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INDEPENDENT AUDITOR’'S REPORT

AM/ 4716

To the Shareholders of
Jordan Ahli Bank

Public Shareholding Company
Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Jordan Ahli Bank and its subsidiaries
“the Bank” which comprise the consolidated statement of financial position as at
December 31, 2017, and the consolidated statement of income and other comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows
for the year then ended, and a summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financia! position of the Bank as at December 31, 2017,
and ks consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Bank in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants together with the other ethical
requirements that are relevant to our audit of the Bank’s consolidated financial statements in
Jordan, and we have fulfilled our other ethical responsibilities. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Matters

The consolidated financial statements for the year ended December 31, 2016 were audited
by Deloitte and Touche (Middle East) — Jordan as the sole auditor for the Bank for the year
2016. Unqualified opinion and unwualified conclusion were issued on these consolidated
financial statements on February 28, 2017. Ernst & Young - Jordan and Deloitte and Touche
{Middle East) - Jordan were appointed as joint auditors of the Bank for the year 2017 in
accordance with Central Bank of Jordan regulations for corporate governance,

The accompanying consolidated financial statements are a translation of the statutory
consolidated financial statements which are in the Arabic language and to which reference
should be made.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were most
significant in our audit of the consclidated financial statements of the current year. These
matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

Key audit matters How our audit addressed the key audit matters

1. Adequacy of Credit Facilities | Scope of Audit to Address Risks
Impairment Provision and
Suspension of Interest
The performed audit procedures included

The provision for credit facilities
impairment is significant to the Bank's
financial statements. Moreover, its
calculation reguires making
assumptions and management’s use of
estimates for the drop in credit ratings
and un-collectability due to some
sectors’ deteriorating financial and
economic  conditions, inadequate
guarantees, and the suspension of
interest arising from default according
to regulatory authorities’ instructions.
Moreover, the net credit facilities
granted by the Bank to customers
amounted to JD 1,484 million, which
represent 54% of total assets as of
December 31, 2017.

The nature and characteristics of credit
facilities granted to customers do vary
from one sector to another, and from
one country to another, due to the
Bank's gecgraphical deployment.
Consequently, the calculation method
of the provision for credit facilities
impairment varies due to diverse
sectors and different risk assessments
for those countries, as well as due to
their legal and statutory requirements
and the requirements of the Central
Bank of Jordan.

understanding the nature of credit facilities
portfolios, and evaluating the reasonableness of
management’s estimates of the provision for
credit facilities impairment, collection procedures
and follow- up, as well as suspension of interest.
Furthermore, we reviewed and understood the
Bank’s policy for calculating provisions. We also
selected and reviewed a sample of performing,
watch-list, and non-performing credit facilities at
the Bank's level as a whole. In addition, we
evaluated the factors affecting the calculation of
the provision for credit facilities impairment such
as evaluating available guarantees and
collaterals, customers’ financial solvency,
management’s estimates of expected cash flows,
and regulatory authorities’ statutory
requirements. We also discussed these factors
with executive management to verify the
adequacy of recorded provisions. Moreover, we
re-calculated the provisions to be taken for those
accounts and verified suspension of interest aon
non-performing or defaulted accounts and the
Bank’s adherence to the regulatory authorities’
instructions, requirements and related
International  Accounting  Standards, and
assumptions used for the calculation of the
provision for credit facilities impairment.

We also evaluated the adeguacy of disclosure
relating to credit facilities, provision for credit
facilities impairment, and risks set out in Note (8).
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Financial Assets not Listed in Active
Markets

The Bank holds non-current financial assets
within the financial assets portfolio through
other comprehensive income statement of 1D
29,401,562 as of December 31, 2017. These
assets should be stated at fair value in
accordance with International Financial
Reporting Standard (IFRS 9).

Fair value determination of financial assets
requires the Bank's management to make
several judgments and assessments and to
rely on non-listed prices input. Consequently,
management’s fair value estimation of these
assets was significant to our audit.

Scope of Audit to Address Risks

Audit procedures included evaluating internal
procedures relating to the determination of
financial assets fair value and examination of
their efficiency. In addition, audit procedures
include evaluating the estimates adopted by
the Bank's management to determine the fair

value of non-current financial assets.
Moreover, these estimates have been
compared to the requirements  of

International Financial Reporting Standards

and discussed in light of available
information.

The audit procedures also included
evaluating the adopted methodology,

appropriateness of evaluation models, and
input used to determine the fair value of
financial assets. They included as well
reviewing the reasonableness of the most
significant input in the evaluation process
through reviewing Iinvestee companies’
financial statements or obtaining secondary
market prices as well as other reviewed
inputs.

We also evaluated the adequacy of disclosure
relating to financial assets at fair value
through other comprehensive income as set
out in Note (9).

Assets Foreclosed by the Bank against
Debts

Assets seized by the Bank are shown at
acquisition value or fair value, whichever is
lower. As of the consolidated statement of
financial position date, these assets are
revalued individually at fair value based on
approved bases and methods according to the
requirements of the International Financial
Reporting Standards. Moreover, any related
impairment in their value is recorded based on
recent real estate evaluations and approved by
certified real estate appraisers in line with CBJ
requirements.

Scope of Audit to Address Risks

A revaluation of the foreclosed assets is
required by the Bank at least once every two
yvears to determine their fair value and to
reflect the effect of their impairment {if any)
in the income statement according to
International Financial Reporting Standards.
Moreover, our audit procedures included
obtaining experts assistance to help us verify
the fair value of the foreclosed assets and
review the reports of the real estate
appraisers hired by the management to
evaluate these properties in line with CBJ
requirements.

We also evaluated the adequacy of disclosure
relating to assets foreclosed by the Bank
against debts as set out in Note (14).
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Other Information

Management is respeonsible for other information. Other information comprise the other
information in the annual report excluding the consolidated financial statements and the
independent auditor’s report thereon, which is expected to be made available to us after
the date of our audit report.

Our opinion on the consolidated financial statements does not cover other information,
and we do not express any form of assurance or conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is
to read other information and, in so doing, consider whether other information is materially
inconsistent with the consolidated financial statements, or our knowledge obtained in the
audit, or otherwise appears tc be materially misstated.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRS, and for such internal control as management
determines necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for
assessing the Bank’'s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Bank or cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial
reporting process.

Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements
Qur objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with ISA’s, we exercise professional judgement and
maintain professional skepticism throughout the audit. We also:

¥ Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due te fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than the one resulting from error, as fraud may involve
collusion, forgery, intentional omission, misrepresentations, or the override of
internal control.
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» Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

> Conclude on the appropriateness of management’s use of the going concern basis of
accounting, and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Bank’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements or, if such disclosure are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Bank to cease to continue as a going concern.

> Evaluate the overall presentation, structure and content of the consolidated financial
statements, including disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

> Obtain sufficient and appropriate audit evidence regarding the financial information
of the entities or business activities within the Bank to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement on our compliance with
relevant ethical requirements regarding independence, and communicate with them about
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards procedures.

From matters communicated with those charged with governance, we determine those
matters of most significance in the audit of the consolidated financial statements of the
current years, and are therefore, the key audit matters. We describe these matters in our
auditor’s report unless law and regulations preclude public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
The Bank maintains proper accounting records duly organized and in line with the
accompanying consolidated financial statements.

Amman - Jordan
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JORBDAN AHLI BANK

(A PUBLIC SHAREHOIDING LIMITED COMPANY}
AMMAN - JORDAN

CONSOLIDATED STATEMENT OF FINANCIAL PQSITION

ASSETS
Cash and balances at ¢central banks

Balances at banks and financial institutions
Deposits at banks and financial institutions
Financial assets at fair value through profit or loss
Direct credit faciiities - net
Financial assets at fair vaiue through other comprehensive income
Financial assets at amortized cost
Investments in associates and unconsolidated subsidiary company
Properties, equipment, and projects under construction- net
Intangible assets - net
Other assets
Deferred tax assets
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES:
Banks and financial institutions deposits
Customers deposits
Cash margins
Borrowed funds
Subordinated Bonds
Various provisions
Provision for income tax
Deferred tax liabilities
Other liabilities

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY:
Subscribed and paid-up capitzl
Statutory reserve
Voluntary reserve
Periodic fluctuations reserve
Special reserve
General banking risks reserve
Fair vaiue reserve - net
Retzained earnings
Total Sharehelders' Equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

December 31,

MNote 2017 2016
D hy

4 288,714,620 201,989,051
5 177,424,795 185,788,643

& 5,037,813 10,037,793
7 954,381 968,373
8 1,483,922,385 1,447,236,602
9 29,401,562 29,011,930
10 542,617,540 754,809,955
11 3,528,666 5,106,980
12 56,363,728 46,831,590
13 19,787,541 21,141,035
14 113,539,543 106,377,371
21 7,659,003 6,219,227
2,728,951,577 2,815,518,550
15 78,304,658 57,353,655
16 1,918,660,372 2,067,254,759
17 251,959,516 255,883,131
18 106,775,265 88,520,033
19 25,000,000 -
20 3,885,125 3,392,889
21 4,418,203 926,721
21 491,607 1,002,584
22 33,265,530 38,479,374
2,422,765,316 2,512,853,146
23 183,750,000 175,000,000
24 54,023,096 52,015,203
24 24,736,083 33,486,083
24 2,612,649 2,394,566
213,054 213,054
24 15,334,522 14,988,716
25 612,985 1,861,943
26 24,603,872 22,705,839
306,186,261 302,665,404

2,728,951,577

2,815,518,550

THE ACCOMPANYING NOTES FROM (1) TO (47} CONSTITUTE AN INTEGRAL PART OF
THESE CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

AND WITH THE ACCOMPANYING AUDIT REPORT.



JORDAN AHLI BANK
(A PUBLEIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
CONSOLIDATED STATEMENT OF INCOME

For the Year Ended

December 31,

Note 2017 2016
jo jD
Interest income 27 146,723,065 139,234,932
Interest expense 28 61,385,926 53,566,118
Net Interest Revenue 85,337,139 85,668,814
Commissions revenue - net .28 20,991,938 21,332,904
Net Interest and Commissicns Revenue 106,329,077 107,001,718
Foreign exchange income 30 3,333,018 3,313,517
Income (loss) from financial assets at fair value through profit or loss 31 2,203 {61,783)
Dividends from financial assets at fair value through other comprehensive income 953,223 763,627
Other revenue 32 8,103,38S 4,522,051
Totai Revenue Excluding Interest and Commissions 12,391,833 3,937,412
Gross Income 118,720,910 _ 115,939,130
Expenses:
Employees expenses 33 40,184,806 43,185,981
Depreciation and amortization 12,13 12,185,014 8,909,010
Other expenses 34 28,305,050 28,224,825
Provision for impairment in direct credit facilities 8 11,886,286 24,031,418
Provision for impairment in forceclosed assets 14 65,052,012 3,393,389
Total Expenses 98,617,168 107,744,623
Income from operaticns 20,163,742 8,194,507
Bank's share of associate company’s {losses) i1 {24,815) (13,559}
Income for the Year before Taxes 20,078,927 8,180,948
Income tax 21 (6,760,042} {2,906,015)
Income for the Year 13,318,885 6,274,933
Attributable to:
Bank's sharehoiders 13,318,885 6,274,933
13,318,885 6,274,933
Earnings per share
attributable to the Bank's sharehoiders :
Basic and Diluted 35 0.073 0.034

THE ACCOMPANYING NOTES FROM (1) TO (47) CONSTITUTE AN INTEGRAL PART OF
THESE CONSCLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.
AND WITH THE ACCOMPANYING AUDIT REPORT.



JORDAN AHLI BANK

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

Income for the year

For the Year

Ended December 31,

Other Comprehensive Income Items:

Items not to be Subsequently Transferred to the Consolidated Statement of Income:

(Loss) from sale of financiat assets at fair value through ather comprehensive income

Change in fair value reserve - net

Gross Comprehensive Income

Gross Comprehensive Income Attributable to:

Bank's shareholders

2017 2016
D 1D
13,318,885 6,274,933
(99,070) (286,846)
(948,958) 658,531
12,270,857 6,646,618
12,270,857 6,646,618
12,270,857 6,646,618

THE ACCOMPANYING NOTES FROM (1) TO (47) CONSTITUTE AN INTEGRAL
PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE

READ WITH THEM AND WITH THE ACCOMPANYING AUDIT REPQRT.
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JORDAN AHLI BANK

{A_PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN

CONSOLIDATED STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Income for the year before taxes
Adjustments:
Depreciation and amortization
Provision for impairment in direct credit facilities
Various provisions
Provision for impairment in foreclosed assets
Provision for violated foreclosed assets
Loss from revaluation of financial assets at fair value through profit or loss
{Gain) on the sale of properties and equipment
Bank's share of associate Company's (gains)
Various provisions no longer needed
Net interest
Effect of exchange rate fluctuations on cash and cash equivalents
Income before Changes in Assets and Liabllities
Changes in Assets and Liabilities:

Decrease (increase) in cash and balances at central banks due after 3 months

Decrease in deposits at banks and financlal institutions due after 3 manths
{Increase} In balances with restricted withdrawal
{Increase) in financial assets at fair value through profit or loss
(Increase} In direct credit facilities - net
{Increase) decrease In other assets
(Decrease) increase in customers' deposits
(Decrease) in cash margins
(Decrease) increase in other liabilities
Net Changes in Assets and Liabilities

Net Cash Flows {used in) Generated from Gperating Activities before Income Tax

and grovisions paid
Inceme tax paid
End-of-service indemnity paid and other
Net Cash Flows {used in) Generated from Operating Actlvities

CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease in investment in associate and subsidiary companies

(Increase) in financial assets at fair value through other comprehensive income

Decrease {increase) in financial assets at amortized cost

(Purchase) of properties and equipment, projects under construction, and intangible assets

Proceeds from sale of properties and equipment
Net Cash Flows generated from (used in) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:

increase in borrowed funds

Dividends paid to shareholders
Net Cash Flows Generated from Financing Activities

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

Cash and cash equivalents - beginning of the year
Cash and Cash Equivalents - End of the Year

For the Year Ended
December 31,

Note 2017 2016
D 1D
20,078,927 8,180,948
12,13 12,189,014 8,509,010
8 11,886,286 24,031,418
20 1,159,884 836,558
14 519,143 2,603,231
14 5,532,869 790,158
31 32,911 36,231
(15,430) (347,255)
11 24,815 13,559
20 - (959,164)
{2,759,138) (3,682,554)
30 (857,477) (1,596,226)
47,791,804 38,415,914
8,224,400 (779,900)
4,995,980 4,609,717
{65,915) (31,265)
(18,919) (538,632)
(48,572,065)  (243,944,919)
(3,346,6186) 9,877,430
(148,634,387) 285,072,034
(3,923,615)  (23,314,186)
(12,309,446) 1,781,593
(203,646,587) 32,731,872
(155,854,783) 71,147,786
21 (4,708,336) (9,028,571)
20 (667,648) {147,711)
(161,230,767) 61,971,504
1,553,499 99,259
{1,948,637) (854,731)
212,192,415  (152,952,007)
12,13 {24,305,609)  (16,216,565)
3,353,381 855,396
191,445,049 (169,068, 148)
43,256,232 42,955,469
(8,758,828)  {17,438,732)
34,497,404 25,516,737
30 857,477 1,996,226
65,569,163 (79,583,681)
321,995,243 401,578,930
36 387,564,412 321,995,249

THE ACCOMPANYING NOTES FROM (1) TO (47) CONSTITUTE AN INTEGRAL PART OF
THESE CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

AND WITH THE ACCOMPANYING AUDIT REPORT.
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JORDAN AHLT BANK
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN — JORDAN
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

N

1. General

Jordan Ahli Bank was established in the year 1955 as a Public Shareholding
Limited Company under ID No. (6) on July 1, 1955 in accordance with the
Companies Law for the year 1927, with headquarters in Amman. Its
address is Queen Noor Street, P.O. Box 3103, Amman 11181 Jordan. The
Business Bank was merged into the Bank effective from December 1, 1996,
Moreover, Philadelphia Investment Bank was merged into Jordan Ahli Bank
Company PSC effective from July 1, 2005.

The General Assembly resolved, in its ordinary meeting held on April 30,
2017, to increase the capital by 5% to become 183,750,000
share/Jordanian Dinar through the distribution of free shares from the
voluntary reserve. Moreover, the approval of the companies’ controller was
dated May 10, 2017 and the approval of the Jordan Securities Commission
board was dated May 16, 2017.

The Bank provides all banking and financial services related to its business
through its main office, branches in Jordan (56 branches), external branches

" in Palestine and Cyprus (8 branches) and subsidiary companies in Jordan.

The Bank’s shares are listed in Amman Stock Exchange - Jordan.

The consolidated financial statements have been approved by the Bank’s
Board of Directors in its meeting No. (3) held on February 22, 2018, and
are subject to the approval of the Central Bank of Jordan and the General
Assembly of Shareholders.

Significant Accounting Policies:

Basis of Preparation of Consolidated Financial Statements

The accompanying consclidated financial statements of the Bank and its
subsidiary companies are prepared in accordance with the standards issued
by the International Accounting Standards Board (IASB), the interpretations
issued by the International Financial Reporting Interpretation Committee of
the IASB, the prevailing local rules and rules of the countries where the
Bank operates, and the instructions of the Central Bank of Jordan.

The consolidated financial statements are prepared under the historical cost
convention except for financial assets at fair value through profit or loss,
financial assets at fair value through other comprehensive income which are
stated at fair value as of the date of the consolidated financial statements.
Furthermore, hedged financial assets and financial liabilities are also stated
at fair value.

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

The accounting policies adopted, when preparing the consolidated financial

statements, are consistent with those applied in the year ended December
31, 2016, except for what is stated in note (47.a).

- 11 -



- Basis of Consolidation and Presentation

The accompanying consolidated financial statements include the financial
statements of the Bank’s branches in Jordan and abroad and the following
subsidiary companies under its control. Moreover, control is achieved when
the Bank has the ability to control the financial and operating policies of the
subsidiary companies to obtain benefits from their activities. Additionally,
transactions, balances, revenues, and expenses between the Bank and its
subsidiaries are eliminated. Transactions in transit are shown under “other
assets” or “other liabilities” in the consolidated statement of financial
position.

The Bank's subsidiary companies as of December 31, 2017 are as follows:

A, Ahli Micro Finance Company

Ahli Micro Finance Company is wholly owned by Jordan Ahli Bank. The
Company’s objective is to grant loans to limited income individuals. Its
paid-up capital amounted to JD 6 million, total assets to IJD 24,023,252,
and total liabilities to IJD 12,734,802 as of December 31, 2017. Its total
revenue amounted to JD 7,923,607, and total expenses to JD 7,072,748 for
the year ended December 31, 2017, before excluding any transactions,
balances, revenue, and expenses between the Company and the Bank.

B. __Ahli Financial Brokerage Company
Ahli Financial Brokerage Company is wholly owned by Jordan Ahli Bank with
a capital of JD 5 million. Its total assets amounted to JD 6,318,263, and
total liabilities to JD 692,366, as of December 31, 2017. Moreover, its total
revenue amounted to JD 295,264, and its total expenses to JD 351,626 for
the year ended December 31, 2017, before exciuding any transactions,
balances, revenue, and expenses between the Company and the Bank.

C.  Ahli Financial Leasing Company

Ahli Financlal Leasing Company is wholly owned by Jordan Ahli Bank and its
capital is JD 17.5 million. Its total assets amounted to 1D 93,408,923, and
total liabilities to JD 60,012,455 as of December 31, 2017. Moreover, its
total revenue amounted to JD 5,687,362, and its total expenses to 1D
2,141,857 for the year ended December 31, 2017, before excluding any
transactions, balances, revenue, and expenses between the Company and
the Bank. :

D. _Ahli Financial Technology Company
Ahli Financial Technology Company is wholly owned by Jordan Ahli Bank and
its capital is JD 100 thousand. Its total assets amounted to JD 96,434, and
total liabilities to JD 0 as of December 31, 2017. Moreover, its total revenue
amounted to IJD 84, and its total expenses to 1D 3,650 for the year ended
December 31, 2017, before excluding any transactions, balances, revenue,
and expenses between the Company and the Bank.

- The financial statements of the subsidiary companies are prepared for the
same financial year, using the same accounting policies adopted by the
Bank. If the accounting policies adopted by the companies are different from
those used by the Bank, the necessary adjustments to the financial
statements of the subsidiary companies are made to comply with the
accounting policies followed by the Bank.

- The results of the subsidiaries are incorporated into the consolidated
statement of income from the effective date of acquisition, which is the date
on which actual control over the subsidiaries is assumed by the Bank.
Moreover, the operating resuits of the disposed subsidiaries are incorporated
into the consolidated statement of income up to the date of disposal, which
is the date on which the Bank loses control over the subsidiaries.

-12-



Non - controiling interests represent the portion of owners” equity not
owned by the Bank in the subsidiaries.

In case separate financial statements are prepared for the Bank as a stand-
alone entity, investments in the subsidiary companies are shown in
accordance with the equity method.

Sectors Information

The business sector represents a group of assets and operations that share
in providing products or services subject to risks and rewards different from
those of other business sectors, and is measured according to the reports
used by the executive manager and the Bank’s main decision maker.

The geographic sector relates to providing products or services in a specific
econornic environment subject to risks and rewards different from those of
sectors operating in other economic environments.

Direct Credit Facilities

Direct credit facilities are financial assets with specified instaliments,
granted by the Bank or acquired and gave no market value in active
markets, and are valued at amortized cost.

The provision for the impairment of direct credit facilities is recognized
when it is obvious that the amounts due fo the Bank cannot be recovered,
or when there is an objective evidence of the existence of an event
negatively affecting the future cash flows of the direct credit facilities, and
the impairment amount can be estimated. The provision is taken to the
consolidated statement of income.

Interest and commission on non-performing credit facilities granted to
customers are suspended in accordance with the instructions of the Central
Bank of Jordan and applicable laws in the countries where the Bank's
branches or subsidiaries operate.

Impaired credit facilities which specific provisions have been taken against,
are written off after all efforts have not succeeded to recover the assets by
deducting them from the provision. Any surplus in the provision is taken to
the consolidated statement of income, while debt recoveries are taken to
income.

Financial Assets Measured at Amortized Cost

Financial assets measured at amortized cost are the financial assets which
the Bank’s management intends to hold according to its business model to
collect the contractual cash flows which comprise the contractual cash flows
that are payments of principal and interest on the principal outstanding.

Financial assets measured at amortized cost are recorded at cost upoen
purchase plus acquisition expenses. Moreover, the issue premium /[
discount is amortized using the effective interest rate method, and recorded
on interest. Any allocations resulting from the decline in value of these
investments leading to the inability to recover the asset or part thereof are
recorded, and any impairment is recorded in the consolidated statement of
income.

Impairment in the value of these financial assets represents the difference
between the book value recorded at amortized cost and the present value of
the expected cash flows discounted at the effective interest rate.

It is not allowed to reclassify any financial assets to or from this item except
for the cases specified in International Financial Reporting Standards (in
case any of these assets was sold before maturity date, the result of this
sale is recorded in the consolidated statement of income in a separate line
item along with its explanation according to the IFRS requirements
regarding this issue).

- 13 -



Financial Assets at Fair Value throuqh Profit or Loss

Financial assets at fair value through profit or loss represent shares, bonds
and debentures held by the bank for the purpose of trading and achieving
gains from the fluctuations in market prices in the short term or trading
income margin.

Financial assets at fair value through profit or loss are initially stated at fair
value at the acquisition date (purchase costs are recorded in the consolidated
statement of income upon purchase). They are subsequently re-measured to
fair value. Moreover, changes in fair value are recorded in the consolidated
statement of income, including the change in fair value resulting from foreign
currency exchange translation of non-monetary assets. Gains or losses
resulting from the sale of these financial assets are taken to the consolidated
statement of income.

1t is not allowed to reclassify any financial assets to/from this item except for
the cases specified in International Financial Reporting Standards.

It is not allowed to reclassify any financial assets that do not have prices in
active markets and active dealings in this item. Active dealings are those that
take place within 3 months from the date of acquisition.

Dividends and interests from these financial assets are recorded in the
consolidated statement of income.

Financial Assets at Fair Value through Other Comprehensive Income

Fai

These assefs represent investments in equity instruments for the purpose of
keeping them to generate profits in the long term and not for trading
purposes. :

Financial assets at fair value through other comprehensive income are initially
stated at fair value, in addition to acquisition costs, upon purchase. They are
subsequently re-measured fo fair value, and the change in fair value is taken
in the consolidated statement of comprehensive income and within
shareholders’ equity, including the change in the fair value resulting from
foreign currency exchange translation of non-monetary assets. Gains or losses
resulting from the sale of these financial assets are taken to the consolidated
statement of comprehensive income and within shareholders’ equity.
Moreover, the fair value reserve balance that relates to the equity instruments
sold is transferred directly to retained earnings and not through the
consolidated statement of income.

There is no impairment testing on these assets.

Dividends from these financial assets are recorded in the consolidated
statement of income.

r Value
The fair value of a listed financial asset is based on its closing market price in an
active market on the date of the consolidated financial statements.

For

unlisted financial assets with no gquoted market price, no active trading for

some financial assets or derivatives, or no active market, its fair value is
estimated by one of the following ways:

Comparing it to another financial asset with similar terms and conditions.

- 14 -



- Analyzing future cash flows and using the discounted cash flow technique
through adopting a discount rate used in a similar instrument.

- Adopting options pricing models.

Long-term non-interest bearing financial assets and financial liabilities are
valued according to the discounted cash flows and the effective interest rate
method. The discount interest is taken to interest income within the
consolidated statement of income.

The wvaluation methods aim to obtain a fair value reflecting market
expectations, taking into consideration market factors and any expected risks
and benefits upon estimating the value of the financial assets. Moreover,
financial assets of which fair value cannot be reliably measured are stated at
cost, net of any impairment in their value,

Impairment in the Value of Financial Assets
The Bank reviews the values of financial assets on the date of the consolidated

statement of financial position in order to determine if there are any indications of
impairment in their value individually or as a portfolio. In case such indications
exist, the recoverable value is estimated so as to determine the impairment loss.

The impairment is determined as follows:

- The impairment in financial assets measured at amortized cost is the
difference between the book value and present value of the future cash
flows discounted at the effective interest rate.

- The impairment in financial assets at fair value through profit or loss,
recorded at fair value, represents the difference between the book value and
fair value.

- The impairment in the financial assets recorded at cost is the difference
" between the book value and the present value of the expected cash flows
discounted at the market interest rate of similar instruments.

The impairment in value is recorded in the consolidated statement of income. Any
surplus in the subsequent period resulting from previous declines in the fair value
of financial assets is taken to the consolidated statement of income except for the
impairment of financial assets at fair value through the statement of
comprehensive income, in which case the impairment is recovered through the
fair value reserve.

Investment in Associate and Unconsolidated Subsidiary Company
- Associated companies are those companies whereby the Bank exercises

significant influence over their financial and operating policies, but does not
control them, and whereby the Bank owns between 20% to 50% of voting
rights. Investments in associates are stated according to the equity method
in the consolidated financial statements.

- In case separate financial statements are prepared for the Bank as an

independent entity, investments in the associate companies are shown
according to the equity method.
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Properties and Equipment

Properties and equipment are stated at cost, net of accumulated
depreciation and any impairment in their values. Properties and equipment
(except for land) are depreciated, when ready for use, according to the
straight-line method, over their estimated useful lives, using the following
annual rates:

%
Buildings 2
Furniture, fixtures and equipment 10-20
Vehicles 15
Computers 20 - 30
Other 15-20

When the carrying amounts of properties and equipment exceed their
recoverable values, assets are written down to their recoverable values, and
impairment losses are recorded in the consolidated statement of income.

The useful lives of properties and equipment are reviewed at the end of each
year. In case the expected useful life is different from what was determined
previously, the change in estimate is recorded in the following years, being
a change in estimate.

Properties and equipment are derecognized upon their disposal or when
there are no expected future benefits from their use or disposal.

Provisions

Provisions are booked when the Bank has an obligation on the date of the
consolidated statement of financial position as a result of past events, it is
probable to settle the obligation, and a reliable estimate of the amount of the
obligation can be made.

Provision for Employees’ End-of-Service Indemnities

A provision for legal and contractual commitments relating to employees’
end-of-service indemnities is taken according to the Bank’s internal
regulations on the date of the consolidated statement of financial position.

Payments to resigned employees are deducted from the provision amount.
Moreover, the required provision for end-of-service indemnities for the year
is charged to the consolidated statement of income.,

Income Tax

Income tax expenses represent accrued taxes and deferred taxes.

Income tax expenses are accounted for on the basis of taxable income.
Moreover, taxable income differs from income declared in the consolidated
financial statements because the latter includes non-taxable revenue or tax
expenses not deductible in the current year but deductible in subsequent
years, accumulated losses acceptable by the tax authorities, or items not
allowable for tax purposes or subject to tax.

Taxes are calculated on the basis of the tax rates prescribed according to

the prevailing laws, regulations, and instructions of the countries where the
Bank operates.
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- Deferred taxes are taxes expected to be paid or recovered as a result of
temporary timing differences between the value of the assets and liabilities
in the consolidated financial statements and the value on which taxable
income is calculated. Deferred tax is calculated, on the basis of the liability
method in the consolidated statement of financial position, and the deferred
taxes are calculate according to the rates expected to be applied when the
tax liability is settled or tax assets are recognized.

- Deferred tax assets and liabilities are reviewed as of the date of the
consolidated statement of financial position, and reduced in case it is
expected that no benefit will arise therefrom, partially or totally.

Capital
Costs of Issuing or Purchasing the Bank's Shares:

Costs of issuing or purchasing the Bank's shares are recorded in retained
earnings, net of any tax effect of these costs. If the issuing or purchasing
process has not been completed, these costs are recorded as expenses in the
consolidated statement of income.

Accounts Managed on Behalf of Customers
These represent the accounts managed by the Bank on behalf of its customers,

but do not represent part of the Bank's assets. The fees and commissions on
managing these accounts are taken to the consolidated statement of income.
Moreover, a provision is taken for the decline in the value of capital-guaranteed
portfolios managed on behalf of its customers.

Offsetting

Financial assets and financial liabilities are offset, and the net arnount is reflected
in the consolidated statement of financial position only when there are lega! rights
to offset the recognized amounts, the Bank intends to settle them on a net basis,
or assets are realized and liabilities are settled simultaneously.

Realization of Income and Recognition of Expenses

- Income is realized and expenses are recognized on an accrual basis, except
for interest and commission on non-performing credit facilities, which are
not recognized as revenue but taken to the interest and commission in
suspense account.

- Commission is recorded as revenue when the related services are provided.
Moreover, dividends are recorded when realized (approved by the General
Assembly).

Recognition of Financial Assets
The purchase or sale of financial assets is recognized on the trade date (the date

on which the Bank commits itself to purchase or sell the financial assets),

Financial Derivatives and Hedge Accounting

Hedged Financial Derivatives

For hedge accounting purposes, the financial derivatives are stated at fair value,
Hedges are classified as follows:

- Fair value hedge: hedge for the risk of change in the fair value of the
Bank's assets and liabilities.

When the conditions of effective fair value hedge are met, the resulting gain
or loss from re-measuring the fair value hedge as well as change in the fair
value of hedged assets and liabilities is recognized in the consolidated
statement of income.
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When the conditions of effective portfolio hedge are met, the gain or loss
resulting from the revaluation of the hedging instrument at fair vaiue as well
as the change in the fair value of the assets’ or liabilities’ portfolio are
recorded in the consolidated statement of income for the same period.

- Cash flow hedge: hedge for the risk of change in the current and expected
cash flows of the Bank's assets and liabilities.

When the conditions of effective cash flow hedge are met, the gain or loss of
the hedging instruments is recognized in the consolidated statement of
comprehensive income and within shareholders’ equity. Such gain or loss is
trapnsferred to the consolidated statement of income in the period in which
the hedge transaction impacts the consolidated statement of income.

- Hedge for net investments in foreign entities:

When the conditions of the hedge for net investment in foreign entities are
met, fair value is measured for the hedging instrument of the hedged net
assets. In case of an effective relationship, the effective portion of the loss
or profit related to the hedging instrument is recognized in the consolidated
statement of comprehensive income and within shareholders” equity. On the
other hand, the ineffective portion is recognized in the consolidated
statement of income. The effective portion is recorded in the consolidated
statement of income when the investment in foreign entities is sold.

-. When the conditions of the effective hedge do not apply, gain or [oss
resulting from the change in the fair value of the hedging instrument is
recorded in the consolidated statement of income in the same period.

Financial Derivatives for Trading
The fair value of financial derivatives for trading (such as forward foreign

currency contracts, future interest rate contracts, swap agreements and foreign
currency options) is recorded in the consolidated statement of financial position.
Fair value Is measured according to the prevailing market prices, and if not
available, the measurement method should be disclosed. The change in fair value
is recognized in the consolidated statement of income.

Repurchase and Resale Agreements
- Assets sold with a simultaneous commitment to repurchase them at a future

date continue to be recognized in the consolidated financial statements as a
result of the Bank's continuous control over these assets and as the related
risks and benefits are transferred to the Bank upon occurrence., They also
continue to be measured in accordance with the adopted accounting policies.
Amounts received against these contracts are recorded within liabilities
under borrowed funds. The difference between the sale price and the
repurchase price is recognized as an interest expense amortized over the
contract period using the effective interest rate method.

- Purchased assets with corresponding commitment to sell at a specific future
date are not recognized in the consolidated financial statements because the
Bank has no control over such assets, and the related risks and benefits are
not transferred to the Bank upon occurrence. Payments related to these
contracts are recorded under deposits with banks and other financial
institutions or credit facilities in accordance with the nature of each case.
The difference between the purchase price and resale price is recorded as
interest revenue, amortized over the life of the contract, using the effective
interest rate method.

Foreclosed Assets
Assets that have been subject to foreclosure by the Bank are shown under "other
assets" in the consolidated statement of financial position at the acquisition value
or fair value, whichever is lower. As of the date of the consclidated financial
statements, these assets are revalued individually at fair value. Any decline in
their market value is taken as a loss to the consolidated statement of income,
whereas any increase is not realized as revenue. Subsequent increase is taken to
the consolidated statement of income to the extent it does not exceed the
previously recorded impairment.
: - 18 -



The impairment in value of foreclosed assets is recorded based on recent and
reliable assessments conducted by certified estimators for the purpose of
impairment calculation, and such impairment is reviewed periodically. Since the
beginning of the year 2015, a gradual provision has been taken for foreclosed
assets against debts owned for more than 4 years according to the Central Bank
of Jordan's instructions in that regard.

Intangible Assets

Intangible assets acquired through merging are stated at fair value at the
date of acquisition, while other intangible assets acquired otherwise are
recorded at cost.

Intangible assets are to be classified on the basis of either definite or
indefinite useful life. Intangible assets with definite useful economic lives are
amortized over their useful lives, using the straight-line method, for a period
not more than 5 years from the acquisition date and recorded as an expense
in the consolidated statement of income. Intangible assets with indefinite
useful lives are reviewed for impairment as of the consolidated financial
statements date, and impairment loss, if any, is recorded in the consolidated
statement of income.

Intangible assets resulting from the Bank's operations are not capitalized.
They are rather recorded in the consolidated statement of income in the
same period.

Any indications of impairment in the value of intangible assets as of the
consolidated financial statements date are reviewed. Furthermore, the
estimated useful lives of intangible assets are reassessed, and any
adjustment is made in the subsequent periods.

Software and computer programs are amortized over their estimated
economic useful lives at annual rates ranging from 14% to 30%.

Foreign Currency

Transactions in foreign currencies during the year are recorded at the
exchange rates prevailing at the date of these transactions.

Financial assets and financial liabilities denominated in foreign currencies are
translated at the average exchange rates prevailing on the consolidated
statement of financial position date and declared by the Central Bank of
Jordan.

Non-monetary assets and liabilities denominated in foreign currencies and
recorded at fair value are translated on the date when their fair value is
determined.

Gains or losses resulting from foreign currency translation are recorded in
the consolidated statement of income.

Translation differences for non-monetary assets and liabilities denominated
in foreign currencies are recorded as part of the change in fair value,
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When consolidating the financial statements, assets and liabilities of the
branches and subsidiaries abroad are translated from the functional
currencies to the reporting currency, using the average exchange rates
prevailing on the consclidated statement of financial position date and
declared by the Central Bank of Jordan. Revenue and expense items are
translated, using the average exchange rates during the year, and exchange
differences are shown in the consolidated statement of comprehensive
income and within shareholders’ equity. When one of these subsidiaries or
branches is sold, the related foreign currency differences are included in the
revenue / expenses within the consolidated statement of income.

Cash_and Cash Equivalents
Cash and cash equivalents comprise of cash and balances at central banks and

balances at banks and financial institutions maturing within three months, less
banks dand financial institutions deposits maturing within three months and
restricted funds.

3.

Accounting Estimates

Preparation of the consolidated financial statements and the application of
the accounting policies require from the Bank's management to perform
assessments and use assumptions that affect the amounts of financial
assets, financial liabilities, and fair value reserve and the disclosure of
contingent liabilities. Moreover, these assessmenis and assumptions affect
revenues, expenses, provisions, and the changes in fair value of financial
assets at fair value through other comprehensive income consolidated
statement and within shareholders’” equity. In particular, this requires the
Bank’s management to issue significant judgments and assumptions to
assess future cash flow amounts and their timing. Moreover, the said
assessments are necessarily based on assumptions and factors with varying
degrees of consideration and uncertainty. In addition, actual results may
differ from assessments due to the changes resulting from the conditions
and circumstances of those assessments in the future.

We believe that the assessments adopted in the consolidated financial
statements are reasonable. The details are as follows:

A provision for non-performing loans is taken on bases and estimates
approved by management in conformity with International Financial
Reporting Standards (IFRSs). The outcome of these bases and estimates is
compared against the provisions that should be taken under the instructions
of the regulatory authorities, under which the Bank's branches and
subsidiary companies operate. Moreover, the strictest of the two outcomes
is used, and in conformity with the (IFRSs).

Impairment loss in foreclosed assets is taken after a sufficient and recent
evaluation of the acquired properties has been conducted by approved
surveyors, and is reviewed periodically. Also, since the beginning of the year
2016, a gradual provision has been taken for the foreclosed assets against
debts owned for a pericd meore than 4 years according te the instructions of
the Central Bank of Jordan regarding this issue,

The fiscal year is charged with its portion of income tax expenditures in
accordance with the regulations, laws, and accounting standards. Moreover,
deferred tax assets and liabilities and the income tax provision required are
recorded.

- 20-



Management periodically reassesses the economic useful lives of tangible
and intangible assets for the purpose of calculating annual depreciation and
amortization based on the general condition of these assets and the
assessment of their useful economic lives expected in the future.
Impairment loss is taken to the consolidated statement of income.

A provision is set for lawsuits raised against the Bank. This provision is
based to an adequate legal study prepared by the Bank's legal advisors.
Moreover, the study highlights potential risks that the Bank may encounter
in the future. Such legal studies are reviewed periodically.

Management frequently reviews financial assefs stated at fair value or at
cost to estimate any impairment in their value. The impairment amount is
taken to the consolidated statement of income,

Fair value hierarchy: The level in the fair value hierarchy is determined and
disclosed into which the fair value measurements are categorized in their
entirety, segregating fair value measurements in accerdance with the levels
defined in IFRS. The difference between Level 2 and Level 3 fair value
measurements represents whether inputs are observable and whether the
uncbservable inputs are significant, which may require judgment and a
careful analysis of the inputs used to measure fair value, including
consideration of factors specific to the asset or liability. The Bank deals with
independent and qualified parties to prepare evaluation studies, where
appropriate methods of assessment and inputs used to prepare the
evaluation studies are reviewed by management.
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‘This item consists of the following:

December 31,

2017 2016
i 10

Cash in vaulis 47,393,687 55,827,031
Balances af central banks:

- Current ang demand accounts 16,136,622 8,024,658
- Time and notice deposits 76,595,500 15,261,385
- Mandatory cash reserve 117,488,811 122,875,977
- Certificates of deposit 31,100,000 -

Total Balances at Central Banks 241,320,533

146,162,020

Total Cash ard Balances at Central Banks 288,714,620

201,989,051

« 1In addition to the cash reserve at central banks, there are restricted balances amaunting to JD 270,305 as of December 31, 2017

(3D 204,390 as of December 31, 2016).

- There are no balances that mature within a period exceeding three months as of December 31, 2017 (JD §,224,400 as of

December 31, 20156}

. Balan B nd Financial i

This item consists of the following:

December 31,

2017 2016
Local Banks and Fingncial Institutions: Jo 1
- Current and demarnd accounts 169,953 300,992
- Depasits due within 3 months or less - 49,500,000
Total Local 169,953 49,800,992
nks and Finangi itutions Abr:
54,950,754 63,131,952
- Cusrent and demand accounts
122,304,088 72,855,699
- Deposits due within 3 months or less
Total Abroad 177,254,842 135,987,651
177,424,795 185,788,643

- There are no restricted balances as of December 31, 2017 and December 31, 2016.

. D i B rnd Financial Institution
This item consists of the following:
Local Banks and

Einancial Institutions

Banks and Financial

Instituticns Abroad

Jotal

Mon-interest bearing balances at banks and financial institutions amounted to JD 55,126,707 as of Becamber 31, 2017 (12 63,143,246 as of Decernber 31, 2016),

December 31,

December 31,

December 31,

Description 2017 2016 2017 2016 2017 2016
Deposits maturing within a period: n ils] il Jo 2 D
- From 3 te 6 months 5,000,000 - - - 5,000,000 -
- Frorn 6 te 9 months - 10,000,000 - - - 10,000,000
- From 9 months to 1 year - - 37,813 37,793 37,813 37,793
Total 5,000,000 10,600,000 37,813 37,793 5,037,813 10,037,793

There are no restricted deposits as of December 31, 2017 {ID 5 millien as of December 31, 2016},
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7. Financial Assets at Fajr Value through Profit or Loss

This item consists of the following:

Listed company shares

8. Direct Credit Facilities - Net

This item consists of the following:

Individuals (retail):

Overdraft accounts

Loané and promissory notes*

Credit cards

Real estate locans

Companies:

a- Corporates:
Overdraft accounts
Loans and promissory notes*

b~ Small and Medium Companies:
Overdraft accounts
Loans and promissory notes*
Government and public sector

Total

{Less): Provision for impairment in direct credit facilities
Suspended interest

Net Direct Credit Facilities

December 31,

2017 2016
D 1D
954,381 968,373
954,381 968,373
December 31,
2017 2016
1D 1D
14,877,311 14,987,764

390,622,192
12,897,176
289,076,862

117,979,470
586,885,250

50,509,148
116,977,877
22,695,285

389,850,749
14,693,636
260,807,630

129,226,465
571,436,672

42,249,538
127,406,049
21,616,898

1,602,520,571

(50,477,858)
(28,120,328)

1,572,275,401%

(97,303,171)
(27,735,628)

1,483,922,385

1,447,236,602

* Net after deducting interest and commissions received in advance amounting JD 19,695,650 as of December

31, 2017 (3D 19,156,300 as of December 31, 2016).
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- Non-parforming credit facilities amounted to JD 141,574,868, which is equivalent to 8.83% of totai direct credit facilities as of December 31, 2017

(JD 178,454,833, which is equivalent to 11.35% of total direct credit facilities as of December 31, 2016).

- Non-performing credit facilities after deducting suspended interest and commissions amounted to JD 116,474,549, which Is equivalent to 7.40% of totat
direct ceadit facillties net of suspended Interest and commission as of December 31, 2017 (JP 151,586,946, which is equivalént to 9.81% of tatal

direct credit facillties net of suspended Interest and commission as of December 31, 2016).
- There are no credit facitities granted to and guaranteed by the Government of Jordan as of December 31, 2017 and 2016.

- The batance of non-perfarming leans transferred to off - consolidated statement of financial position items amounted to IO 61,070,664 up to

Decamber 31, 2017 (3D 43,365,960 up to December 31, 2016). These loans are fully covered by provisions and suspended interest.

- According to the Board of Directors' resolutions, the balance of non-performing debts, in addition to their related suspended interest amounted to

JD 9,251,665 have been written-off during the year 2017, which represent an-and off - consolidated statement of financial positicn items (JD 2,550,862 for the

- The provisiens no ionger needed due to settlements, debt repayments or writing off, and accordingly, transferred ta other non-performing debts amounted te

3D 13,690,552 as of December 31, 2017 (JD 8,719,144 as of December 31, 2016).

. Einanciai A Fair Vajua thr h r Comprehenst ngom

The detalls of this item are as follows:

December 31,

2017 2016

p o

Quoted Shares 11,474,277 12,303,548

Unguoted Shares 12,601,277 11,840,388

Mutual Fund * 5,326,008 4,867,994

29,401,562 29,011,930

*  This item represents investment in Abraj Capital Fund of US Doliars 5.6 million, which is stated at fair value as of December 31, 2017,

The total fund capital amounted ko US Dotlars 2 billion. Mereover, the fund capital is not guaranteed,

- Césh dividend distributions for the above-mentioned financial assets amounted te JD 953,223 for the year ended December 31, 2G17 (02 763,627

for the year ended December 31, 2016).
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10. Financial Assets at Amortized Cost

The details of this item are as follows:

Treasury bills and bonds

Companies bonds and debentures

Less: Impairment provision

Bills and Bonds Analysis:

of fixed return

Total

The maturity dates of financial assets at amortized cost are as follows:

During a year

From 1 to 3 years

More than 3 years

- 28 -

December 31,

2017 2016
D D
484,763,654 696,556,757
57,853,886 58,878,536
542,617,540 755,435,293
- (625,338)
542,617,540 754,809,955
542,617,540 754,809,955
542,617,540 754,809,955
2017 2016
D D
204,405,318 288,171,855
291,327,346 325,388,559
46,884,876 141,249,541
542,617,540 754,809,855
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- Intan la A =
The details of this item are as follows:

Dascription

Balance-beginning of the year

Additions

Amertization for the year
Balance-End of the Year

Annual amortization rate %

Description

Balance-beginning of the year

Additicns

Amagriization for the year
Balance-End of the Year

Annyal amortization rate %

* On the first of Qctober 2016 a new barking system was launched T24 and the old banking system was stopped.

14, Other Assets
The detalls of this item are as follows:

Assets foreclosed by the Bank against debts - net *
Accrued interest and commissions
Checks and transfers under collection
Fareclosed assets sold - net **
Prepald expenses

Various debtors

Real estate for sale

Prepaid rent

Receivables - sale of a subsidiary ***
Refundable deposits ****

Duty stamps

Prepaid [ncome tax

Tempaorary advances

Other debit balances

* The mevement on asseats foreclosed by the Bank against debts is as follows:

ription
Balance « baginning of the year
Additions
Disposals
Impairment loss
Provisian for violated foreclosed assets *=»**
Recovered impaizment loss
Recgvered provision for viclated foreciosed assets
Balance - End of the Year

2017
Computer
Software and
Applications Totat
pln] piv]
21,141,035 21,141,035
5,643,263 5,643,263
{6,996,757) {6,956,757]
19,787,541 19,787,541
14-30
2016
Computer
Software and
Applications Total
pla} D
1,428,562 1,428,562
23,732,508 23,732,508
(4,020,035) (4,020,035)
21,141,035 21,141,035
14-30
December 3%,
2017 2016
pis} ia)
76,838,461 65,696,413
9,959,540 9,554,288
5,837,267 §,967,877
8,626,565 9,796,507
3,126,728 2,686,002
4,023,624 3,598,306
13,620 55,151
1,456,198 1,834 445
515,249 743,048
294,532 315,419
164,477 154,537
. 989,257
2,229,564 4,134,579
453,727 51,542
113,539,543 106,377,371

Foreciosed Assets

2017 2016
0 ib

65,656,413 72,339,431
23,489,319 1,981,134
(7,060,687) (6,972,850)
(519,143) (2,603,231)
(5,532,889) (790,158)
765,428 1,366,175
- 375,012
76,836,461 65,656,413

- According to the Banks' Law, buildings and plots of land fareclosed by the Bank against debts due from customers should be sold within two years from

the ownaership date. For exceptional cases, the Certral Bank of Jordan may extend this pericd for two additional years,

**  During the year 2011, the Bank sold Land No. {879), Basin No. (3), Qatna South; and Land No. (418), Basin No, (3}, Qatna South of Amman Village for

instaliments of JD 4.4 miilion to the South House Trade and Investment Company. An amount of 30 3.4 miffion has been received during the year

2012, Moreover, during the year 2013, a provisicn of 1D one million has been booked for the entire remaining balance since the amount is considerad
a doubtful debt. During the year 2015, the Bank seld the estate on Lands No. {923 and 924), Basin No. (4), Al Shailieh Qwaisme Village of Amman's
sauthern {ands, known as {Baghdad Garage), to Jamal Al Shawabkeh and Partner Corpany for instaliments of J2 3.6 millon. During 2017, the sale
transaction was canceled, and the Bank returnad the first payment of D 900,008 to the buyer. Additionally, during the third quarter of 2017, it was

scld to the Ahli Financial Leasing Company (a subsidiary} at boak value.

***  On December 29, 2014, an agreement was signed with Al Quds Company fer Learning, Training and Consulting to sell the Bank's interest in Al Zarga
Naticnai College Cempany, Incluging its capital share of 100% of the Company's capital, Furthermere, the investment was derecognized on June

3g, 2014,

**** This item represents cash deposits in a foreign trading and financial brokerage company, under liquidation, and is currently restricted until the liquidation
procedures are finalized. A provision was booked for the whole balance amounting 1D 79,864 as of December 31, 2017 and 2016,

e+ According to the Central Bank of Jardan's Circular No. 10/2/4076 , 10/1/7096 , 10/1/6841 and 10/1/2510 issued on February 14, 2017, regarding
assets foreciosed against debts, a minimum of 10% Is deducted as a provision for the violated foreclosed assets as of the end of the year 2016.
Moraover, additional 10% is to pe taken annually until the provision reaches 58% of these properties. As a result a provisign of JD 5.5 millicn is

booked as of December 31, 2017,
The movement on pravision for violated fareclosed assets is as fallows:

Dasgription

Balance-beginning of the year

Additions

Recovered during the year

Provision for sold fareclosed assets
Balance-End of the Year

- 31 -

2017 2016
i 10
4,980,038 4,574,792
5,532,869 790,158
. {375,912)
(484,068) -
10,037,839 4,989,038




15. Banks and Finangial Institytinng Deposits
The details of this item are as fullows:

December 31, 2017 December 31, 2016

Inside Outside Inside Qutside
Jardan Jordan Total Jordan Jordan Total
o i Bl 1D pis} i
Current accounts and demand deposits 1,344,357 3,345,098 4,689,455 892,433 5,307,454 6,199,687
Time deposits 124,731 73,490,512 73,615,243 - 51,153,768 51,163,768
Total 1,469,088 76,835,610 78,304,698 892,433 56,463,222 57,353,655

- There are no banks and financial institutions deposits maturing within a period exceeding three months as of Decembaer 31, 2017 and December 31, 2016.

6. r I

The detzils of this item are as follows:
For the Year Ended December 33, 2017

Small and Medium Government
individuals Corperates Companies and Public Sector Totat
0 i o 1o il
Current accounts and demand deposits 226,152,350 98,867,459 110,764,236 12,891,120 448,675,175
Saving accounts 302,366,406 - - . 302,366,406
Time and nctice deposits 792,831,663 227,764,238 107,922,691 35,100,199 1,167,618791

1,321,350,419 326,631,607 218,686,927 51,991,329  1,918.660,372

For the Year Ended December 31, 2016

Small and Medium Government
Individuals Corperates Companies and Public Sector Total
Jo hlal D io D
Current accounts and demand deposits 254,672,627 120,955,006 122,701,997 15,354,235 522,683,865
Saving accounts 257,598,870 78,469 568,102 B 258,275,441
Time and notice depasits 755,905,663 277,147,028 165,436,522 87,846,240 1,286 335,453
1526851775150 407,180,503 288,736,621 103,200,475 2,067,294,755

o e

Jordznian government and public sector deposits inside Jordaa amounted to 3O 51,771,611, which is equivalent to 2.70 % of total deposits as of Decemier 31, 2017

(30 103,190,383, which is eqizivalent to 4.95% of totai deposits as of December 31, 2016).

Mon-interest bearing deposits amounted to JD 466,949,336 , which is eguivatent to 24,34 % of total deposits as of December 31, 2017 (JD 528,350,577,

which is equivalant to 25.56% as of December 31, 2016).

Restricted deposits amounted to 1D 3,952,230, which is equivalent to 0,21 % of total deposits as of December 31, 2017 (D 1,796,457 which is equivalent to 0.09%

as of December 31, 2016).

Darmant deposits amounted to JO 56,899,751, which Is equivalent to 2,97% of total deposits as of December 31, 2017 (1D 45,258,348 which is equivalent
to 2.19% of total deposits as of December 31, 2016).

Darmant deposits fund amounted to JD 667,415, which is equivalent te 0.03 % of total deposits as of Decemnber 31, 2017 (3D 589,800 which is equivalent to

0.03 % as of Decamber 31, 2016},

17, Casgh Maraing

The details of this item are as follows:

December 31,

2017 2016
o 0
Cash margins on direct credit facilities 206,328,124 207,565,613
Cash margins on indirect credit facilities 30,714,006 31,491,165
Marginal deposits 3,052,392 4,188,881
Other margins 11,864,994 12,637,472
251,955,516 255,883,131
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AR Borrewed Funds

The detaliz of this iter are as fallows:

Amount
Degembar 31, 2017 el
Central Bank of Jardan 4,060,000
Cantral Bank of Jerdan 441,395
Cantral Bank of Jardan 2,511,000
Centrzl Bank of Jordan 2,385,000
Central Bank of Jerdan 16,550,668
Local Bank 2,850,085
Bank for and D {EBRP) 7,050,000
Jordan Mortgage Refinanca Company 10,040,000
Local Bank (Laan to a subsidiary} 2,000,000
Lozal Bank (Laan te a subsidiary} §.444,031
Lacal 2ank {Loan to a subsidiary} 5,000,000
Locat Bank {Loan to 2 subsldiary) 5,000,000
Jordan kortgage Refnance Company 30.000.000
Local Bank (Loan te 2 subsidiary) 485,283
Local Bank (Laan o 2 subsidlary) 1,648,964
iocal Bank {Loan to i subsidiary] 7,281,438
Lecal Bank {Loan o a subsidiary) 188,133
105,975,265
Decambar 31, 2016
Central Bank of Jordan 4,000,000
Central Bank of lordan 1,350,000
Centrat Bank of Jordan 1,350,000
Centrai Bank of Jordan 2,305,000
Central Bank of Jordan 5,510,441
Central Bank of Jordan 3,714,352
Central Bank of Jordan 4,582,181
Jordan Mortgaqe Reflnance Gompany 10,000,000
Local Eank {Loan to a subsidiary} 7.109,825
Local Bank (Qvantraft o 3 subsidiary) 4,491,796
Local Bank {Loan to a subsidiary) 5,547,557
Jordan Marteaas Refinance Company {Lean to 3 subsidiary} 3,004,000
Local Bank fLoan to a jubsidiary} a4,444
Loca! Bank (Loan to a subsidiary) 922,847
Local Bank (Lean ta a subsiciary) 1,134,113
tocal Bank (Loan to 3 subsidiary} 4,594,544
Revelopment and Employment Fund (Loan ta a subsidiary) 83,333
88,520,033

- L7ans with 3 fixad [nterest rate amounted ke IO 106,776,285 as of December 31, 2017 { 1D 858,520,033 as of Dacambar 31, 2016).

Humber of Instaliments

Tetal

£l

o

14

20

6

36

6

26

6

24

30

20

20
20
0
0

~23-

Remalning
30
kN
13
20
0
1
7
1
s
26
18
12
20
20
20
0
1
1

Installments Frequency

semi-annual (nstaliments
semi-anaual Inszatiments
semi-annual instatiments

semi-annual azraliments

semi-annual Instaliments

semi-annuat INgrments

first of March 2018
August 31,2018

26 manthly instaliments
effective frem tha withdrawai
data

March 31.201%

first of July 2018, December
28, 2018, April 3, 2015, May
2, 2019, May 11, 2018,
August 23, 2019 and
December 18, 2019

26 monthily instaliments
effective from the withdrawsl
date
26 monthly instaliments
effettive from the vithdrawal
dita
35 monthly instaliments
effective from the withdrawal
date
24 monthly instaliments
eifective from the vithdrawal
date

semi-annual instalments
semi-annual instaliments
semi-annual installments
semi-annua! instaliments
semi-annual instaliments
semi-annua! instaliments

semi-annual instafments

first of March 2017

1D S miilian overdralt ceiling

24 monthly tnstallmants
effective from the withdrawal
date

first of July 2018, Decamber
28, 2048, April 3, 2019, May
2, 201% and May 1}, 219

24 mpnihly instaliments
effactive fiem the withdrawal
aate

36 monthly instatiments
effective from the withdrawa)
date

24 monthly tnstaliments
effective from the withdrawal
date

36 monthly installments
effactive from the withdrawsl
date
20 monthly tnstaliments
effective from the withdrawal
date after khe grace peried
af six menths

Guamnteas

S milllon deposit
relating to the
Jardan Ahli Bank

Barrowing

Interest

Rata

5.5

4.55-4,75

55

554

H43
2.5
2.5
439
2.5
2.5

25
4.3

4.2%

4.55-4,75

5

5.45-5.8%

Relending

Interest

Ratg

6.279

§.142

5.143

B.686

4,652

8-3.5

B8-3.5

15-18

15-13

15-18

15-18

62759

6,141

6143

8666

4632

4.632

a.652

4.5-8.5

2-9.5

8-9.5

89.5

8-5.5

15-18

15418

15-18

15-18

1513



19. Subordinated Bonds

The details of this item are as follows:

December 31, 2017

Subordinated Bonds non transferrable to shares

No. of issued Bonds Interest
Nominal
Amount Maturity Date Total Remaining Guarantees Rate
hlv] %
25,000,000  Qctober 12, 2023 250 - - 6.75%

During the year 2017, the bank issued subordinated bonds non transferrable to shares for a period of six years through private subscription.

The nominal value of the bond is JD 100,000 at a variable interest rate that equals the discounted interest rate to the Central Bank of Jordan

in addition to 2% margin. Moreover, the interest is paid semi-annually and the bonds mature on Qctober 12, 2023,

20. Various Provisions

The details of this item are as follows:

Year 2017

Provision for end - of - service indemnity
Provision for legal claims against the Bank

Other provisions

Year 2016
Provision for end - of - service indemnity
Provision for the dedine in foreign currencies
Provision for legal clairns against the Bank

Cther provisions

21. Provision for Income Tax

a) Income tax provision:

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

Balance - beginning of the year
Income tax paid

income tax for the year

Balance - £nd of the Year

Balance Balance
Beginning of End of the
Returned to
the Year Additions Used Revenue Year
3D o i ) D D
3,027,634 684,644 (619,948) - 3,092,330
216,160 290,200 (47,700) - 458,660
149,095 185,040 - - 334,135
3,392,889 1,159,884 (667,648} - 3,885,125
2,609,731 528,871 {110,968) - 3,027,634
234,156 115,091 - (349,247) -
241,903 11,000 {36,743) - 216,160
577,416 181,596 - (609,217) 149,095
3,663,206 836,558 (147,711) (959,164) 3,392,889
2017 2016
D k3]
926,721 7,557,618
(4,708,336) (9,028,571)
8,195,818 2,397,674
4,418,203 926,721

-34-



lncome tax expense for the year, which appears in the consclidated statement of income, consists of the following:

Accrued income tax on the year's prafit
Deferred tax assets for the year
Amartization of deferred tax assats
Deferred tax lizbilities

Balance - End of the Year

2017 2016
D n
8,199,818 2,397,674
(2,406,469)  (1,463,645)
966,653 1,382,354
- (410,408)
6,760,042 1,506,015

= The inceme tax rate for banks in Jordan Is 35%. Morzcver, the income tax rates in the countries where the Bank has investments or branches

range from 12.5% to 28.79%.

- Afinal settlement was reached with the Income and Sales Tax Department up to the end of the year 2013 for Jordan branches. During February

2018, the bank received a notice from the Income and Sales Tax Department demanding income tax on the bank for the year 2014 amounting

1B 1,642,474, In the opinion of the management and the Bank's tax advisor, there is no need to book additional provisian. Mereover, the bank
will take the necessary legal procedures to file a lawsuit at court against the claimed amount, noting that the year 2015 is stull under review
by the Income and Safes Tax Departrnent, and the bank has filed its income tax return for the year 2016, hewever, It is not reviewed yat.

- Afinal settlement with the Income Tax and Value-Added Tax Department has been reached for Palestine branches up to the end of the year 2016

and it is expected to finish 2017 settlements during the year 2018.

- Afinal tax settlement has been reached for the Bank's Branch i Cyprus up to the end of the year 2016,

- A finai settfemant for income tax for the subsidiary company (Ahli Brokerage Cempany) has baen reached up to the ead of the year 2014,
Moreaver, the Company filed its tax return for the year 2015 noting that an cbjection was issued fer that year along with a claim of 0 43k in

which the Company is hald liable of, In the opinion of the Company's tax advisor, there is no need to book a pravision for the year 2015 as the

objection is against prevailing [aws, where the leased building depreciation was returned alone with no other items. The Company still awaits further
pracedures ak court in order to bock any provision needed. Additionally, the Income and Sales Tax Department did not review the income tax
return for the year 2016 yet, and a provision was not bocked for the year 2017 as the Company has accumulated Ipsses that are accepted for tax
purposas. In the opinion of the management and the Company's tax advisor, there is ac need to bock any provision for that year.

- A final settfament for iIncome tax for the subsidiary company (Ahil Financial Leasing Company) has been reached up to the end of the year 2014,
The Income and Sales Tax Department reviewed the income tax return of the Company for the year 2015 but di¢ not issue their decision yet.
Moreover, the company has filed its income tax return for the year 2016, Howaver, the Income and Sales Tax Departmant has not reviewed

them yet,

» A final settlement for income tax for the subsidiary company (Ahlf Micre Finance Company) has been reached up to the end of the yaar 2014,
Morecver, the company has filed its income tax returns for the years 2015 and 2016. However, the Ircoma and Sales Tax Departmant has not

reviewed them yet,

- A provision for income tax for the year ended December 31, 2017 has been bogked for the Bank, its branches abroad, and subsidlary companies.
In the opinion of the management and the Bank's tax advisor, the provision taken in the consolidated financial statements as of December 31, 2017
Is adequate far meeting the expected tax flabifities, and no further liabllities will exceed the provision taken by the Bank.

- Deferred tax assets and lizbilities have been calculated as of December 31, 2017 and 2016, according to the following rates:

incoma jpx. ke
Jordan Branches
Palesting Branches

The movement on the deferred tax assets/liabilities account is as follows:

palance - beginning of the year
Additions
Amortized

Balance - End of the Year

b) beferred Tax Assets [ Llabillties:
The detalis of this item are as follows:

nck Al n

2. Deferred Tax Assets
Prior years' provisian for non-performing loans
Interest in suspense
Proviston for impairment in real estate
Provision for fawsuits
Provision for end - of - service indemnity
Provisian fer impairment in firancial assets measured
at amortized cost
Cther provisions.

b. Deferred Tax Liabilities
Fair value reserve for firancial assets at fair value through cther
comprehensive income*

December 31,

2017 2016
35% 35%
28,79% 28.79%
2017 2016
Assats Liapilities Assets Liabilities
hls] h o) s} o
6,215,227 1,062,584 6,137,976 1,058,359
2,406,463 166,305 1,463,645 354,593
(865,693) (671,282) {1,382,354) (410,408)
7,655,003 491,607 6,218,227 1,002,584
2617
Beginning Amgunts Year - End Pefarrad
Balance Additions Released Balance Tax
k[s] o 1 i his)
2,127,492 - (65,205} 2,082,287 593,799
2,180,196 124,539 (92,426) 2,212,309 636,594
10,798,671 §,052,012 {1,452,0581) 15,398,592 5,389,507
216,160 £40,400 (47,700) 308,856 104,721
2,937,148 658,012 (567,634) 3,008,496 890,571
625,338 - {625,338) - -
138,648 12,125 - 150,773 43,412
19,003,623 6,988,088 (2,850,354) 23,141,317 7,659,003
2,864,527 458,014 (1,912,950) 1,404,591 491,607
2,864,527 458,014 (1,917,950} 1,404,591 491,607

-35 -



Inctuded Accounts

a. Deferred Tax Assets

Prior years' provision for non-performing loans

Interest in suspense

Provision for impairment in real estate

Provision for lawsuits

Provision for end - of - service indemnity
Provision for the dedline in forefgn currencies

Provision for impairment in financial assets measured

at amortized cost

Other provisions

b. Deferred Tax Liabilities

Fair value reserve for financial assets at fair value

through other comprehensive income*

Other

* Deferred tax Habilities resulted from changes in the fair value of the financial assets at fair velue through other comprehensive

2016

Beginning Amounts Year - End Deferred
Balance Additions Released Balance Tax
D Bv] D n i
3,031,893 168,813  (1,073,214) 2,127,492 612,572
2,175,444 69,361 {64,609) 2,180,196 627,747
9,875,238 3,393,38% (2,469,956) 10,798,671 3,779,535
241,903 11,000 {36,743) 216,160 72,346
2,534,552 492,664 {110,098) 2,917,118 868,237
234,156 115,091 {349,247) - -
625,338 - - 625,338 218,868
106,437 32,211 - 138,648 39,922
18,824,061 4,282,529 _ (4,103,867) _ 19,003,623 6,219,227
1,851,404 1,013,123 - 2,864,527 1,002,584
1,172,595 - _{1,172,595) - -
3,623,599 1,083,123  {1,172,595) 2,864,527 1,002,584

incorme which is stated as net within the fair value reserve under Shareholders' equity,

¢) Summary of the reconciliation of accounting Income to taxable income:

Accounting income
Tax-exempted income

Non-deductible expenses

Taxable Income

2017 2016
i) B
20,078,927 8,180,548
(10,008,027)  (11,944,363)
10,664,167 6,824,081
20,645,067 3,060,666
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22, Other Liahilities

The details of this item are as follows:

Accepied checks and transfers

Accounts payable to financial brokerage customers
Accrued interest

Temporary deposits

Varicus creditors

Accrued expenses

Interest and commissions received in advance
Checks delayed in payment

Pravision for Technical and Vocational Education and Training Support Fund fees
Board of Directors remuneration

Re;.'enues received in advance

QOther liabitities

23. Capitat and Share Premium

December 31,

2017 2016
i o)

4,893,586 9,803,241
657,689 594,886
7,405,258 6,128,897
11,235,379 12,202,163
1,727,376 3,627,961
4,167,105 3,380,080
381,048 612,616
1,637,352 1,633,114
157,255 157,255
83,018 83,018
25,088 24,079
898,466 232,064
33,269,530 38,479,374

- The Bank's autharized and paid-up capital amounted to JD 183,75 million divided into 183.75 million shares of JD 1 each as

of December 31, 2017 {(JD 175 million as of December 31, 2016).

- The General Assambly resolved, in its ordinary meeting held on April 30, 2017, to distribute 5% of paid-up capital as

cash dividends and 5% free shares from the votuntary reserve to the Shareholders for the year 2016.

- The General Assembly resclved, in its ordinary meeting held on April 27, 2015, to distribute 10% of paid-up capital as

cash dividends as of December 31, 2015, which is equivalent to JD 17.5 million, to the shareholders for the year 2015,
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24, (')

The details of reserves as of December 31, 2017 and 2016 are a5 follows:

2. Statutory reserve
The accumulated balances in this account represent appropriations fram net incorne befare tax at 10% accerding te the Banks Law and the Companies Law.

This reserve cannot be distributed to shareholders.

. Volun reseny
The accumutated balances in this account represent appropriations from net income before tax at a maximum of 20%. The voluntary reserve can be used for the p

decided by the Board of Directers, Moreover, the General Assembly has the right to distribute it &s dividends to sharehoiders in part or in full.

<. General_banking risks reserve

This item regresents the general banking risks reserve accarding to the Central Bank of Jordan instructions.

. Paringic fl lons reserv
This reserve represents the periodic fluctuations reserve, calculated according to the Palestinian Manetary Authority's Instructions No. (1)
for the YYear 2011, conceraing all banks operating in Palestine on Jaauary 27, 2010, Moreover, the pericdic fluctuations reserve is calcuiated
at 15% of the net profit after tax. Additionally, the Bank continues to make this annual deduction provided that this reserve balance does
not exceed 20% of paid-up capital. The reserve cannot be used far any purpose unless a prior written approval is obtained from the Palestinian

Monetary Authority.

The restricted reserves are as follows @

December 31,

Reserve 2017 2016 Restriction nature
o} D
General banking risks reserve 15,334,522 14,988,716 According to the Central Bank

of Jordan Instructions

Statutory reserve 54,023,096 52015203 4 cording to Banks and Companies Laws

Periadic fluctuations reserve 2,612,645 2,394,566 According to the Palestinian Monetary
Authority Instructions

FRIrV: Regerve - N
The details of this item are as follows:

December 31,

2017 2016
0 n

Balanca - beginning of the year 1,861,943 1,203,412

Sold shares {22,342) 256,549

Deferred tax liabilities 510,977 {354,593)
Net unrealized {losses} income transferred to the

consolidated statement of comprehensive inceme (1,437,593) 756,575

Balance - End ¢f the Year 912,985 1,861,943

* Fair value reserve is stated net of deferred tax liabilities of JD 491,607 as of December 31, 2017 (30 1,002,584 as of December 31, 2016).
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26. Retained Earnings

The details of this item are as follows:

Balance -beginning of the year

Inceme for the year

Distributed dividends *

Transfers to reserves

(Loss) from sale of financial assets at fair value through other comprehensive income

Balance - End of the Year

Dacember 31,

2017 2016
1D D
22,705,839 38,645,258
13,318,885 6,274,933
(8,750,000) (17,500,000)
(2,571,782) (4,427,508)
(99,070) {286,846)
24,603,872 22,705,839

- Retained earnings include an amount of JD 7,659,003 restricted by the Central Bank of Jordan against deferred tax assets as of

December 31, 2017 (JD 6,219,227 as of December 31, 2016).

* The Board of Directors recommended to the Bank's General Assembly to distribute 5% of the Bank's paid-up Capital as cash dividends

which is equivaient to 3D 9.2 million, and 5% free shares which is equivalent to 1D 9.2 millien at the date of the Annual General

Assembly's meeting, for the year 2017. Such distribution is subject to the approvai of the Central Bank of Jordan and the Generat

Assembly of Sharehoiders. Moreover, distributed dividends to shareholders during the last year amounted to 5% as cash dividend

which is equivalent to JD 8.75 million and 5% as free stocks which is equivalent to JD 8.75 million.
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27. Interest Income

The details of this item are as follows:

Direct credit facilities:
Individuals (Retail):
Current accounts
Loans and promissory notes
Credit cards
Real estate loans
Companies:
Corporates:
Current accounts
Loans and promissory notes
Small and Medium Companies:
Current accounts
Loans and promissory notes
Government and Public Sector
Balances at central banks

Balances and deposits at banks and financial institutions

Financial assets measured at amortized cost

28. Interest Expense

The details of this item are as follows:

Banks and financial institutions deposits
Customers deposits:
Current and demand deposits
Saving accounts
Time and notice deposits
Cash margins
Borrowed funds
Subordinated Bonds
Loan guarantee fees

29. Commissions Revenue - Net
The details of this iterm are as follows:

Credit commissions:
Direct credit facilities
Indirect credit facilities
Other commissions
(Legs): Comimissions paid
Net Commissions Revenue

- 40

2017 2016
D 1D
1,937,149 1,469,574
30,734,472 28,572,123
2,341,727 2,155,438
18,150,217 14,620,978
9,660,048 8,527,212
34,825,216 34,849,134
4,002,566 3,311,967
19,005,066 16,907,938
1,177,982 1,358,624
799,291 1,535,510
1,708,297 1,050,544
22,381,034 24,875,890
146,723,065 139,234,932
2017 2016
1D 1D
1,699,748 605,855
203,270 213,456
1,252,255 907,593
42,877,304 38,922,593
5,996,433 6,170,997
4,457,485 2,765,523
374,486 -
4,524,945 3,980,101
61,385,926 53,566,118
2017 2016
1D D
6,227,981 7,767,326
5,764,682 4,395,349
9,756,485 9,804,700
(757,210) (634,471)
20,991,938 21,332,904




30. Foreign Exchange Income
The details of this item are as follows:

As a result of trading

As a resuit of evaluation

31. Income (Loss} from Financial Assets at Fair Value through Profit or Loss

The details of this item are as follows:

2017

Cornpanies shares

2016

Companies shares

32, Other Revenue
The details of this item are as foliows:

Recovered suspended interast *

Brokerage commission income

Income from sale of properties and equipment **
Recovery of debts previcusly written-off ***
Income from check books

Rental income of Bank's real estate

Rental income of safe deposit boxes

income from cash boxes differences

Insurance Company Compensation *¥**

Recovered impairment loss from foreclosed assets sold

Income from previous years
Other income

* The following are the details of recovered suspended interest:

Recovered suspended interest

Recovered suspended interest from debts written-off

2017 2016
ile) 1D
2,475,541 1,317,291
857,477 1,996,226
3,333,018 3,313,517
Realized Unrealized
Profit (Loss) (Loss) Dividends Total
Jo ko] o iD
2,692 {32,911) 32,422 2,203
2,692 (32,911) 32,422 2,203
(25,552} (36,231) - (61,783}
(25,552) (36,231) - (61,783)
2017 2016
0 1D
2,038,370 534,306
96,934 138,233
15,430 347,255
1,575,984 956,689
175,379 153,690
284,411 205,446
161,594 146,991
5,931 4,245
1,000,000 -
765,428 1,366,175
1,558,324 493,553
385,604 581,468
8,103,389 4,922,051
2017 2016
i Jb
1,807,712 486,542
230,658 47,364
2,038,370 534,306

**  This item includes Iimpairment loss from properties and equipment damaged by the fire incident, which had a book value of 1D 563,358.

*%* Thig gccount represents amounts recovered from debts, against which a full provision had been taken in the previcus years,

*x** This amount represents the compensation received from the insurance Company against the damage resulted from a fire incident in

one of Palestine's branches, The amount received of 1D 1 million is against damaged properties and equipment which kad a book value

of JD 593,358.
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33. Emplovyees Expenses

The details of this item are as follows:

Salaries, bonuses and employees' benefits
Bank's contribution to sacial security
Bank's contribution to staff provident fund
Medical Expenses

End-of-service indemnity

Employees' training

Travel expenses

Employees‘.life insurance

Employees’ meals

Employees' uniforms
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2017 2016
D D

32,698,104 35,283,650
2,933,291 3,022,972
1,718,410 1,797,145
1,371,716 1,512,289
684,644 528,871
205,873 324,398
245,973 271,140
115,530 148,945
204,038 266,021
7,227 30,550
40,184,806 43,185,981




34. Other Expenses
The details of this item are as follows:

2017 2016
JD 10

Fees and subscriptions 5,938,204 4,412,232
Maintenance, repair and cleaning 4,724,821 4,800,997
Advertisement 2,473,508 2,288,477
Printing and stationery 810,591 976,655
Rent and key money 2,931,727 2,771,830
Studies, research and consulting expenses 362,687 1,514,400
Insurance fees 1,688,191 1,613,153
Water, electricity and heating 1,728,733 2,155,647
Legal fees 1,436,267 1,540,948
Donations 1,160,147 555,865
Transportation 731,478 634,274
Telecommunication 1,363,874 1,170,330
Miscelianeous 72,965 178,449
Other operating expenses* 185,487 1,211,100
General assembly meeting expenses 70,792 49,857
Board of Directors’ expenses 743,756 960,600
Security 482,396 548,000
Professional fees 346,120 354,261
Stamps fees 56,709 6,213
Entertainment and hospitality 74,715 21,228
Expenses of land and real estate evaluations 40,139 25,848
Lawsuits provision expenses 290,200 11,000
prior year expenses 326,143 358,461
Board of Directors' remunerations 65,000 65,000

28,305,050 28,224,825

* According to the board of directors decision dated July 3, 2016, suspense accounts in the banks' books which are

related to the cards department have been amortized.

35, Earnin r Share for Bank's Shareholder
The details of this items are as follows:
2017 20156
1D D

Income for the year 13,318,885 6,274,933
Weighted average number of shares * 183,750,000 183,750,000
Earnings Per Share attributed to the Bank's Shareholders:
Basic & Diluted 0.073 0.034

*  Weighted overage number of shares to the diluted earing per share attributed to shareholders was calculated

hased on the number of shares authorized for the year 2017. Moreover, the weighted average number of

shares was adjusted for the year 2016 assuming that the increase in the bank's capital took place retroactively.

36, Cash and Cash Equivalents

The details of this items are as follows: 2017 2016
D 1o
Cash and balances at central banks maturing within 3 months 288,714,620 193,764,651
Add: Balances at banks and financial institutions maturing within 3 months 177,424,795 185,788,643
Less: Banks and financial institutions deposits maturing within 3 months (78,304,698) (57,353,655}
Restricted balances (270,305) (204,390)
387,564,412 321,995,249
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37. Related Party Balances and Transactions

2. The consolidated financial statements include the financial statements of the Bank and the following subsidiaries:

Capital of the Company

Company Name Ownership 2017 2016
%
i D
Ahli Micro Finance Company 100 6,000,000 6,000,000
ARl Financial Leasing Company 100 17,500,000 17,500,000
Ahl Brokerage Company 100 5,000,000 5.0C0,000
Akl Financial Technology 100 100,000 -

The Bank entered into transactions with sister companies, major shareholders, Board of Directors members and executive management

within the normal banking practices according to the commercial interest and commission rates.

On-Consolidated Statement of Financial Position Items:

Credit facilities

Customers’ deposits

Cash margins

Off-Consolidated Statement of Financial Position Items:

Indirect facitities

Consolidated Staternant of Income:

Interest and commissions income

interest and commissions expense

Related Party Total
Board of

Directors Executive December 31,

Associates Subsidiaries * Members Management Other ** 2017

D mn JD ib 10 i}

- 3,831,979 10,847,959 3,029,226 78,372,420 96,081,584
82,992 5,534,392 16,779,144 3,052,554 11,988,867 37,437,945
- - - 27,723 2,384,918 2,412,641
50,000 745,492 51,000 458 7,335,458 8,182,408
4,059 141,377 504,838 162,857 4,317,814 5,130,545
6,240 169,502 717,404 48,123 357,586 1,298,855
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Related Party Total
Board of
Directors Executive December 31,
Associatas Subsidiaries * Members Managemant Othar *=* 2016
el Jo ki) 1D iz o
n-Cangali f Fingngial Position :
Credit facilities - 3,588,734 7,792,644 2,887,266 86,911,332 101,189,006
Customers' deposits 322,474 4,452,114 18,734,998 2,373,339 8,327,021 34,219,946
Cash margins . - - 60,801 1,921,060 1,981,941
- Hi 1 F Finaneial Hion ms:
Indirect facilities 50,000 58,000 - - 5,890,735 5,698,735
nsqli ment of Tncgme:
Interast and commissions income 13 60,909 317,960 133,742 5,248,976 6,361,600
Interast and commissians expense 27,515 175,006 1,933,205 34,605 312,800 2,483,131

»

The transactions and balances between the bank and its subsidiaries have been excluded from the consofidated financial staternents.

** This item represents companies partially owned by members of the Bank's Board of Directors, Board of Directors' refatives, and the Bank's employees,

E L]

o

During the year 2015, eredit facilities granted to ralated parties of D 3.3 million were transferred to off-consalidated statement cf financial position items. Moreover, these

facilities were fully covered by provisions.

There are accounts receivable from a subsidiary company (Ahli Brokerage Company) of I© 2,424,156, belonging to a related party as of Dacember 31, 2017, On October 31, 2013,
the Company signed a settlement agreement with those clients to pay the obligations through an advance payment upon signing the settlement agraement, in additior to

monthly installments, as well as enhancement of their guarantees,

According te the Board of Directers' decision en December 17, 2014, a contract was signed with the former chairman of the Board on January 15, 2015 for consulting services
to the Bank for JD 3,000 monthly, In addition to health and life insurance and other benefits, for five years. The contract was terminated In the subsequent period, effective

from the begisnning of January 2016 agaiast an amaunt of 1D 940,000,

Dusing the fizst half of 2016, an amount of 1O 300 thousand was paid to the former Chief Executive Officer as an additional bonus according to a subsequent dacisian to the

Beard of Directors’ decislon dated December 20, 2015,

According to the resoluticn of the partners of Ahluna for Social and Cultural Wark Company in their mesting held on May 24, 2012, alf partners have agreed to withdraw their
shares in the Company except for Jordan Ahli Bark. Therefare, the Bank became the sole owner ¢f the company in which the Ministry of Industry and Trade's approval was
obtained on March 28, 2013. Mereover, the investment in the Company is presented accerding to the equity method as of December 31, 2814, which are the latest financial
statements available. Moreover, the financial statements of the campany have not been consclidated since then as it is @ not-for-profit organizaticn, and a¥ its werk is
charitable and the entira net revenue is donated. The Ganerat Assembly resolved, in its extraordinary meeting held on October 8, 2015, te voluntarily fiquidate the Company
and appoint & liguidator where the companies” contreller desicion was issued in that mattar and the Company was liquidated on July 19, 2017.

Interest income prices range froam 3.4% te 13% {Credit Cards 21%).

Interest expense prices range from 0% te 5.25%.

. The fellowing is a summery of the axecutlve management salaries and benefits:

2017 2016
o i
Salaries and benefit 3,748,583 4,244,591
Travelling and transportation 170,424 184,980
Other 154,100 113,164
4,073,107 4.,552,?35
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38. Financial Instruments That Do Not Appear at Fair Value in_the
Consolidated Financial Statements

There are no significant differences between the carrying value and fair
value of financial assets and financial liabilities at the end of the vyear
2017 and 2016.

39. Risk Management
The Bank's risk management conducts its activities (identification,

measurement, management, monitoring, and controlling) through applying
the best international practices in connection with risk management,
administrative organization, and risk management’s tools in accordance with
the size of the Bank, its activities, and types of risks it is exposed to.

The organizational structure of the Bank is integrated by risk management
control according to each level. Moreover, the Corporate Governance
Committee, at the Board of Directors’ level, decides on the Bank’s risk policy
and strategy, and ensures the management of risk. This is to ensure setting
up and controlling the policies and instructions at an appropriate level for
the types of risks the Bank is exposed to until the achievement of the
acceptable return for the shareholders without impacting the Bank’s financial
strength. In this context, the work of the Risk Management Department is
complemented by the work of the committees of executive management
such as the Assets and Liabilities Committee and the Credit Facilities
Committee.

39 a. Credit Risk

The Bank’s operations involve the Bank's exposure to many risks such as
credit risk relating to the default or inability of the other party to the
financial instrument to settle its obligations towards the Bank, which causes
fosses. An important duty of the Bank and its management is to ensure that
these risks do not go beyond the general framework predetermined in the
Bank’s credit policy and maintain their levels within a balanced relationship
among risk, return, and liquidity.

Credit management at the Bank is conducted by several committees from
higher management and executive management. Moreover, credit facilities
ceilings that can be granted to one client (individual or corporate) or related
paities are specified in compliance with the ratios approved by the Central
Bank of lordan, while relying on the credit facilities distribution method to
each credit manager and sector. This is performed by taking into
consideration the geographic area in a manner that achieves congruence
among risks, returns, and the optimal utilization of the available resources
and the enhancement of the Bank’s ability to diversify lending and allocate it
to customers and economic sectors.,

The Bank monitors credit risks by periodically evaluating the credit standing
of the customers in accordance with the customers’ credit valuation system
based on credit risk elements and probabilities of non-payment for financial,
managerial, or competition reasons. In addition, the Bank obtains proper
guarantees from customers for the cases requiring that according to each
customer’s risk leve| and extension of additional credit facilities.

Moreover, the Bank monitors credit risk and is continuously evaluating the
credit standing of customers, in addition fo obtaining proper guarantees
from them.
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The Bank's credif risk management policy includes the following:

1.

Specifying credit ceilings and concentrations:

The credit policy includes specific and clear ratios for the maximum credit
that can be granted tc a customer. Moreover, there are different credit
ceilings for each administrative level.

Determining the risk mitigation methods: :
The Bank’s risk management activity depends on several methods to
mitigate risk as foilows:

- Collaterals and their convertibility to cash and coverage of the credit
granted.

- Pre-approval of the credit facilities committee.on the credit granted.
- Credit approval authority varies from one management level to another

based on the customer’s portfolio size, maturity, and customer’s risk
degree,

Mitigating the assets and liabilities’ risks concentration:

The Bank works efficiently to manage this risk as its annual plan includes
the well-studied distribution of credit focusing on the most promising
sectors. In addition, credit is distributed to several geographic areas inside
and outside of the kingdom.

Studying, monitoring, and following up on credit:

The Bank developed the necessary policies and procedures to determine the
study method of credit, maintaining the objectivity and integrity of decision
- making, and ensuring that credit risk is accurately evaluated, properly
approved, and continuously monitored.

The general framework of the credit policy includes setting up credit
approval authorities and clarifying credit limits and the method of
determining the risk degree.

The Bank’s organizational structure involves segregating the work units
responsible for granting credit from the work units responsible for
monitoring credit as regards to the credit terms, soundness of the credit
decision, implementation of all credit extension terms, adherence to the
credit ceilings and determinants in the credit’s policy, and other related
matters.

Moreover, there are specific procedures for following up on performing
credit facilities to keep them performing and non-performing credit facilities
fo treat them.

The Bank mitigates the assets and liabilities concentration risk through
distributing its activities to various sectors and geographic areas inside and
outside the kingdom. Moreover, the Bank adopts a specific policy that
shows the credit ceilings granted to banks and countries with high credit
ratings, and reviews them continuously through the Assets and Liabilities
Committee, to distribute the risks and utilize the credit evaluation. The
investment policy specifies the investment allocation ratios and their
determinants in order to distribute them in a way that achieves a high
return and lowers the risk
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Credit risk exposure (less impairment and suspended interest and before guarantees and other risk - mitigating factors):

On-the Consolidated Statement of Financial Position Items
Balances at the Central Banks
Balances at banks and financial institutions

Deposits at banks and financial Institutions

Credit facilities:
Individuals
Rea) estate loans
Companies:
Corporates
Small and medium companies
Governme::t and public sector
Bonds, Bills and Debentures:
Financial assets measurad at amortized cost
Other assets

Total

Off the Consolidated Statement of Financial Position Items
Letters of guarantee

Letters of credit

Letters of acceptance

Unutilized direct facility ceilings

Total

The types of guarantees against the loans and credit faciilties are as follows:

Real estate mortgages.

Mortgage of financial instruments such as shares.
8ank guaraniees.

Cash collaterals.

Governmental guarantee,
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December 31,

2017 2016
pie) 1D
241,320,933 146,162,020
177,424,795 185,788,643
5,037,813 10,037,793
389,005,314 392,511,021
286,318,865 257,639,608
633,735,033 621,876,321
152,167,888 153,592,754
22,695,285 21,616,858
542,617,540 754,809,955
9,860,891 10,566,183

2,460,184,357

2,554,601,196

238,506,804 215,329,221
91,505,478 91,392,693
48,713,890 55,150,734

187,152,155 139,061,512

565,878,327 500,934,160
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The Bank's management monitors the market value of those guarantees periodically. In case the value of the guarantee declines, the Bank reques

additional guarantees to cover the shortage. Moreaver, the Bank evaluates the guarantees against nan-performing credit facilities pertodically.

Scheduled Debts:

These are the debts that have been previously classified as nan-performing credit facilities but taken out therefrom according to proper scheduling.

These debts have been classified as watch list and amounted to JD 3,503,972 for the year 2017 ()0 1,615,407 for the year 20165).

Restructured Debts:

Restructuring means rearranging credit facilities through adjusting the installments, prelonging the credit facilities, pestponing some installments,

or extendirng the grace period, etc. These debts have been classified as watch list debts, and amounted to 3D 56,506,499 for the year 2017

{1D 22,278,472 for the year 2016).

Bonds, Bills, Debentures and Mutual Funds:

The foltowing table illustrates the classification of bonds, bills, debaentures and mutual funds according to external rating institutions:

As of December 31, 2017

Within Financial
Assets at Fair
Value through other

Comprehensive

wichun Financial

Assets

Measured at

Rating Grade Rating Institution Income Amortized Cost Total
D 10 Bs}
AA3 MQODYS - 708,886 708,886
Unclassified - 5,326,008 57,145,000 62,471,008
Governmental Governmental & Government - 484,763,654 484,763,654
guaranteed bonds
Total 5,326,008 542,617,540 547,943,548
As of December 31, 2016
Within Financial
Assets at Fair Within Financial
Value through other Assets
Comprehensive Measured at
Rating Grade Rating Enstitution Income Amorstized Cost Total
1D Jo 0
AA3 MCOCDYS - 708,198 708,198
Unclassified - 4,867,994 57,545,000 62,412,994
Governmental Gavernmental & Government
guaranteed bonds - 696,556,757 686,556,757
Total 4,867,994 754,809,955 759,677,949
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39 b. Market Risk

Market risk is the potential loss that may arise from the changes in market
prices, such as the change in interest rates, foreign currency exchange
rates, equity instrument prices, and consequently, the change in the fair
value of the cash flows for the financial instruments that are on-and off-
consolidated statement of financial position.

Within the Bank's investment policy approved by the Board of Directors,
acceptable risks are set and monitored monthly by the Assets and
Liabilities Committee, which provides guidance and recommendations
therecn. Moreover, the available systems calculate the effect of the
fluctuations in interest rates, exchange rates, and share prices,

Interest Rate Risk

Interest rate risk results from the potential change in interest rates, and
consequently, the potential impact on the fair value of the financial
instruments. The Bank is exposed to the risk of interest rates due to a
mismatch or a gap in the amounts of assets and liabilities according to the
various time limits or review of interest rates in a certain period,
Moreover, the Bank manages these risks through reviewing the interest
rates on assets and liabilities based on the risk management's strategy.

The Bank is exposed to interest rate risks as a result of the timing gaps of
re-pricing assets and liabilities. These gaps are periodically monitored by
the Assets and Liabilities Committee through reviewing the report to
identify interest rate risks in the short-and long-terms and take the proper
decisions to restrict these risks in light of the expectations of the interest
rate’s trend through using all or some of the following methods:

Repricing deposits and/or loans.

Changing the maturities and size of the assets and liabilities sensitive to
interest rates.

Buying or selling financial investments.

Using financial derivatives for interest rate hedging purposes.
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Sensitivity analysis:
Interest Rate Risk:

December 31, 2017

Change
(Increase) in

Interast Income
Sensitivity (Gain and

Owners' Equity

Currency Interest Rate Loss) Sensitivity
% iD i{a}
Us Dollar 1
298,910
Euro
1 (167,704) -
GBP 1 -
18,147
Yen
1 162,959 -
Other currencies
1 29,058 -
Change

{Decrease) in

Interest Income
Sensitivity (Gain and

Owners' Equity

currency Interest Rate Loss) Sensitivity
% iln) D
Us Dollar
1 (298,910)
Euro 1 167,704 -
GBP
1 (18,147) -
Yen
1 (162,959) -
Other currencies i (29,058) .
December 31, 2016
Change Interest Income
{Increase)} in Sensitivity (Gain Owners' Equity
Currency Interest Rate and Loss) Sensitivity
% D i
us Doll
S Dollar 1 1,264,578 14,902
Buro 1 87,688 -
BP
G 1 (25,514) -
Y
en 1 (38,173) -
h encies
Other currenci 1 (26,179) .
Change Interest Income

(Decrease) in

Sensitivity (Gain and

Owners' Equity

Currency Interest Rate Loss) Sensitivity
% o) i)
US Dollar 1 (1,264,578) (14,902)
Euro 1 (87,688) )
GBP 1 25,514 )
Yen 1 38,173 )
Other currencies 1 26,179 B
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Currencies risk:

The following table illustrates the currencies to which the Bank is exposed and the
potential and reasonable change in their rates against the Jordanian Dinar and
the related impact on the profit and loss statements. The currencies positions are
monitored daily to ensure that they are within the determined limits. Moreover,

the related reports are submitted to the management.

December 31, 2017

Change in Effect on
. Foreign Currency Effect on Profit & Shareholders’
Currency Exchange Rate Loss Equity
% D b
us Dollar - - -
Euro 5 766,956 -
Yen 5 (724,408) -
Other currencies 5 (11,475) -
December 31, 2016
Change in Effect on
Foreign Currency Effect on Profit & Shareholders’
Currency Exchange Rate Loss Equity
% iD D
Us Dollar - - -
Euro 5 (4,520) -
GBFP 5 1,248 -
Yen 5 {4,537) -
Other currencies 5 1,490 -

- Foreign Currencies Risks

Within its approved investment policy, the Bank’s Board of Directors sets up
limits for the positions of all currencies at the Bank. These positions are
monitored daily through the Treasury and Investment Department and are
submitted to the executive management to ensure that the currencies

positions are within the approved limits.

Moreover, the Bank follows the hedging policy to mitigate the risks of .

foreign currencies by using financial derivatives.
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Risks of Changes in Shares Prices:
This represents the risk resulting from the decline in the fair value of the
investment portfolio of the shares due to the changes in the value of the shares’

indicators and the change in the value of shares individually.

December 31, 2017

Impact on Impact on
Change in Profit and Owners’
Indicator Indicator Loss Equity
% D D
Financial markets 5 47,719 573,714
December 31, 2016
Impact on Impact on
Change in Profit and Owners'
Indicator Indicator Loss Equity
% D 1D
Financial markets 5 23,299 596,761

- Shares’ Prices Risk
The Board of Directors adopts a specific policy in diversifying investments of
the shares based on geographic and sectorial distribution at predetermined
percentages that are monitored daily. According to this policy, it is
recommended to invest in listed shares of well-reputed international
markets that have a high liquidity rate to face any risks that might arise

therefrom.
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39 c.Liguidity Risks

Liquldity risk represents the Bank’s inability to make available the necessary
funding to fulfill its obligations on their maturities. To protect the Bank
against these risks, management diversifies funding sources, manages
assets and liabilities, matches their maturities, and maintains an adequate
balance of cash, cash equivalents and marketable securities.

The Bank's liquidity management policy aims to enhance the procurability of
liquidity at the lowest costs pessible. Through managing liquidity, the Bank
seeks to maintain reliable and stable funding sources at a reasonable cost
rate,

Management, measurement, and control of liquidity are conducted based on
normal and emergency conditions. This includes analysis of the maturity
dates of assets and various financiai ratios.

Fund Sources:
The Bank diversifies its funding sources to achieve financial flexibility and to
tower funding costs.

Moreover, the Bank has a large customer base comprising of individuals,
establishments, and corporations. Due to its financial strength, the Bank has
an ability to access cash markets, which represent an additional available
funding source.

The existence of the Bank in most of the cities of the Hashemite Kingdom of
Jordan (56 branches) in addition to its branches in Palestine and Cyprus,
enables the Bank to diversify its funding sources and not to rely on one
geographical area as a source of funding.

In order to comply with the instructions of the regulatory authorities, the
Bank maintains part of its customers' deposits at the central banks as a
restricted cash reserve that cannot be utilized except under specified
regulations. In addition, the liquidity ratios are reserved at levels higher
than the minimum imposed by the central banks in the countries in which
the Bank operates.

The contractual maturity dates of the assets and liabilities in the schedule
have been determined based on the remaining period from the date of the
consolidated statement of financial position until the contractual maturity
date regardless of the actual maturities reflected by historical events
relating to maintaining deposits and the availability of liquidity.
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Off- Consolidated Statement of Financial Position jitems:

More than
One Year up
December 31, 2017 Up to One Year  to 5 Years Total
D D D
Letters of credit and acceptances 179,328,800 6,448,521 185,777,321
Unutilized credit facilities 178,748,994 8,403,161 187,152,155
Letters of guarantee 194,347,806 _ 44,158,998 238,506,804
Total 552,425,600 59,010,680 611,436,280
More than
One Year up
December 31, 2016 Up to One Year  fto 5 Years Total
D D D
Letters of credit and acceptances 247,966,760 7,739,465 255,706,225
Unutilized credit facilities 130,498,343 8,563,169 139,061,512
Letters of guarantee 202,425,625 12,903,596 215,329,221
Total 580,890,728 29,206,230 610,096,558

40. Sectors Analysis
a. Information on the Bank's Activity Sectors

For managerial purposes, the Bank is organized intc six major activity
sectors as well as financial brokerage and consultation services provided by
Al-Ahli Financial Brokerage Company.

Accounts of individuals: includes following up on individual customers’
deposits, granting them loans, debts, credit cards, and other services.

Accounts of small & medium companies: includes following up on depaosits
and credit facilities granted to the clients of this sector, who are classified
according to their deposits and facilities volume in accordance with the
Bank's established policies and procedures, which conform to the regulatory
authorities instructions.

Accounts of corporations: includes following up on deposits and credit
facilities granted to the clients of this sector, who are classified according to
their deposits and facilities volume in accordance with the Bank's
established policies and procedures, which conform to the regulatory
authorities instructions.

Treasury: includes providing dealing, treasury, fund management services,
and long-term investments measured at amortized cost and held until the
collection of contractual cash flows,

Investment and foreign currency management: inciudes the Bank's local and
foreign investments recorded at fair value in addition to foreign currency
trading services.
Other: includes all accounts not listed in the above-mentioned sectors. For
example, shareholders’ equity, investments in associates, property and
equipment, and head office and its related supporting managements.
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41. Capital Management

a. Description of what is considered as paid-up capital
Capital is categorized into paid-up capital, economic capital, and regulatory

capital whereby regulatory capital is defined, according to the Banks Law, as
the total value of the items determined by the Central Bank for control
purposes to meet the requirements of the capital adequacy ratio as per the
Central Bank of Jordan instructions. Furthermore, capital consists of two
parts: Primary Capital (Tier 1) made up of paid-up capital, declared
reserves (including statutory reserve, voluntary reserve, share premium,
and treasury share premium), and retained earnings, excluding restricted
and minority interest amounts net of loss for the period, costs of the
acquisition of treasury stock, decrease in the provisions required from the
Bank, and goodwill; and Support capital (Tier 2) consisting of the
undeclared reserves, exchange rate differences, general banking risks
reserve, instruments with debt-equity shared characteristics, support debts
and 45% of the cumulative change in fair value, if positive, and 100%, if
negative. A third part of capital (Tier 3) might be formed in case the capital
adequacy ratio goes below 14% due te factoring capital adequacy ratio into
market risks. Moreover, investments in subsidiary banks and financial
institutions are deducted (if their financial statements are not consolidated),
and investments in the capitals of banks and financial institutions are
deducted as well.

b. Reguiatory Parties’ requirements concerning capital and the manner in
which they are met
Instructions of the Central Bank of Jordan require that paid-up capita! be
not less than JD 100 million and equity-to-assets ratio be not less than 6%.
Moreover, the Central Bank of Jordan instructions require that the ratio of
regulatory capital to assets weighted by risks and market’s risks (capital
adequacy ratio) be not less than 14%, which is considered by the Bank.

Additionally, the Bank complies with Article (62) of the Banks Law, which
requires the Bank to appropriate 10% of its net profits in the Kingdom and
continue to do so until the reserve equals the Bank’'s paid-up capital. This
meets the requirements of the statutory reserve prescribed by the
Companies Law.

The Bank complies with Article (41) of the Banks Law, which requires
adherence to the limits set by the Central Bank of Jordan relating to the
following:

1. The percentage of risks relating to its assets and assets weighted by
risks, elements of capital, reserves, and contra accounts.

2.  Ratio of total loans to regulatory capital the Bank is allowed to grant to
one person, his allies, or to related stakeholders.

3. Ratio of total loans granted to the major ten customers of the Bank to
total loans extended by the Bank.

C. Method of achieving capital management objectjves
Capital management includes the optimal employment of funds to achieve

the highest return on capital possible while maintaining the minimum
required by laws and regulations. The Bank adopts a policy of exerting
efforts to reduce the cost of funds as much as possible through finding low-
cost funds, increasing the customer’s base, and optimally employing these
funds in acceptable risk activities to achieve the highest return possible on
capital.
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d. Adeauacy of Capital

On October 31, 2016, the Central Bank of Jordan issued instructions on capital adequacy

according to Basel 1II Standards and cancelled the instructions according to Basel II standards.

The Bank manages capital in a manner that ensures continuity of its operations while maximizing

the return on equity to shareholders. The composition of regulatory capital, as defined by Basel III

Committee, is as follows:

December 31,

2017

2016

(In thousand JD) (In thousand JD)

Primary Capital for Ordinary Shareholders CET 1
Regulatory adjustments (deductions from the primary capital for
ordinary shareholders' equity)

Supplementary capital *

Total Regulatory Capital

Total Risk-Weighted Assets

Primary Capital Adequacy Ratio (CET 1) (%)

Regulatory Capital Adequacy Ratio (%)

290,852 287,676
(40,163) (41,217)
40,334 14,989
291,023 261,448
2,061,309 1,961,446
12.16 12.57
14.12 13.33

* During October 2017, the bank issued subordinated bonds in the amount of JD 25 million for a period

of six years. The bonds were issued at the discounted interest rate to the Central Bank of Jordan in

addition to 2% margin. The purpose is to Improve the capital adequacy.

- Primary capital is calculated net of affective investments that are above 10% in commercial entities.
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. A igbilitfes Maturity Analygis:

The follawing table Hlustrates the analysis of assets and liabilities according te the expected period of thelr recoverability or settlement:

December 31, 2017
Assets:

Cash and balances at central banks
Balances at banks and financial institutions

Depesits at banks and financial institutions

Financial assets at fair value through profit or loss
Direct credit facilities « net
Financiat assets at fair value through other comprehensive income
Financial assets measured at amortized cost
Investments in associates and unconsolidated subsidiary companies
Properties, equipment and projects under construction - net
Intangible assets - net
Other assets
Deferred tax assets

Total Assets

Liabilities:
Banks and financial institutions depasits
Customers deposits
Cash margins
Borrowed funds
Subordinated Bonds
Varlous provisions
Provision for income tax
Deferred tax liabilities
QOther liabilities
‘Total Liabilities
Net

December 31, 2016
Assets:

Cash and balances at central banks
Balances at banks and financial institutions

Deposits at banks and financial institutions
financial assets at fair value through profit or loss
Direct credit facilities - net
Financial assets at fair value through other comprehensive income
Financial assets measured at amortized cost
Investments in associates and unconsclidated subsidiary companies
Properties, equipment and projects under construction - net
Intangible assets - net
Other assets
Deferred tax assets
Total Assats

Liabilities:
Banks and financial institutions deposits
Customers deposits
Cash margins
Borrowed funds
Various provisions
Provision for income tax
Deferrad tax liabilities
Other liabilities
Total Liabilities
Ket

Up to More than
One Year One Year Total
B il 0
288,714,620 - 288,714,620
177,424,795 - 177,424,795
5,037,813 - 5,037,813
954,381 - 954,381
522,560,688 961,361,657 1,483,922,385
29,401,562 - 29,401,562
204,405,318 338,212,222 542,617,540
- 3,528,666 3,528,666
- 56,363,728 56,363,728
- 19,787,541 19,787,541
- 113,539,543 113,539,543
- 7,659,003 7,655,003
1,228,499,177 1,500,452,400 2,728,951,577
78,304,698 - 78,304,698
1,699,702,353 218,958,019 1,518,660,372
81,693,347 170,266,169 251,959,516
20,316,829 86,459,436 106,776,265
0 25,000,000 25,000,000
3,885,125 - 3,885,125
4,418,203 - 4,418,203
- 491,607 491,607
- 33,269,530 33,269,530
1,888,320,555 534,444,761 2,422,765, 316
{659,821,378) 966,007,639 306,186,261
Up to More than
One Year QOne Year Total
pln] iD 1D
193,764,651 8,224,400 201,989,051
185,788,643 - 185,788,643
10,037,793 - 10,037,793
968,373 - 968,373
503,723,237 943,513,365 1,447,236,602
29,011,930 - 29,011,930
288,171,855 466,638,100 754,809,955
- 5,106,980 5,106,980
- 46,831,590 465,831,590
- 21,141,035 21,141,035
- 106,377,371 106,377,371
- 6,219,227 5,218,227
1,211,466,482 1,604,052,068 2,815,518,550
57,353,655 - 57,353,655
1,837,642,736 226,652,023 2,067,254,759
74,855,362 181,027,769 255,863,131
18,840,478 69,679,555 88,520,033
3,392,889 - 3,392,889
926,721 - 926,721
- 1,002,584 1,002,584
- 38,479,374 38,479,374
1,993,011,841 519,841,305 2,512,853,146

781,545,359
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43. Accounts Managed on Behalf of Customers

December 31,

2017 2016
]3] D
Accounts managed on behalf of customers® 15,345,697 19,954,122

*  This item represents accounts with no guaranteed capital managed on behalf of customers. These accounts
do not appear within the assets and liabifities of the Bank in the consolidated statement of financial

position.

44. Commitments and Contingent Liabilities

a. Commitments and contingent labilities

The details of this itern are as follows: December 31,

2017 2016

0 Ninj
Letters of credit:

Letters of credit - outgoing

91,505,478 91,392,693

|etters of credit-incomin

ELter g 45,557,953 109,162,798
a

Acceptances 48,713,890 55,150,734

Letters of guarantee:

- Payments 122,067,582 110,086,167
- Performance bonds

80,245,276 69,249,069
- Other

36,193,946 35,993,985

Unutilized di edit facilities
nutilized direct credi 187,152,155 139,061,512

611,436,280 610,096,958

Total

45. Lawsuits against the Bank

- The Jawsuits filed against the Bank amounted to JD 3,161,020 as of December 31, 2017 (3D 5,606,615 as of
December 31, 2016). These lawsuits are against financial claims, claims against financial and moral damage,
revoking actions, labor issues and others. In the opinion of the Bank's management and its legal advisors,

no liabilities exceeding the provision of 1D 458,660 as of December 31, 2017 are expected to arise.

- The lawsuits filed by the Bank against others amounted to around JD 209 million, and are still awaiting

respective courts’ decisions.

- 69 -



- 0L -

*Sa)uBdIIUN0D JO YSIs JPRID 2Y] 13315 1BY) SEpowe Buidid $eidedse A|leieual aUY YIm 20ULRI0IDE ) PRUIWLIDIBP U SEY 0M) [2n8) S8 PBYISSE|D SBNIIKIEE PUR SI9SSE (RIDUBUL ALY JO BNIRA JIES BU) ‘aanqe pals|| 5wl 2u) Jod

BHO'ERB LLPT 8£5'TS0'691°T LTO'EOV'TIE'T TSB'00L'55E°T anjeA Jred 1€ PI3RINIED JoU SI[HRFT |EPUeulS Jejo)
Z |2as7 TreebL8g ££0'025'88 GZT'6ED'LOT G8z'9£2'30T Spun; pamGLIog
FAELE] 989'T16'557 TET'E8RSST Z10°686° 152 915'656"152 ulbsew ysed
Z [3a27 /IS T08°TL0'E 65£'v627£90'2 EBT'L68'vE6’T 24£'099'836°T s)ys0dap J3Wo1snd
T 13887 ZOT'1Z%'2S SSG'ESE’ LS LGS 26¥'8L §69'PUE'BL syisodap suonnInsy| [euely pue Sjuegq

SNjeA 4|84 12 PRIRTILR) JOU SHNNGR]] |efuelis

8LS'06T'FBY'T ToV'629'88P'Z  YOT'OTIT'TLEL SB0'GER'GLE'T INjEA 1B 1V paTenafe] 10U S3ISSY [ejRURUL 210l
ETP 98959 E60'56F &L TOV 8EB 9L TS0 LT 16 s1q8p Jsujebe S1552 PASOIRRI0

F4-Racity] TPS'BPS 9L SS6'G0BFSL 28T'E06'LPS OPS LTO'ZYS 3507 pRZ{HOWeE @ SIPSSE [EPUBUY B0

2 Bra TL6°TTR'EPP'T 209'9ET'LFH'T 66E'%LT7'880'T S8E°2TE'EBK'T 1500 PRZIGLIER 18 53)31J198) JIPHID 123G

Z RAIT £90°196°567 9EH'DE8’S6T $66'995'28T 80929 TBT SUCPIN3ASY [RIDURUY PUR SHUEG I8 S3SOCHP PUR SAJUEjeg

Z PAT 08529251 SBE'T9T'ST (9v'L2o'L 005'565°9¢ Tiueq [eusd e ssodad

ar ar ac ar anfeA B4 JE RRIRINDIED Jou SIBSSY |eldueuly

AuzeiaiH BAEA JBd 3neA ey BnjeA Xoog anjep Jied INEA Joog
910 1€ Jequissag £10T ‘1€ J3qWadag

SUIALIED U3 JBL) DABI[EG oM ‘BIE] BUIMOI0) 241 Ut P3|IEIZP S| Jeym 1o 3dauxg

&0 pue S)asSe [e[oueuj JUon A I8 4

:5onzeA 1195 1aw) Blewxeidde S1UALLISIR)S [BIDUELY) PIIRAIOSUOS SYURg AUl Ul paziuboda: saNIIge) |2uLwy pue sjasse |
3 i 5 1-3 L B) 1C poInse

Br3URUY JO SIUNOLIR
TZ3EG PTG e U0 TR :

(A0 aie jeq J e &

“910Z pue £10Z 'TE JAQWSDRG Papua JeoA 1) DULRD Z (93] PUB T J2AST USDMIBQ SI9jSUBN OU B1aM B13UL

£02'086'6T E¥6'SSE’0E INIBA JjB4 J€ 51FSSY jejouRuld [e)od
VES’LI0N'GT T95'TO¥'6T
Ilqejiear Z A BEE0OPETT LT I09°21 saleys paronbun
UOHRLUIoN) [RDUBLI
aqeddy 10N Biqediiddy J0N 1533€| PUE paLlaw
Ajnba 2y Buisn Ybnay),
anjea T 12AaY ¥66'L98'P 800'92€’S pung jemnp
J{e) S\ JO uelRniRAR
aigeonddy 0N aiqennddy 10N s, sabeueur puny Byl
Bgeayddy 10N ajgeuddy JoN $94RYS PRIOND T [ane 8S’E0E"TT [Z5s4 TURS] saleyg pajend
+a1000U] aAsusYaIdwcs Jay10 YONDIY) SNBA Jjep I8 19558 [BDUBUlS
E£LE'896 IBE'YSE
ggexddy 10N ajqedldoy 10N sasRYS POIOND T [2A371 £L2°B96 TRE bS6 S43015 sauediio]
15501 10 Juo2d YBNDIY] ANJRA 18] JB SJBS5E [RPUBULS
ac af anjea ajey J¢ SIPS5E [REIURULY
anjeA Jieg 0] sindug sndur SI0AN] Aoy pue AR R4 £3I02 BEESNEIRNEHE]
3|gealasqoun Jo a|qeAIasgoun sanbiuwdaL uolen|ea anjea ey T J8au=330
diysuopesy weyubis anjea Jied

:(sndut Ay PUR SANDIUYRS] UORENEA) PRUILLIBIRR U8 S3(IOR] {2I7UBUY PUB SIBSSe (BOUBUY

353131 4O SNEA J|BJ L MOY INCAL LOPRULICIU S3AID 91083 Buimolio) lL *posad Buiiodsr U3 J0 P B} 18 SNien S8 I8 PAINSEAW BIe SHLQE|l [BPUB pUB $1955% {2DUELY Bl JO BWOS
EH NiEA paan e § 7 Pu et 7 TER aed

wadn W INRA 124 "Op




47. Application of new and revised International Financial Reporting

Standards (IFRS)
New and revised IFRSs applied with no material effect on the

consolidated financial statements

The following new and revised IFRSs, which became effective for annual
periods beginning on or after January 1, 2017, have been adopted in these
consolidated financial statements.

Amendments to IAS 12 Income Taxes Recognition of Deferred Tax
Assets for Unrealised Losses
The Bank has applied these amendments for the first time in the current
year. The amendments clarify how an entity should evaluate whether there
will be sufficient future taxable profits against which it can utilise a
deductible ternporary difference.

The application of these amendments has had no impact on the Bank's
consolidated financial statements.

Amendments to IAS 7 Disclosure Initiative

The Company has applied these amendments for the first time in the current
year. The amendments require an entity to provide disclosures that enable
users of the consolidated financial statements to evaluate changes in
liabilities arising from financing activities, including both cash and non-cash
changes.

The application of these amendments has had no impact on the Bank's
consolidated financial statements.

Annual _Improvements to IFRS Standards 2014-2016 Cycle -
Amendments to IFRS 12

The Bank has applied the amendments to IFRS 12 included in the Annual
Improvements to IFRSs 2014-2016 Cycle for the first time in the current
year. The other amendments included in this package are not yet
mandatorily effective and they have not been early adopted by the Group.

IFRS 12 states that an entity need not provide summarised financial
information for interests in subsidiaries, associates or joint ventures that are
classified (or included in a disposal group that is classified) as held for sale.
The amendments clarify that this is the only concession from the disclosure
requirements of IFRS 12 for such Interests.

The application of these amendments has had no effect on the Bank’s
consolidated financial statements as ncne of the Group's interests in these
entities are classified, or included in a disposatl group that is classified, as
held for sale.

New and revised IFRS in issue but not yet effective
The Bank has not yet applied the following new and revised IFRSs that have
been issued but are notf yet effective:

Annual Improvements to IFRS Standards 2014 - 2016 Cycle
amending IFRS 1 and IAS 28

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.

Annual Improvements to IFRS Standards 2015-2017

The improvements include the amendments on IFRS 3, IFRS 11, IAS 12 and
IAS 23 and they are effective for annual periods beginning on or after
January 1, 2019.
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IFRIC 22 Foreign Currency Transactions and Advance Consideration
The interpretation addresses foreign currency transactions or parts of
transactions where:

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

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

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

IFRIC 23 Uncertainty over Income Tax Treatments

The interpretation addresses the determination of taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax rates, when there is
uncertainty over income tax treatments under IAS 12. It specifically considers:

¢ Whether tax treatments should be considered collectively;

o Assumptions for taxation authorities’ examinations;

s« The determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates; and

» The effect of changes in facts and circumstances.

The interpretation is effective for annual periods beginning on or after January 1,
2019,

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.

Amendments to IAS 40 Investmeni Property

Paragraph 57 has been amended to state that an entity shall transfer a property
to, or from, investment property when, and only when, there is evidence of a
change in use. A change of use occurs if property meets, or ceases to meet, the
definition of investment property. A change in management’s intentions for the
use of a property by itself does not constitute evidence of a change in use. The
paragraph has been amended to state that the list of examples therein is non-
exhaustive,

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

Amendments to IAS 28 Investment in Associates and Joint Ventures

The amendments are related to long-term interests in associates and joint
ventures. These amendments clarify that an entity applies IFRS 9 Financial
Instruments to long-term interests in an associate or joint venture that form part
of the net investment in the associate or joint venture but to which the equity
method is not applied.

The Amendments are effective for annual periods beginning on or after January 1,
2019,
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IFRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and
disclose leases. The standard provides a single lessee accounting model, requiring
lessees to recognise assets and liabilities for all leases unless the lease term is 12
months or less or the underlying asset has a low value. Lessors continue to
classify leases as operating or finance, with IFRS 16’s approach to lessor
accounting substantially unchanged from its predecessor, IAS 17.

The Bank will apply IFRS 16 in the effective date. The Bank is in the process of
evaluating the impact of IFRS 16 on the Bank's consolidated financial statements.

IFRS 9 Financial Instruments (revised versions in 2009, 2010, 2013
and 2014)

IFRS 9 issued in November 2009 introduced new requirements for the
classification and measurement of financial assets. IFRS 9 was subseqguently
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. The standard contains requirements in the following areas:

. Classification and measurement: Financial assets are classified by
reference to the business model within which they are held and their
contractual cash flow characteristics. The 2014 version of IFRS 9
introduces a 'fair value through other comprehensive income' category for
certain debt instruments. Financial liabilities are classified in a similar
manner to under IAS 39, however there are differences in the
requirements applying to the measurement of an entity's own credit risk.

. Impairment: The 2014 version of IFRS 9 introduces an 'expected credit
loss' model for the measurement of the impairment of financial assets, so
it is no longer necessary for a credit event to have occurred before a credit
loss is recognised

. Hedge accounting: Introduces a new hedge accounting model that is
designed to be more closely aligned with how entities undertake risk
management activities when hedging financial and non-financial risk
exposures,

. Derecognition: The requirements for the derecognition of financial assets
and liabilities are carried forward from IAS 39.

The Bank adopted IFRS 9 (phase 1) that was issued in 2009 related fo
classification and measurement financial assets, the company will adopt the
finalised version of IFRS 9 from the effective date of January 1, 2018; apply it
retrospectively and recognize the cumulative effect of initially applying this
standard as an adjustment to the opening balance of retained earnings as of
January 1, 2018,
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During July 2014, the Board of International Accounting Standards issued the final
version of IFRS 9 - Financial Instruments, which will replace 1IAS 39 - Financial
Instruments (Recognition and Measurement) and all previous issues of IFRS 9.
The International Financial Reporting Standard 9 gathers all three aspects of
accounting related to financial instruments: Classification and Measurement,
Impairment and Hedge Accounting. The Bank already implemented the first phase
of IFRS 9 issued during 2009, The initial implementation of the first phase of the
standard was on the first on December 2011.

The new version of IFRS 9 will be implemented on annual periods starting from
the first of January 2018, and early adoption is permitted. Moreover, the standard
is implemented retroactively excluding hedge accounting. Additionally, IFRS 9
exempted the companies from adjusting comparative figures.

The Bank will implement the new standard on the effective date and will not
adjust comparative figures. During 2017, the Bank conducted a detailed study to
evaluate the impact of IFRS 9. This detailed study was based on current available
figures which could change in case new information was available after
implementing the new standard in 2018. The Bank generally does not expect a
major impact on the consolidated statement of financial position and the
consolidated statement of shareholders’ equity except for the impact of
implementing the new requirements of impairment measurements according to
IFRS 9. Based on the initial figures, the Bank expects, based on the study
conducted by its management, an increase in the impairment provision by 3D 10.5
million (+ - 10%), which will decrease the Shareholders’ equity by the same
amount. Additionally, the Central Banik of Jordan allowed to use the balance of the
general banking risks reserve amounting JD 15.3 million to cover part of the
increase in the impairment provision.

Amendments to IFRS 9 Financial Instruments

The amendments are related to prepayment features with negative
compensation. This amends the existing requirements in IFRS 9 regarding
termination rights in order to allow measurement at amortised cost (or,
depending on the business model, at fair value through other comprehensive
income) even in the case of negative compensation payments.

The Amendments are effective for annual periods beginning on or after January 1,
2019.

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.
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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 pericd. -
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). :

The Bank intends to adopt the standard using the cumulative effect approach,
which means that the Bank will recognize the cumulative effect of initially applying
this standard as an adjustment to the opening balance of retained earnings of the
annual reporting period that includes the date of initial application. The Bank is
continuing to analyze the impact of the changes and its impact will be disclosed in
the first consolidated financial statements as of December 31, 2018 that includes
the effects of it application from the effective date.

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. The Amendments are effective when IFRS 9 is first applied

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

IFRS 17 Insurance Coniracts

IFRS 17 requires insurance liabilities to be measured at a current fulfiliment
value and provides a more uniform measurement and presentation approach
for all insurance contracts. These requirements are designed to achieve the
goal of a consistent, principle-based accounting for insurance contracts. IFRS
17 supersedes IFRS 4 Insurance Contracts as of January 1, 2021.

Amendments to IFRS 10 Consolidated Financial Statements and IAS
28 Investments in Associates and Joint Ventures (2011)

The amendments are related to the treatment of the sale or contribution of
assets from and investor to its associate or joint venture.

The Amendments effective date deferred indefinitely and the adoption is still
permitted.

Management anticipates that these new standards, interpretations and
amendments will be adopted in the Bank’s consolidated financial statements
as and when they are applicable and adoption of these new standards,
interpretations and amendments, except for IFRS 9, IFRS 15 and IFRS 16 as
highlighted in previous paragraphs, may have no material impact on the
financial statements of the Company in the period of initial application.

Management anticipates that IFRS 15 and IFRS 9 will be adopted in . the
Company’s financial statements for the annual period beginning January 1,
2018 and that IFRS 16 will be adopted in the Company’s financial statements
for the annual period beginning January 1, 2019,
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