013

110 538,771 lor the six months ended June 2, 2017).

11, Flopnciyl Agsers at Amonized Cost

“The delafls of this ilem are a3 follows:

Qualed Financial Asjets:
Goveramentat gudcantead bonds anc bills
Forelgn treasury bonds
[ les’ bonds and deb

Unauoted Finascial Asyets:,
Gavernmental guarantesd bonds and bills

[« les’ bonds and deb

Legs; Provision of impairment loss in the financial assets within stage (1)
Provision of impalrmant hoss In tha financial assets within stage (1)

Bands and 80y Anabeals;
Fixed rale
Floating rate

Ite disclopyre on Ihe movement of Ananclal assets 31 smortited cort:

ne 30,2018

Balance sl the begianing of perind
Hen Invesiments dwing period
Accrued tnvestmentt

fatance at End of Period

Ihe peeclosyee 00 he maxament o impsirment s

Balance as ol January 1, 2014

Irnpact of IFRS {9) Fmplementation

Adjusted balancs as of fanuary 1, 2018

Erpected credd as3 on new Hvestment during the pedod
Recoverd from impairment lows &n accrued invasimnal

Changas ratulted from adjustments
Aalance 31 at the End of the Pered

Junn 36, Decamber 11,
2014 = 1017 -
o n
29,552,028 13,152,443
47,428,285 45,058,047
560,535,150 496,187,965
41,832,500 43,487,500
691,351,082 619,005,753
11,854,375 {£,330,625)
[354,550) =
659,334,142 512,695,128
589,171,565 618,000,425
1,18%,502 1,036,328
£31,153,067 519,086,753
Stage (1)
indnngdual Stege (2 Toial
0 o bl=J
616,099,153 2,987,500 619,086,75)
113,310,929 . 131,310,339
{61,044,625) - (61,044,875}
88,368,567 2,937,503 691,153,667

Jane 3 31A

Siag2 (1)
Ingwlgusl e Stage () Torel
pl+] pls] o}

- 1,190.625 §,390,625
135,192 - MEaw
215,192 1.199.625 1,625.017

69,191 - 45,191

134,297) . {34,297}
84,454 23,750 JSA A
154,550 ) 6E4.375 2,018,92%

% -



A2, Other assets

The details of this item are as follows:

Interests and revenue under callectlon
Prepald expenses

Foreclosed assets agalnst debts *
Clearing checks

Transfers and checks under collection
Pald guaranteed Insurance

Discounted commercial papers

Other

* Central bank of Jordan Instructions requires to dispose of shares and real estates that are foreclosed assets

agalnst debts during 2 years from date of acquisition.However in some speclal cases the central bank has the

authority to extend the perlod to more 2 years at max.

Below Is & summary of foreclosed assets agalnst debts:

Balance beginning of perfod / year

Balance added fram the acquisition of Safwa Istamic bank
Additlons

Dlsposals

{mpairment loss

Balance End of Period / year

June 30, December 31,
2018 2017
o pLn
14,433,617 10,582,220
7,018,805 3,803,129
32,450,155 31,992,554
735,214 161,360
247,348 18,434
5,245,195 5,174,311
8,209,837 6,793,343
5,551,822 3,766,412
____M 62,301,763

Below Is a summary of the movement on foreclosed assets provision:

Balance beglnning of year
Resuited from the acquisilion of Safwa Istamic bank
Added during the period/year

Balance &nd of Perlod / yesr

June 30, December 31,
2018 2017
10 o

31,992,554 27,414,157
- 3,969,355
1,143,905 4,110,783
(621,273) (1,748,273)
{65,031} (1,753,468}
32|450! 155 31,992 554
4,693,605 2,596,696

- 343,441

65,031 1,753,468
4,758,636 4,693,605

- 7.




1. Cogtumees depoyite; F

“The detalis fer Lhis lLem ate as foflavs:

Compan'es
Government and
Indlvidusls Corporates SMES. Public Secter Total
n ple} jis} pir] ple)

Eor the Shx Manthe Ended June 30, 2018
Current accounts 269,285,244 175,557,415 83,275,419 2,755,455 530,873,533
Saving depesits 527,793,993 25,841,566 7,057,278 Rt 19,498,012 §79,190,849
Time depasits 837,924,729 172,357,209 86,745,969. - 186,396,764 1,483,424,771
Certificate of ceposits 180,315,303 2,718,000 2,635,042 8,000,000 - 199,668,345

1.!l51319|2B9 577,474,390 184,713,708 215,650,231 2,793,157 498
Eor the Year Ended Decamber 31, 3017
Current aceounts 254,620,894 231,955,524 71,692,522 3,071,495 562,142,435
Saving depasits 552,087,556 10,126,781 6,122,419 12,110,550 545,652,305
Time daposits 795,604,084 128,202,529 91,862,127 184,661,100 1,400,409,840
Certificate of deposits 153,655,116 15,379,000 5,097,224 8,000,000 183,131,340

1,716,047 650 585,662,834 175,979,292 213,645,145

= The Jordanlan government and publikc sector’s depashs inskde the kingdom reached 1D 215,650,231 which equates ta 7.72% of tetal deposits

a5 of June 30, 2018 (1D 213,645,145 which ts cquivalent to 7.94% as of December 31, 2017),

- Deposils with no Interest bearing reached ID 544,926,927 which equates to 19.51% of total deposits as of June J0, 2018 (JD 573,155,164

which s equivatent to 2t.30% as of December 31, 2017).

« Restricted depasits reached )0 1,852,849 which equales to 0.07% of total deposits as of June 30, 2018 () 1,063,100 which equates to

0.04% of total deposits as of December 31, 2017).

- Dromant deposits redched )0 54,145,856 which is equivalent 1o 1.94% of {otal deposits 8s of June 30, 2018 (JD 65,945,53) which equates

to 2.45% of twtal ceposity as of Decembar 31, 2017).

4 LLrad)

Tre movement or the provislon for income Lax & & loffows:

for the Six
tianihg Ended For the Year Ended
June 30,
018 Decembar 31, 2617
o D
Balance bagnning of the period / year 14,773,872 10,595,504
Aagitibnal balanze resulled om the atgisition of Sifwa Lslamic Bank - 2,438,733
Income tax paid {15.048,132) {12.920.819}
Incerne Lax for the period [ year 8,361,840 17,126,452
Prior yadrs incoma tax provigion 524,033 2,433,912
Balance End of the Period / Year Blﬁu 6113 lli?ﬂiﬂﬂ

- 37 -

2,691,335.921
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The mavement on deferrad nssets and abifitles s as follows

Balance beginning of the year
Regwited from the acquisition of Safwa [slamic Bank
Impact of 1FRS () implementalion
Adiusted balance as of Januacy 1, 2018
Additien
Disposed
Balance End of the Year

15, Qther Liabilities
The detalls of this itern are a3 follows:

Accrued Interest expense
Revenue recelved 10 advanco
Actounts payable
Actrued and not pald expenses
Incoming transfers
Hanager checks
investment slik fund balance
Provision on off balance sheet expected credit losses for off
Cthers
Tatat

The movement on the Indirect fagllities

Balance beglaning of perdod
New exposures during tha period
Accrued expolwres
Translerred to stage (1)
Transferred to staga (2)
Translerred to stage (1)
Balance End of the Perlod

The mavement on the ptavision lor indirect facilities

Balance 3% of January ), 2018
Impact of [FRS 9 implementation
Adjusted balance as of fanuary 1, 2018
Impalrment loss of new exposures during the period
Agcoveied from Intpairment loss on accrised expotores
Transferred to stage (1)
Teanstorred to stage (2)
Transfered to stage {1)
Changas due to edjuitments
Batance End of the Peried

lune 30, Decemnber 31,
20180 2017
i) o
4,559,081 1,602,674
- 599,815
5,168,660 -
10,727,741 2,202,489
591,788 2,094,248
1,293,652) (537,656)

4,559,081

—t0025877 4359081

June 30, December 11,
2018 2017
0 b1s)
25,741,022 21,748,139
1,114,383 1,205,291
758,040 194,970
6,607,810 6,631,949
33,260 9,367
4,938,054 4,172,457
1,720,585 5,344,208
4,272,174 .

13,837,850 _ 10,936,795
— 53023198 50245187

Stage (1) Stage {2}
Individual ndividual Stage (3} Total
b pl:] 0 D
948,746,086 ©,857,049 2,150,238 960,753,173
324,230,674 2,891,881 @ 327,122,555
{174,457,922) {4,241,273) {1,260,032) (379,959,227
565,864 (365,864) = -
{19,363,627) 19,363,627 -
(33,250} 2 33,250 -
875,487,825 27,505,420 921,456 907,916,701
Stage {1} Stage (2}
1ndlvidual Individusi Staga (3) Total
Jo Jo D o
2,646,482 113,182 1,981,057 4,760,221
2,616,402 133,162 1,981,052 4,760,721
2,194,143 §2,234 - 2,248,677
(914,764} (82,768} {1,031,537) £2,059,065) I
10,165 (10,165) B - |
(131,249) 131,249 - -
{126) & 126 .
{322,087) {17,690) {136,182} (676,159}
J.152‘95-| Jﬂm 613, 468 4 272,114




16, Retained Earnings

The detalls of this Item are as follows:

Balance beginning of the year

General Banking reserve

Expected credit loss for assets resulted from applying IFRS (9)
Irmpact of IFRS (9) Implementation of differed tax assets
Adjusted balance at the beginning of the year/ period

Prafit for the year

Relalzed losses from other comprehensive income statement

Transferred to reserves

Effect of disposal of subsidlary

Dlvidends distributed

Capttal Increase fee

Balance at the End of the Year

June 30, December 31,
2018 2017
10 D
43,243,353 35,055,974
14,034,670 S
{17,693,416) -
6,168,660 -
45,753,267 35,055,974
- 31,364,269
(173,724} {1,117,743)
- (8,971,844)
6,851 -
{16,000,000) (12,500,000}
s {587,303)
29,586,394 43,243,353

- Retalnaed earning balance includes amount of JO 718,377 which represent valuation galn differences on financial assets

at falr value through PAL.

17. Fair value reserve

The detatls of this item are as follows:

Balance at beginning of perlod / year
Unrealized losses

Deferred tax assels

t.ass from sale of financial asscts at falr value through other
comprehensive Income

Balance at end of Perlod / Yeor

_JB_

2018 2017
o 1
1,191,589 1,555,417

{1,670,725)

(1,523,260}

402,937 41,689
173,724 1,117,743
97,525 1,191,589




1B, Credit Interasts and retuens.

The detalls of this item are as follows:

Direct credit facHitates:
Individuals:

Overdrafts account

Loans and commerclai papers
Credit cards.

Real estate loans

Firms:

Corporates:

Overdrafts account

Loans and commerclal papers
SME's

Overdrafts account

Loans and commerclal papers
Government and public sector

Balances at central bank

Balances and deposits at banks and financlal Institutions

Financial assets at {alr value through profit or loss

Financlat assets at amortized costs

Others

19, Debit Interests and expensa:

The detalls of this lkem are as follows:

Banks and financlal instituticns deposits
Cllents” deposits:
Current and demand account
Saving deposits
Time deposits
Certificates of deposits
Cash marains
Barrowed funds
Depasits Insurance [ees
Total

2018 2017
i3} b}
378,998 401,186
17,353,215 13,223,498
561,745 647,562
25,292,368 - 20,137,342
4,727,420 4,729,355
27,416,019 27,138,227
1,619,946 1,358,755
4,113,232 3,621,829
4,393,398 3,415,312
713,453 497,846
1,333,083 777,393
31,845 267,515
14,318,052 12,442,813
165,132 108,546
102,417,513 88,767,219
2018 2017
i D
790,068 765,588
439,169 603,332
4,045,613 3,182,638
28,004,781 22,879,195
4,415,359 2,253,634
1,189,152 1,279,110
1,625,882 1,137,353
1,615,703 1,538,871
42,426,527 33,639,921

- 315




20.Galn {losses) of Minancla) assets through profit of loss:

Detalls of this item are as fallowrs:

e Unrealized
Realized gaing qalns {losses) Dividends L Tota®

2] 1) ple] 4]
2018
Bonds and treasury bllis 18,340 {31,983} - {13,6413)
Corporate shares 1,154,462 {740,917} 143,314 556,859
Financial dartvatlves i 97,395 o 97,295
Investmant funds {24,412} 483,156 - 458,744

1,148,390 {192,349} 143,314 1,099,355
27
Bands and treasury bills 2,587 110,927 - 113,914
Corporate shares 1,699,475 94,848 171,687 1,969,010
Financial instruments {6) 4 o {6)
Investing funds h 2 532,199 - 537,159

1,702,456 737,974 171,667 2,614,117
20, Divideads stistrsbution ab {air vatue through other compeehensive income:

Detalls of this [tem are a5 fallows: ‘
. 2018 2017
pIs) plo}
Dividends distilbuted on corparate shares 1,023,510 938,771

22, Earnings ger shaze for the banks shercholders perlod;
Detatls of this ltem are as follows:
For the Three Honths Ended June 10,

For the Six Manths Ended June 30,

2018 2017 018 2017
Jo i o i1}
Income for the pertod 9,313,342 6,019,194 16,262,069 13,750,093
Welghted sverage number of shares ¢ 160,000,000 155,965,633 160,000,000 140,568,869
Earnings per share pertains to the Bank's Shareholders (Basic and Diftuted) g‘.osa 0.035 0.102 0.098

* According to the general assembly extra ordinary meeting dated January 29, 2017 1t was agreed to Increase the bank capital to become JD 150 million through issuning 35

shares with & par value JD 1 / share, the procedures were complated on Hay 12, 2017,

23.¢ash and cash enutvalent:
Detalls of this item are as follovs:
For tha Six donths Ended June 30,

2018 2017
Jo Jo
Balances at central banks due within three manths 358,254,648 106,725,170
Add: Dalancet at banks and financlal Institutions due wilhin thres months 208,722,624 229,110,864
Lass: Banks and financial Institutions deposily due within three manths 76,521,657 71,884,055
Restricted balances 9,119,125 8,617,395
481,316,490 453'53'.!.792




2, Rarroreed funds

Oelalls of (4 l1am are o4 foltgns:

Humber of Paymaests [nytatiment Laan Interest
Ameynt Total Vibat's lek matunty period Guatasteey pike
p+] %
Junede. 2910
Cantedl bank of Jordaa 21,024,008 4595 2390 Hontily Binunolet 1.00%-7.75%
Central bank of Jordan 187,%00 1] ] Quarterly Banknotes 2.25%
Centeal ban' of Jordan 1,472,508 4 4 Cna payment Banknotes 1.75%
Central bank of Jordan 110,008 4 k] Anouak Banhngies 2.00%
Saind annus) starting fram
I tHonal Bank for N and Develop 5,700,000 40 »n 15 Seplember 2018 Ranknatet Labor & menths+ 1.8%
Arab Fured for private tector 2,790,000 1% 13 Semd annua Banknotes 2.50%
Arab Fund for private sector 1,589,151 34 84 Seml anaual Banknctes 3.00%
[ Bank far R tion and Devalop 5,481,142 M 10 Semt annual Banknotes 5.15%
Jordan Horipage Reflnance 40,000,000 4 4 One payment Banknotes 4.54%-0.00%
Lacal bank related ta & subsidlary 1,235,103 0 a8 Monthty/ quarierty Banknotes 6.00%
7,295,4
Number af Payments Tnseallmant Loan interest
Amount Total \ehat's leht matyrity period Guarsntees prie
o y 3
Pecember 31, 2017
Central bank of lordan 28,717,093 4595 s Honthly Danknoles 1.00%-2,75%
Cunted) bank of fordan 2,500 14 13 Quanierty Banknotes 2.2%%
Central bank of Jorden 1,677,508 4 4 One payment Banknotes 1.75%
Central bank of ferdan 110,008 4 B Annual Banknates 2.00%
seml annddl staritng frivm

Intecnationsl Bank for Reconitruction and Develepment 6,040,000 40 an 15 Septembar 2018 Banknatey Labar & months + 1.8%
Loans frem Arsb Fund for Econamic and Sedlal Development 1,790,000 55 14 Seml annust Banknotas 2.50%
Laang from Arabk Fund for Econamic and Social Davelopment 1,589,131 84 B4 Semil anaual Banknotes J.00%
Evtop Bank for ant Develop 5,578,571 ] L] Sarrt anousl Binknates 5.2%%
Jardan Hartgage Refinanka 40,000,000 4 + One payment Banknoles 4,5%%-6.0015
Local bank refated to a yubskdlary 417,167 44 47 Honthly! quanaty Banknates 6.00%

29,211,995

« )=




28, In‘ormalied oo bys BAGNY Builnsis Axtlvities
1. Bany Acusities Infocmition

For mansgermant purposes the bank It orghndzed Intd the Felomi ajer busintzy segments BAERD 8 Lhe 14pens Sent to tha chiel operating decitlon miter:
» feividusl Becounts This Rem Indudes fodaring up on Indvvadusl customar’s depaiils, and granting them aedl.

+ Smad and Micum Entarbrizis: This Nam indudit foloning 13 on Lhe LEaW’s depetns and credt facEties and bn miveh thert (Bnts ard a16ided Basad on the voluma ef the
ganied depoits and acbies g th the BANkL and principies and tn complane nith the regulatony bodes intnucbion.

« Corporate Actounts: This Rem inchudits [o20ang Up o0 LNT Clent’s EporRtt 1o ¢redt et and In which these ants are dinsifed based on Lhe youms of the granted

dypeids nd fachties sz eording te the Banks b and nain p with Lthe reg y bodles ndiruction

+ Treaswry: This ltem Inchades previding reatury and tradag ILrvicel, managing the Bank's Ands 4nc long Leois veSEMEnts &t amontized costs whch b mainta'ndd o coduct the

contrachu il tath Pems,

= DAPere: This vecler bctudes al the necounts net Ested with/a the Jecers abavi Tuth 48 ider's fights, my [LEEIT - peeperty 10d rquipment,

gengral o ard wap ] g

The g tatla rep o Ehp Bant's fettoss accoedng 1o acthvties: Total

. torine Sk Hoding fndeakne 30,
Indirkdua's Comoratey Treasury Chhar 2018 192
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Total Income 19,949,137 58,405,047 10,705,408 513,043 119,572,700 105,708,340
Eapactos credtions {1,064.172) (5,745,330} - o (r71L350 (10,909,294]
Segmants rasully 11,350,191 40,781,180 14,719,112 313,093 45,965,564 0,212,722
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Cparating incomn before tax 9,010,159 1,089,382
BaNks Ihare &f proft from invedimants in assodseles L% 1% 16,309 -
Income before tin 28,010,513 12,708,781
Incoma 1ax a (9,990,674} ) 113
tncoma for the Pered 10,977,843 15,187,444
QOthes Informastion

Capitsl Expentd hares G.?p (1] 5,834,100
Bepreckiton and Amorlzaton 5121),21_0_ 4,190,013

ot
Hune 30, Dectrrber 31,
Indastan'y Corporstons Traatury Oeher 1018 2047
b b 1 w0 0 <)

Sagmant Aviets 210,004,570 1,004, 345,495 1,182,549 331 - 1,322.319,364 3119921156

Unatecated anrets 2 . - ML9I7370 385,992,770 332,352.%97

1,039,241 524 3,532,215 353

Segmant Uaobdes 1.922,174,452 ¥I1.641,832 263,052,153 . 3,018,676,080 1,043,581,067
UngTecated bati Lt . - . 41,117,218 42,331,008 85,103,353
1,187,404 DLO 3.113,7€4.200
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27, Capital Adrauacy
In &dditien to subscribed capital, the capital incluctes the statuzry reserve, voluntary reserve, share premium, retained carnings, cumulativa

thange In falr value , general banking rigk reterve, other retesves dnd Ureasury stocks

The bank Is commutted to apply the requirements set forth by requlators c g capltal adequacy as fellons!

1+ Canlral Bank of Jordan Intructions Lhat capital adequacy ratio does not ga below 12%,

1+ Comply with the minimum limit et for tha pald capitat for Jsdantan Banks such that It Is not less than ID 104 miltion.
3- The Bank’s Invasiments i stocks and shares which should nat excaed 5019 of tha subscribed capltal.

4:The ratio of credit limits (cradi concentration) Lo regulatory capital.

3- tianks and Companies laws related 1o the deduction of tha legalf reserva at a rate of L0%: of the Bank's profit before tax.

Jung 30, Dacamber 11,
018 2017
Jo 10
Commaon Equity Shasehalders Rights
Fawd-up capital 160.000.060 160,000,000
Retsined eamings afer deduction of the expected distributions 29.586,194 22,143,15)
The cumulatve change 1 fair value 97.525 1,191,589
Shara premiuvm 80,213,173 20,213,173
Statuary rmserve 42,668.849 42,660,849
Voluntiry reserva 29.27 434 29,271,414
Recognirable non controlling shareha'ders 24,165,827 23424090
Tnterim profit (losses) afer tax and ded ol the distetbuth 8,262,06% -
Total Common Equity Tira 1 before regulatory adfustments 374,285,251 354,012,468
Regulstery Ad) ts (P Itlons of the Capital)
Goodwill and letangible assets 21.174,075 20,945.239
Ctferred tax as3sels resulting from Invesiments within Tier L {10%5) 10,025,077 4,359,001
Total Ties 1 capltol 343,069,299 338,508,148
Additlonal capital
Recognizable minority rights 4,264,550 4,111,663
Tolal Capltal (Tler 1} 347,333,887 342,641,811
Tler 2 Cophial
General Banking 4% raserve - 1,004 670
Pravigion loe dabts tools listed fn Tier | 14.873.573 .
Retognltable nan-controlling shareholders 5.486,077 5,511,551
Total Supporting Capltal 20,530,650 19,545,121
Yolal Reguiatory CapHal 357,803,507 162,188,032
Total Rish Welghled Assois 2,481,997 184 l.-lsd.!SBﬁ!'J
Capita! Adequacy Ratlo (CET 1) (%) 147815 14470%
Primary Capital Ratta (5%) VB3 12/745
Supparing Capital Ralla (%) 94833 9470%,
2018 2017
o o

Findncial [average rate
Tigr 1 Capital 347,131,857 342,641,011
Tatal assets in and out of the finzncial pesitons siter removing daductible llems from Ther 1 4,347,921,094 4,127,174,088
Financial leverage rate 7.93% 8.30%

Capital sdequacy was cakoubated on Juna 30, 2018 and Cecermbar 31, 2017 based on tha basel committea 1,




28. Paid-up Capital and distributed dividends:

Capital:
The authorized and pald in capital amounted to JD 160 million divided into

160 million shares at a par value of 3D 1 per share as of June 30, 2018 and
December 31, 2017,

Share Premium:
Share premium amounted to JD 80,213,713 as of June 30, 2018 and

December 31, 2017.

Distributed Dividends:
Dividends distributed to shareholders for the year 2017 were amounted to

1D 16 million (JD 12.5 million during the year 2016)

29. Reserves
The Bank did not deduct the statutory reserves during the period due to the

fact that these statements are condensed consclidated financial statements,
as it is done in the year end.

30. Contingent LiabHites and Commitments:

The details of this itemn is as follows:;

June 30, December 31,
2018 2017
1D D
Letters of credit 172,598,195 195,853,744
Acceptances 104,696,253 182,116,425
Letters of guarantee:
- Payments 48,905,591 48,260,272
- Performance 73,200,713 71,307,780
- Other 54,566,035 58,854,936
- Unused Limits of Direct Credit Facilities and
Financing 453,949,914 404,360,216
- Total 907,916,701 960,753,373

31. lawsuits against the Bank
The value of the cases against the Bank were amounted to 3D 3,723,725 as

of June 30, 2018 (ID 3,497,551 as of December 31, 2017). Provisions booked
against them was amounted te JO 316,777 as of June 30, 2018 (JD 210,797
as of December 31, 2017). Management of the Bank and legal counsel
declare that the provisions deducted for these cases are sufficient.
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32. Risk mananagement:
The Bank continuously develops the structure of risk and credit management

to ensure the effective administration of all its operations to ensure efficiency
of the risk and credit management process and the proper application of
regulatory controls across all of the Bank’s operations, the responsibility of
risk management is distributed among various levels as summarized below :

1. Business (Work) Units;

Work units are formed of employees who, through their daily work manage
the various risks associated with the Bank’s operations according to
acceptable risk levels determined by the Bank and specified in its policies.

To ensure effective management of risks, and as part of strategic plan, for
example the Bank separates the functions of credit management and client
relations management within each work unit to ensure the independepcy of
studies and credit decisions, continuous development of the effectiveness
and quality of its operations. In addition, the middle office reports to the risk
management and Is segregated from the treasury.

2. Risk Management and Compliance
The work of this department was furthered such that It operates
independently across all business lines. The Department is linked to the
Board through the Risk Management Committee to ensure its independency
and capacity to detect measure and control risk within acceptable levels as
determined by the Bank and submit regular reports to the Board in this

regard.

3. Internal Audit
The Internal Audit Department is fully independent and linked to the Board

Audit Committee. The Department functions as the last defense line through
applying an audit plan that includes periodic audits of all the Bank's activities
in order to ensure that all violations of the system and noncompliance with
the banks' policies and procedures or the principles determined by the

regulatory bodies

4. Risk Management Committee
The Board of Directors endorsed the Board Risk Management charter. The

charter has been developed based on the best practice of risk management
and CBJ requirements. The Committee includes Board members, the Head of
the Risk Management Department and headed by the chairman. All reports
prepared by the Risk Mapagement Department are submitted to the
committee periodically lo ensure that committee members are informed of
all risks in timely manner such Lhat they are able to make decisions or take
measures to change risk levels in the event they are not in line with the
established acceptable risks levels and submit reports to the Board In this

regard.
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5. Board of Directors
The Board of Dlrectors has the following responsibilities with regard to risk

management:
«  Determine the acceptable risks level for various of the Bank's activities.

+ Review and approve the various risk policies,

* Monitor risks and ensure application of necessary controls through the
Risks Management Committee.

¢ Delegate authority related to the approval, amendment and renewal of
credit to the various credit committees and to review their performance and
the validity of their decisions, which will reflect on the quality of the credit
portfolio,,

» Approve the Investments policies, declisions and approve investment
dealing and trading ceilings.

6, _Assets and Liabilities Management Committee

The Assets and Liabilities Management Committee s headed by the
Chairman, General Management and the directors of operations, financial
management and risk management departments as members. The
Committee reviews the budget and presents any amendment
recommendations, based on liquidity and market risk management, to the
Board for approval. Furthermore, the Committee reviews the risk
management policies related to liquidity and market risks and submits its
recommendations to the Board for endorsement, It also reviews the various
risk reports In order to take any necessary decisions related to altering of the
acceptable risks |levels by the Bank.

The Committee also recommends to the Board the allocation of capitai for
the various activities of the Bank in a manner that ensures the most effective

use of capital.

A. Credit risks:
Credit risks are controlled within acceptable risk levels by the Bank through the

following:

1, Credit Policy: accurately determines the basis for extending credit, levels of
acceptable credit risks, Lhe basis used for establishing credit risks pricing
and acceptable guarantees. In addition, the policy outlines the monitoring
basis and procedures over credit to ensure early detection of any
deterioration in the credit portfolio quality,

2. Training and Development: the continuous training and development of all
credit staff. and relationship managers ensures belter understanding of
client requirements and the availability of high level credit analysis
expertise and a good understanding of these risks when recommending
their acceptance and ensures the effective management of these accounts.

3, Authority to Grant Credit; credit approval is done by specialized credit
committees whereby they are formed and granted authority by the Board
of Directors,

4, Credit Risk Measurement: the Bank implemented a credit rating system for
corporate and medium size companias. In addition, the Bank implemented
a scoring system for retail products as a base for credit granting decisions
for retail and SME customers.
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5. Internal Valuation for Capital Adequacy: the Bank developed a model to
measure the capital adequacy based on a 5 years forecasted data to
calculate the potential capital requirements and the effect of the stress
testing on the Bank’s capital adequacy, profitability and liquidity.

6. Credit Monitoring:
A speciallzed unit within the Risk Management Department monitors the

credlt portfolio and prepares relevant reports.

The role of this Unit starts with managing legal risks resuiting from the
granting of credit, The Unit, In cooperation with the Bank's legal advisor,
ensures that all facilities and guarantees contracts meet all the legal
conditions that protect the rights of the Bank. '

It ensures that all credit terms are met prior to allowing the borrower to
execute the credit facility. All this is done due to the Importance of having
more than one monitoring entity oversee these highly sensitive transactions.

Through the early credit risk warning system, the risk management
department examines any indicators that may signal the deterioration of the
credit status of a customer. Such indicators include customer’s transactions,
financial performance, and the performance of the economic sector he / she
operates in, in addition to indicators related to the performance of the
client’s account at the Bank. This system aliows us to detect, early on, any
deterioration in the performance of the account and enables us to take
necessary measures Lo reduce any possible losses that may result from this.

7. .Credit Portfolic Management
All departments concerned with credit continuously review the credit

portfolio to maintain a good level of credit exposure quality.

In managing the portfolio, efforts are made to ensure that it is distributed In
a balanced manner to aveoid any concentration that could lead to an increase
in the risk level of the portfolic. In this regard, the sectoral and the
geographical distribution of the portfolio are considered, in addition to
avoiding large credit exposures of a single client except in exceptional cases

and for exceptional clients,

8. .Credit Risk Alleviation
As a step to hedge against credit risk, the cash flow of financed projects are

taken into account when determining the repayment schedule of any credit
extended to our clients and necessary controls to monitor cash flows that
will be used for loan repayments in addition to determine collaterals deemed
necessary in relation to the credit risk level. The quality and liquidity of the
collaterals are taken iInto consideration In addition to the effective
implementation of procedures that ensure sound control over these
collaterals, the monttoring of their value and ease of liquidation.
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B.Market risk:
Market risks are defined as those risks resulting from price fluctuations in a way
that affect the Bank’s profitability or equity. This definition inciudes the change in

interest rates.

-

The Bank uses a conservative policy in market risk management. The Bank controls
these risks through the adoption of clear policies in their regard and establishing
risk limits for each risk type. Our policy aims ta reduce these risks to lowest levels.

1. Interest Rate Risks:
A conservative policy is adopted in managing Interest rate risks whereby most of

the Bank’'s assets and liabilities can be re-priced in the short term. This limlits
the effect of interest rates change on the Bank's profitability and on the price of
its assets and investments.

Interest rate risks are managed by the Asséts and Liabilities Committee whereby
it is provided with regular gap reports of interest rates re-pricing in addition to
per currency interest rate price changes sensitivity reports, these reports shows
that interest rate risks are within the lowest range.

2. Currency Risks:

The Bank policy Is to fully hedge the currency risk by not maintaining open
positions in foreign currencies only within the Iimits set and according to a clear
policy which reduces the sensitivity of the Bank’s profitability to currency price
changes. Ceillngs are placed for open positions for each currency and total
currencies, as weill as daily evaluations for these positions to reduce the risks of

currency exchange rates to minimum.

3.Change in Stock Price Risks
Trading portfolio risk management depends on a policy that is based on

diverslfication of investments. Investrments are distributed on a sectoral basis, to
include the most stable sectors, and across several financial markets to reduce
risks to acceptable levels. Regular monitoring of risks is also conducted through:

- Determining the different investments cellings

- Determining limits to stop losses per investment and Its daily monitoring.

- Regular assessment of the investment portfolio by an independent body {middle
affice).

- Performing sensitivity analysis to measure the cxtent to which these
investments may be Impacted should the markets invested in drop, so as to
maintain risks within levels acceptable to the Bank.

These risks are managed by the Risks Management Department in cooperation
with the Treasury Department and their recommendations are submitted to the
Assets and Liabillties Management Committee.



C.Liguidity Risks
The bank continuously works on expanding its deposlitors base and deversifying

its money Injection with the aim of keeping its stability, where they focus on
keeping Its level of liquidity within clear limits that include lowering liquidity risks
to the minimum,

The bank’'s policy in liquidity risk management also tries to maintain limits at
corresponding banks that include getting the liquidity at the accepted speed and
cast in case of any unexpected incidence on the liquidity.

To measure liquidity levels at the bank, schedule is prepared periodically to
make sure of maintaining liquidity levels within the accepted level, in addition to
calculating liquidation rates on a daily basls to fulfil control requirements and
inner policies. Different scenarios’ effects on the banks wallet are determined
and measured to confirm their ability to withstand any changes in the financial
markets.

The treasury department manages funds In line with the Bank’s liquidity policy
that was endorsed by the Assets and Liabllities Management Committee and
submits regular reports to the Committee. Moreover, the risk management
department monitors the liquidity levels and ensure adherence to the Bank’s

internal policies,

D.Operational Risks
The Unit implements a comprehensive system at the level of the Bank to identify

the operatlonal risks that arise from the Bank operations including the reputation
risk and the best practices to limit the effect of those risks. The Unit reviews
controls and procedures regularly and in coordination with the internal audit
department to assess the compliance with those procedures.

In coordination with all Bank departments, the unit gathers data related to
losses resulted from operational risks to prepare more effective way In
forecasting these risks in the future.

The Unit implements a comprehensive policy for data and assets security based
on the best international practices. The employees of the Unit follow up on the
implementation of the plan especially with the internal audit and the IT

department.

To ensure mitigation of operatlonal risks on the activities of the Bank, a business
continuity policy and an emergency plan are being developed; the objective is to
secure a substitute location that Is fully equipped for use during emergencies or
catastrophes which may preclude accessing the bank’s main branch
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Stress testing situations

Within the bank's management expected risk management frame and being
prepared to deal with these risks, negative stress situations that might face the
bank and its operations are detected and its effects are measured on the banks
liguidity and reputation. In addititon, weak points that the bank face resulted from
stress are identified to the board of directors and executive management, in order
to develop a strategic plan to limit its effects and tackle it or even avoid It if
happened agaln. Stress testing also targets improving and enhancing the risk
management of the bank by complying to the orders and control regulations
produced for that case, and the best international customs.

Choosing stress testing senarios mechanism,

Case senarios that cover all risks encountered by the bank are chosen, where a
measurment of the stress Is made on different bank investments whether it is on
the level of a facilites wallet investment wailet ievel as follows:

1-  Measuring the effect of stress sitiuations on the banks credit portfolio whether
If there is an increase in the percentage of non performing loans due to many
factors including concentration in granting credits, fall in economic sectors
due to financial crises, type of credit portfolio, decrease in the value of
advanced guarantees and other factors. The effect of these risk scenarios are
put in the income, balance and capital adequecy.

2-  Measuring the effect of stress sitiuations on the banks investments whether
there is a drop In the liquidity of the markets invested In, and a drop in the
investment’s value due to financial and economic crises. The effect of these
risk scenarios are calculated on the income, balance and capital adecuecy.

3-  Measuring the effect of stress sitiuations on the banks assets and liabilities in
the case of changes In prices of 1D exchange with foreign currencies.

4- Measuring the effect of stress situtations on the banks liquidity due to several
factors including losing banks investments from deposits at other banks,
concentration of bank’s deposit clients and other banks placing deposits at
our bank, extensive deposit withdrawl and changes In prices of JD exchanges
with foreign currencies. The effect of these risk scenarios are calculated on
the legal liquidity rate and on the liquidty according to accrual bases.

5-  Measuring the effect of stress on the banks operating iisks. The effect of this
risk scenarlo is calculated on the capital adequcy.

Based on those test results; contingency plans are formed to face financial and
economic crises, policies determine the concentration of facilities and investments,
in addition to policles that face that banks assets and liabilities, and activating tools
that lower risks such as hedging and offseting for balance sheet items and
accepted guarantees, In accordance with the stress testing results,
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venmental appl of stress testi ituation
Board of director’s responsibility
1- Revewing stress testing resuit semi-annualy {every 6 months), to take
decisions that suit these results and therefore assure the banks safety In the

case of any of the scenarios.

2-  Confirming that the executive management will perform and stick to the pfans
and policles placed to face any stress faced by the bank,

3- The Committee has to check that the risk management are performing stress
testing periodicaly. Committee must have a pivotal role in confirming the
scenarlos used, analysing the tests results and place the right procedures that
should be taken depending on the results.

Executive management responsibility !

1- Placling the right recommendations that are based on the stress testing results
made, and presenting them to the board of directors,

2- Implementing the decisions made by the board of directors and that are related
to the bank’s stress testing results, in addition to informing the board with the

results,

3- Implement and control stress testing, has to match what was agreed upon by
the board of directors,

4- Taking the stress testing results into consideration when planning capital with
the alm of reaching the capital that matches the bank's strategy and its risk
structure, In addition to taking the results into consideration while performing
ICAAP,

5- Cooperation between all the different bank departments by coordianting with
the risk management te come up with the closest real world stress testing
results that the bank might be prone to as a result of the financial, local and
international economic situations.

The bank definition for applying defaults and the mechanism of
processing defaults ;

The is inline with the regulatories instructions and the best practice in the
banking sector In relation to applying the defaults and the mechanism to process
the default debits.

Default debits are the facliitles that have a watch list risk or worse, the following
Is a brief description on these degrees:

Watch List: borrowers with no assured profits and extremely unstable
operational revenues, Its history shows its decrease along with an Increase in
the allowance for doubtful account with no sufficient guarantees and his
exposure Is greater than the accepted standards in the relevant sector. Also the
management and controls are weak. Debits calssified as watch list will remain
for a period of time so it can be controlled to improve its credit classification In
case the given facls lead to classifying it under watch list category or decreasing
its credit classification.
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Substandard: Borrower who is not acceptable to deal with credit wise, as getting
the granted facilities back based on the operational revenues are questionable
and his assets are not protected in an acceptable net equity, also his abillty to
committ to debits or providing additional guarantees Is weak. Facilities classified
under this level of risks requires a special provision according to the instructions
of the central bank of Jordan.

Doubtful: The bank’s chances of retrieving the debt granted to the borrower is tn
a doubtful place with a probability of losing a part of the original debt, and this is
under the glven circumstances that show the borrower’s nability of cormmitting
to his payments towards the bank. Facilities classified under this level of risks
requires a special-provision according to the instructions of the central bank of
Jordan.

Loss: There Is a probability of getting back part of the granted amount in the
future as the bank still belleves that there might be a slight chance of retrieving
the granted loan which is why they are not writing off that debt yet. Facilities
classified under this level of risks requires a speclal provision according to the
instructions of the central bank of Jordan.

General rules to be followed when dealing with default debts:

. Any suggested schedule must be based on the clients ability to commit to it
as the banks alm is not only to improve the credit portfolio classification,
but to also retrieve the loan amount granted to the client. -

. While planning the repayment schedule, a study of the borrowers’s cash flow
rmust be done, especially if the borrower has liabilities towards creditors other
than the bank, requiring the bank to study the borrower’s cash flow, current
guarantees and any other extra assets that can be facilltated as a an extra
source for the repayment, or having it act as an additional guarantee to
reduce the client’s credit risk. Other aspects of the client are also studied
which Include the client’s ability to manage the facilities and the safety of
legal documents and contracts In the banks posession where they protect the
banks rights incase legal actions are taken with regards to the borrower,

. In a case where the client is committed to his repayment schedule for a
period of no less than 3 months, then his account’s classification is improved
to running debt.

Internal credit classification system:

The bank adopts Moody's system to classify clients acting as corporates , SME's
and middle markets. The aim of this system Is to asses credit risks at the clients
level and te facilities provided, and express them in a way that gives each
facilitated client a rank from 1-10, explaining his risk level where level (1} is the
least risk. Clients classification is the credit department’s responsibility.
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When applying the system, the following can be guaranteed:

The ability to maintain high qualities for the banks credit wallet, control the

wallets performance and determine the right plans and strategies for the future

management of credit risks.

Connecting credit quality to the efficiency of performance and pricing.

Determining the party responsible for accepting to grant andlor renew facllities.

The foliowing table clarifies the standards that were placed with different

weights for different client classifications:

Indicator Indicator’'s nature
Financial items Quantitative
Management Qualitative
Corporate Qualitative
Economic sector Qualitative

And to calculate the classification, financial statements that cover 3 years and
information about the economic sectors performance must be available, thus
clients that are granted with facilities are classified according to the following

table:

Risk level Rislc rank
Excellent 1
Strong 2
Good 3-4
Satisfactory 4
Adequate 5
Marginal 6
Watch List 7
Substandard 8
Doubtful 9
Loss 10

Mechanism used to calculate expected credit losses on financial tools for

each item seperately

Expected credit losses are calculated on an individual basis on a system that was
previously applied by the bank according to the calculation syllabus adopted by
the board of directors and external auditor while preparing quarter and year end

data.
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A. Probability of Default:

Probability of default is measured for the purpose of calculating the expected
credit losses of each IFRS (9) stages by using statistical models depending on
previous data and the credit exposure classification, in addition to stress testings
that are related to economlc indicators of the corporates and SME's facilities
portfolio. As for the consumers facilitles portfolio, statistical models have been
adopted and depend on the product criteria and the clients credit behaviour.

According to what IFRS (9) Includes, all credit exposures and loan tools are
listed in the stage (1). The probabillity of stumbling on an exposure Is taken into
consideration. As for the credit exposures under stage 2, the probability of
stumbling on a credit exposure is taken into consideration based on whats left in

the credit exposure’s timeline,

B, Loss Given Default:
When calculating the loss given default , an assesment of the early recived

guarantees is made in return for granting credit exposure, and only collatrals
that are classified as risk facilitators are taken into consideration (Legally
documented within credit contracts with nothing prevents the bank from
reaching it) for purposes of calculating the repayable amount from the credit
exposure after applying sepacified deductable rates in the loan instruction
classification number (47/2009). Loss rates are applied by LGDs on the part that
is not covered by the credit exposure depending on previous rates for financial
repayables resulted from processing the collatrals resulted from the default.

C. Exposure at Default:
The amounts that will be used by the debit side and the type of loan tool will be

taken Into consideration when calculating the credit exposure for purposes of
calcuiating the expected credit lass for every stage of the IFRS (9). Usage rate
are calculated after performing a study on withdrawal and rates of currencies
and different loans in the past.

In direct credit exposures also (no financed) also considered to be an actual
credit exposures and a credit loss for them is being claculated also propapilly of
default for Lhem s being calculated based on the hsitorical studies.

D. Time value of maoney:
The current expected credit value loss is calculated by using the time vaiue and

active interest rate (EIR) given for credit exposures as a discounting factor.

The governmental of applying internatioanl financial reporting standard
requirements which Insures the management responsibility and the management
to excute those requitement to Insure complying with the standard requirement.
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Board of directot's:

Board of directors will look on the operations and results of calculating provisions
acccording to the international standard to take the right decisions that agrees
with the results, and make sure that the executive management is committed to
the placed operations and policies for provisions in order to aprove the granted
policy to identify the extracrdinary situations which has a proper justification for
adjusting the results and the out comes of the system to select an independent
party which has the authority to take unordinary decisions or to adjust and
represent the adjustings in those situations on the board and to approve it,

Risk committee
Risk committee is responsible faor supervising the provision calculation operation

according to international standard and to make sure of the following:

- Insures that provisions cover expected credit joss

- Capital adequicy is within the requested level and guarantee its stability and
not having it drop below the specified limit

- Price mechanism covers provision costs

Audit committee

Results of provision calculations according to international standard are shown to
the audit committee where they check that the expected credit loss is covered
by the bank and check Its efficiency on all financial data

Executive management

Executive management present the risks. When pricing credit exposures, policies
and procedures are updated to continue with assesing credit risks and the
measuring system for all intended consumers.

Executive management s responsible for implementing the reliable credit risk
strategies by the board of diretors and develop policies and procedures stated

above.

Risk management department

Risk management deparlment makes sure that all provisions fully cover the
credit losses by International standard and present results to the board of
directors, risk committee and the excculive management.
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