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Marginal/ Watch list
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www.deloitte.com

Review Report

To the Shareholders of Arab Banking Corporation
(A Public Shareholding Limited Company)
Amman - The Hashemite Kingdom of Jordan

Introduction
We have reviewed the accompanying consolidated condensed interim financial position of the

Arab Banking Corporation (A Public Shareholding Limited Company) as of June 30, 2018, and
the related consolidated condensed interim statements of income, comprehensive income,
shareholders’ changes in equity and cash flows for the Six-months then ended and the
summary of significant accounting policies and other explanatory information. Management is
responsible for the preparation and fair presentation of these consolidated condensed interim
financial statements in accordance with International Accounting Standard number (34). Our
responsibility is to express a conclusion on these consolidated condensed interim financial

statements based on our review.

Scope of Review
We conducted our review in accordance with International Standard on Review Engagement

2410 "Review of consolidated condensed interim financial information performed by the
Independent Auditor". A review of consolidated condensed interim financial information
consists of making inquiries, primarily of persons responsible for financial and accounting
matters in the Bank, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards
on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not

express an audit opinion.

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

accompanying consolidated condensed interim financial information is not prepared, in all
material respects, in accordance with International Accounting Standard (34) related to

interim financial reporting.

Explanatory Paragraph
The fiscal year of the Bank ends on December 31 of each year, the accompanying consolidated

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

Other Matter Paragraph
The accompanying consolidated condensed interim financial statements are a translation of

the statutory consolidated condensed interim financial statements in the Arabic Language to
which reference should be made.

Amman - The Hashemite Kingdom of Jordan

August 29, 2018 B
D/ %% & /05{4,4

itte & Touche (M.E) - Jordan

pDeloitte & foucne (IVLLE.)




ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
CONSOLIDATED CONDENSED INTERIM STATEMENT
OF FINANCIAL POSITION

June 30, 2018
(Reviewed and

December 31,

Note not audited) 2017 (Audited)
D D

Assets
Cash and balances at Central Bank of Jordan 4 58,739,229 72,984,906
Balances at banks and financial institutions 5 75,217,104 70,518,441
Deposits at banks and financial institutions 6 28,118,130 14,180,000
Flcréﬂsfraelhzsr;s;ie;rt]gglr;;a]ue through statement of other . 99,253,962 175,317
Financial assets at fair value through profit or loss 8 i 670,416
Direct credit facilities - net 10 615,245,/02 597,025,387
Financial assets at amortized cost 9 234,675,163 322,727,016

Property and equipment-net 15,276,351 12,852,791
Intangible assets-net 398,670 487,572
Deferred tax assets 14/C 4,873,940 720,116
Other assets 11 30,935,124 35,721,095
Total Assets 1,165,737,375 1,128,063,057
Liabilities And Shareholders’ Equity
Liabilities
Banks and financial institutions deposits 218,948,842 188,542,707
Customers’ deposits 12 664,672,356 654,114,098
Cash margins 50,993,046 52,234,932
Borrowed funds 13 52,563,831 47,769,560
Sundry provisions 1,308,259 1,862,793
Income tax provision 14 3,043,942 5,952,374
Deferred tax liabilities 24,489 1,139
Other liabilities 15 18,675,648 17,343,650
Total Liabilities 1,010,230,413 967,821,253
Bank’'s Shareholders Equity
Paid-up capital 24 110,000,000 110,000,000
Share premium 66,943 66,943
Statutory reserve 25 26,192,302 26,192,302
Voluntary reserve 197,281 197,281
General banking risk reserve - 5,930,328
Fair value reserve - net (10,328) (84,566)
Retained earnings 16 13,598,437 17,939,516
Profit for the period 5,462,327 2
Total owners’ Equity 155,506,962 160,241,804
1,165,737,375 1,128,063,057

Total Liabilities and owners’ Equity

THE ACCOMPANYING NOTES FROM (1) TO (30) CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ

WITH THEM AND WITH THE REVIEW REPORT.

e



ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN -~ JORDAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF INCOME

(REVIEWED AND NOT AUDITED)

Interest income
Interest expense
Net Interest Income

Net commission income

Net Interest and commission Income

Gain from foreign currencies

(Loss) from financial assets at fair value through profit or loss
Gain from financial assets at fair value through statement of

other comprehensive income
Net profit from selling financial assets at amortized cost

Other income - net

Total Income

Expenses

Employees’ expenses
Depreciation and amortization
Other expenses

Impairment provision for direct credit facilities

Recoveries from impairment provision for financial assets at amortized cost

Recoveries from impairment provision for financial assets at fair value

through other comprehensive income

Recoveries from impairment provision of balances at banks and
financial institutions

Impairment Provision of discounted LC'S

Recoveries from sundry provisions

Impairment provision for repossessed assets

Total Expenses

Profit for the period before Tax

Income tax expense

Profit for the Period

Basic and Diluted Earnings Per Share for the period attributable Bank's

For the Three-Month

Ended June 30,

For the Six-Month

Ended June 30,

Note 2018 2017 2018 2017

D D D D
18 16,428,044 14,760,981 32,142,986 29,137,568
17 (8,391,507) (5,991,849) (15,861,754)  (11,546,437)
8,036,537 8,769,132 16,281,232 17,591,131
893,514 772,671 1,879,042 1,765,471
8,930,051 9,541,803 18,160,274 19,356,602
304,090 228,549 635,011 455,079
19 (97,467) - (93,317)
112,874 = 325,359 -
z 1,950 . 1,950
995,853 991,170 1,973,853 2,219,172
10,342,868 10,666,005 21,094,497 21,939,486
(3,504,148)  (3,356,291)  (6,915,221)  (6,724,579)
(368,052) (467,835) (728,129)  (1,004,607)
(2,118,151)  (2,128,933)  (4,490,825)  (4,141,165)
10 (141,734) (428,073) (534,650) (723,036)
9 434,399 . 19,503 -
7 25,814 - 20,348 :
230 - 23,428 2

(3,230) (3,230)

(259,987) 300,000 (100,910) 350,000
(58,728) (71,820) (113,451) (143,640)
(5,893,587) (6,152,952) (12,823,137) (12,387,027)
4,349,281 4,513,053 8,271,360 9,552,459
14 (1,533,987) (1,546,749)  (2,809,033)  (3,249,748)
2,815,294 2,966,304 5,462,327 6,302,711
20 0.026 0.027 0.050 0.057

The ACCOMPANYING NOTES FROM (1) TO (30) CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED

CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE REVIEW REPORT,

3 -



ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME

(REVIEWED AND NOT AUDITED)

For the Three-Month
Ended June 30,

For the Six-Month
Ended June 30,

2018 2017 2018 2017

D D D 1D
Profit for the period 2,815,294 2,966,304 5,462,327 6,302,711
Other comprehensive income items:
Items not to be subsequently transferred to
statement of income:
Net changes in fair value for financial derivatives

for cash flows hedging 112,470 33,582 74,238 34,873

Total Comprehensive Freative for BiePeriod 2,927,764 2,999,886 5,536,565 6,337,584

THE ACCOMPANYING NOTES FROM (1) TO (30) CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ
WITH THEM AND WITH THE REVIEW REPORT,.
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ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

MMAN — JORDAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF CASH FLOWS

(REVIEWED NOT AUDITED)

Operating Activities:

Profit before income tax

Adjustments for non-cash items

Depreciation and amortization

Impairment provision for direct credit facilities

(Galn) from disposed property and equipment

(Gain) from sale of repossessed assets

(Recoveries) from Repossessed assets impairment provision

(Recoveries) from impairment Provision for the financial assets at amortized cost
Impairment provision for financial assets at fair value through other comprehensive income
Impairment provision for discounted LC's

(surplus) in Sundry provisions

Accrued interests

Unrealized loss from financial assets at fair value through profit or loss

(Gain) from sale of financial assets at fair value through profit or loss

(Gain) from sale of financial assets at fair value through statement of other comprehensive income
(Gain) frem sale of financlal assets at amortized cost

Effect of Exchange rate fluctuation on cash and cash equivalents

Net Income before Changes in Assets and Liabilities

Changes in Assets and Liabilities

(Increase) decrease in deposits at banks and financial Institutions that mature after three months
(Increase) in financial assets at fair value through statement of profit or loss

(Increase) in direct credit facilities

Decrease in other assets
(Decrease) In banks’ and financial institutions deposits that mature after three months

Increase (decrease) In customers’ deposits
{Decrease) in cash margins

Increase (decrease) in other liabilities
(Decrease) in sundry provisions

Net Cash Flows (used in) Operating Activities before Income Tax
Income tax pald

Net Cash Flows (used In) Operating Activities

Investing Activities

(Purchase) of financial assets at amortized cost

Sale and maturity of financial assets at amortized cost

(Purchase) of property and equipment

(Purchase) of intangible assets

Sale of property and equipment

(Purchase) of Financial assets at fair value through other comprehensive income
Sale of Financial assets at fair value through other comprehensive income

Net Cash Flows (used in) Investing Activities

Financing Activities
Dividends paid to shareholders
Borrowing funds

Net Cash Flows (used In) Financing Activities
Net (Decrease) in Cash and Cash Equivalents
Effect of exchange rate fluctuation on cash and cash equivalents

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

Non-Cash Items

Transfers to the financial investments at fair value through statement of other comprehensive income
Transfers from financial investments at fair value through statement of profit or loss

Transfers from financial investments at amortized cost

For the Six-Month
Ended June 30,

Note 2018 2017

) D

8,271,360 9,552,459

728,129 1,004,607

10 534,650 723,036

(9,330) (19,140)

- (209)

113,451 143,640

g (19,503) .

7 (20,348) -

3,230 -

100,910 (350,000)

(680,376) (830,364)

- 141,116

- (31,949)

(295,887) :

- (1,950)

(13,791) 78,848

8,712,495 10,410,094

(13,938,130) 14,180,000

- (47,436)

(29,960,879) (30,652,144)

5,604,528 16,204,566

- (33,577,024)

10,558,258 (31,978,540)

(1,241,885) (1,515,318)

513,154 (3,096,552)

(624,593) (44,873)

(20,377,052) (60,117,227)

14 (5,290,513) (4,300,529)

(25,667,565)

(64,417,756)

(11,931,302) (91,157,291)
25,840,297 65,199,168
(3,054,119) (1,336,437)

(9,050) (30,044)
9,710 49,606

(55,765,053) 2

31,280,025 -

(13,629,492)

(27,274,998)

(5,435,234)

(9,781,008)

4,794,271 (126,299)

(640,963) (9,907,307)

(39,938,020) (101,600,061)

13,791 (78,848)

(45,039,360) 20,615,408

21 (84,963,589) (81,063,501)

(74,521,319)
670,416
73,850,903

THE ACCOMPANYING NOTES FROM (1) TO (30) CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED CONDENSED INTERIM
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE REVIEW REPORT.




ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN
NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS

(REVIEWED NOT AUDITED)

1. General Information
Arab Banking Corporation (Jordan) was established as a public shareholding company
on January 21, 1990 in accordance with the Companies Law No (1) of 1989 with

headquarter in Amman.

The Bank provides banking services through its head office in Amman and its 27
branches in Jordan and the subsidiary Company.

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

The Bank and its subsidiary “the Group” financial statements are consolidated in the
Arab Banking Corporation - Bahrain financial statements.

The consolidated Condensed Interim financial statements were approved by the group’s
Board of Directors on July 26, 2018.

2. Significant Accounting Policies:

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

Jordan regulations.

- The consolidated condensed interim financial statements are prepared in accordance
with the historical cost principle, except for financial assets and financial liabilities
which are stated at fair value through consolidated statement of income, financial
assets at fair value through consolidated statement of other comprehensive income
and financial derivatives which stated at fair value at the date of the consolidated
condensed interim financial statements. Moreover, hedged financial assets and
liabilities for change in its fair value were stated at fair value.

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

- The accompanying consolidated condensed interim financial statements do not include
all the information and disclosures to the financial statements required in the annual
financial statements as of December 31, 2017 and should be read with the Bank's annual
report as of December 31, 2017. Moreover, the results of the Bank's operations for the
Six-month period ended on June 30, 2018 do not necessarily represent indications of
the expected results for the year ending December 31, 2018 and no allocation has been
made on profit for the Six month period ended on June 30, 2018 which is usually

performed at year end.



Change in accounting estimates

The accounting policies adopted in preparing the consolidated condensed interim
financial statements are consistent with those applied in the year ended as of December
31, 2017 except for the effect of the adoption of the new and revised standards which
are applied on or after the first of January of 2018 as follow:

Amendments with no material effect on the consolidated condensed interim
financial statements of the bank:

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

beginning on or after January 1, 2018.

Amendments to IFRS 2 “Share Based Payment”
The amendments are related to classification and measurement of share based payment
transactions and they are effective for annual periods beginning on or after January 1,

2018.

Amendments to IFRS 4 “Insurance Contracts”
The amendments relating to the different effective dates of IFRS 9 and the forthcoming
new insurance contracts standard and they are effective for annual periods beginning on

or after January 1, 2018.

IFRIC 22 Foreign Currency Transactions and Advanced Consideration

This interpretation clarifies that when determining the prevailing exchange rate to be
used at the initial recognition of the asset, expense or income (or part of it), or upon
derecognition of a non-monetary asset or liability relating to an advance payment, the
date of the transaction is the date on which the entity first recognized the asset Or the
non-monetary obligation that resulted from such advance payments

Amendments to IAS 40 Investment Property
These amendments indicate when the Bank should convert (reclassify) real estate,
including properties under construction or development, into or from investment

property section.

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 five steps 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: Recognize revenue when (or as) the entity satisfies a performance obligation.

‘Under IFRS 15, an entity recognizes 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.



financial statements of the Bank

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.

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.

Amendments that has impact o

n the consolidated condensed interim

IFRS 9 Financial Instruments

IFRS 9 issued in November 2009 introduced new requirements for the classification and
measurement of financial assets. IFRS 9 was subsequently amended in October 2010
to include requirements for the classification and measurement of financial liabilities and
for derecognition, and in November 2013 to include the new requirements for general
hedge accounting. Another revised version of IFRS 9 was issued in July 2014 mainly to
include a) impairment requirements for financial assets and b) limited amendments to
the classification and measurement requirements by introducing a fair value through
other comprehensive income measurement category for certain simple debt

instruments.

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

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

instruments.

The standard applied retrospectively according with international financial reporting
standards No (9) financial instruments, the bank has not adjusted the comparative
figures. The impact of applied standard was recognized in the first of January 2018
through retained earnings in the statement of changes in shareholders’ equity.

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

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

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

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

-9 -
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The following represents the effect of the implementation of IFRS (9) on provisions

opening balances:

Provision
balance as of  Differences Balance
January 1,  resulting from based on
2018 recalculation (IFRS9)
1D JD D
Balances at banks and
financial institutions = (28,923) (28,923)
Direct credit facilities (21,621,538) (8,201,913) (29,823,451)
Debt instruments within financial assets
at amortized cost portfolio - (311,457) (311,457)
Debt instruments within financial assets
at fair value through other
comprehensive income portfolio = (161,332) (161,332)
Letter of guarantees = (237,937) (237,937)
Unutilized limits % (159,882) (159,882)
Letter of credits & (263,669) (263,669)
Others - (3,693) (3,693)
Total (21,621,538) (9,368,806) (30,990,344)
The following represents the provision for expected credit loss for the period as of June
30, 2018:
Stage 1 Stage 2
Individual Collective Individual Collective Stage 3 Total
D D 1D 1D 1D 1D
Balances at banks and
financial institutions (5,495) = - 4 (5,495)
Direct credit facilities (817,990) (1,596,128) (5,448,744) (1,016,461) (20,699,138) (29,578,461)
Debt instruments within
financial assets portfolio
at amortized cost (291,954) - - - = (291,954)
Debt instruments within
financial assets at fair value
through other comprehensive
income portfolio {(33,113) - (107,871) - - (140,984)
Letter of guarantees (136,614) - (299,285) - - (435,899)
Unutilized limits (29,393) - (38,637) . (68,030)
Letter of credits (99,547) = (88,864) - - (188,411)
Others (6,872) - (51) - - (6,923)
Total (1,420,978) (1,596,128) (5,983,452) (1,016,461) (20,699,138) (30,716,157)

-11 -



Basis of consolidation and presentation

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

consolidated statement of financial position.

Accounting estimates

Preparation of the accompanying consolidated condensed interim financial statements
and the application of accounting policies require from the Bank's management to
estimate and assess some items affecting financial assets and liabilities and to disclose
contingent liabilities. These estimates and assumptions also affect income, expenses,
provisions, and the financial assets valuation reserve, and in a specific way, it requires
the Bank’s management to estimate and assess the amounts and timing of future cash
flows. The aforementioned estimates are based on several assumptions and factors with
varying degrees of consideration and uncertainty. Furthermore, the actual results may
differ from the estimates due to the changes arising from the conditions and
circumstances of those estimates in the future.

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

the following:

Changes in Accounting Policies and Significant Estimates and Judgements
The key changes to the Bank’s accounting policies resulting from the adoption of IFRS
9 Financial Instruments are summarized below. The comparative financial information

has not been restated as per its requirements.

Classification of financial assets and financial liabilities

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

Impairment of financial assets
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ model.

The new impairment model also applies to certain loan commitments and financial
guarantee contracts but not to equity investments (Shares). Under IFRS 9, credit losses

are recognized earlier than under IAS 39,

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

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

since initial recognition.

-12 -



Stage 1: 12 months expected credit loss
Stage 1 includes financial assets on initial recognition that do not have a significant increase

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

Stage 2: Lifetime expected credit loss - not credit impaired

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

Stage 3: Lifetime expected credit loss - credit impaired

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

Key changes to the significant estimates and judgements

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

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

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

credit loss.

Inputs, assumptions and technigues used for estimating impairment

Significant increase in credit risk

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

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

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

2. Facilities restructured during previous twelve months
3. Facilities overdue by specific number of days as at the reporting date
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Credit risk grades
Credit risk grades are defined using qualitative and quantitative factors that are indicative of

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

Generating the term structure of Probability of Default (PD)
The Bank employs statistical models to analyses the data collected and generate estimates of

PD of exposures and how these are expected to change as a result of the passage of time.
This analysis includes the identification and calibration of relationships between changes in
default rates and changes in key macro-economic factors, across various geographies in which

the Bank has taken exposures.

Changes to banks financial risk management objectives and policies

1. Credit Risk Measurement
The estimation of credit exposure for risk management purposes is complex and

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

2 Credit risk grading
The Bank uses internal credit risk grading that reflect its assessment of the probability

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

3. Credit quality assessments
Pursuant to the adoption of IFRS 9, the Bank has mapped its internal credit rating scale

to an approve rating scale as of 30 June 2018.

4. Cash and balances at Central Bank of Jordan
The statutory cash reserve. amounted to JD 46,884,266 as of June 30, 2018 (JD

40,904,833 as of December 31, 2017).

There are no restricted balances except for the statutory cash reserve as of June 30,
2018 and December 31, 2017.

There are no certificate of deposits that have maturity period more than 3 month as of
June 30, 2018 and December 31, 2017.

The movement on the balances at Central Bank of Jordan is as follows:

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

Total balance at the
beginning of period 72,984,906 - = 72,984,906
New balances during the
period - 2 = 2
Settled balances (14,245,677) - = (14,245,677)
Total balance at the end of
period 58,739,229 - - 58,739,229
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5. Balances at banks and financial institutions
- Non-interest bearing balances at banks and financial institutions amounted to
JD 5,179,916 as of June 30, 2018 (JD 4,451,378 as of December 31, 2017).

- There are no restricted balances as of June 30, 2018 and December 31, 2017.

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

Stage 1 Stage 2 Stage 3
Individual Individual Total
1D 1D D D
Total Balance at the beginning of period 70,518,441 - - 70,518,441
New balances during the period 39,467,144 = z 39,467,144
Settled balances (34,762,986) - - (34,762,986)
Total Balance at the end of period 75,222,599 - - 75,222,599
Less: Impairment loss (5,495) - - (5,495)
75,217,104 - - 75,217,104
The movement on the expected credit loss provision for the balances at banks and financial
institutions during six month period ended as of June 30, 2018.
Stage 1 Stage 2 Total
Individual Individual Stage 3
D D D D
balance at the beginning of the period g - - -
The Effect of implementing the international
financial reporting
standard No. (9) (28,923) ¥ = (28,923)
Adjusted balance as of January 1, 2018 (28,923) . - (28,923)
Impairment loss on new balances during the
period (5,003) - - (5,003)
Recoveries from impairment loss on
the balances. 28,431 - - 28,431
Total balance at the end of period (5,495) - - (5,495)
- There is no transfers between stages (1,2and3) or written off balances during the
six month period ended June 30, 2018.
6. Deposits at banks and financial institutions
The movement on deposits at banks and financial institutions is as follows:
Stage 1 Stage 2 Stage 3
Individual Individual Total
D D D 1D
Total balance at the beginning of period 14,180,000 - - 14,180,000
New balances during the period 28,118,130 . - 28,118,130
settled balances (14,180,000) - - (14,180,000)
Total balance at the end of period 28,118,130 2 , 28,118,130
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7. Financial assets at fair value through statement of other comprehensive

income
The details of this items are as follows:

June 30, December 31,
2018 2017
JD JD

Shares listed in active market 658,847 5
Shares not- listed in active market 254,980 175,317
Government guaranteed bonds 84,606,911 -
Other financial bonds 13,874,208 -

99,394,946 175,317
Less: Provision of expected credit loss (140,984) -

99,253,962 175,317

- The movement on the financial assets through other comprehensive income is as

follows:
Stage(1) Stage (2) Stage
individual individual (3) Total
D D 1D D
Fair value at the beginning of the period 175,317 - = 175,317
Transfers from financial assets at fair value
through profit or loss statement - 368,095 302,321 - 670,416
Transfers from financial assets at
amortized cost 68,274,334 5,576,569 - 73,850,903

Adjusted balance at the beginning of the
period 68,817,746 5,878,890 - 74,696,636
New investments during the period 54,926,170 361,216 - 55,287,386
Matured investments (28,005,760) (2,500,709) - (30,506,469)
Changes in fair value (82,607) Z = (82,607)
Total balances at the end of the period 95,655,549 3,739,397 - 99,394,946

- The movement on provision of the expected credit loss for the financial assets

through other comprehensive income for the period is as follows:

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

Balance at the beginning of the period 5 - - =
The effect of implement the international financial reporting
standard no. (9) (26,218) (135,114) = (161,332)
Adjusted balance as of January 1, 2018 (26,218) (135,114) - (161,332)
Impairment loss on new investments during the period (7,555) (582) (8,137)
Recoveries from impairment loss on matured investments 660 27,825 - 28,485
Balance at the end of the period (33,113) (107,871) 5 (140,984)

There is no transfers between stages (1,2and3) or written off balances during the six
month period ended June 30, 2018.
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8. Financial assets at fair value through profit or loss

The details of this items are as follows:

Shares listed in active market
Shares not- listed in active market

June 30, December 31,
2018 2017
D D
- 627,460
- 42,956
- 670,416

- During the period ended June 30, 2018, all financial assets at fair value through
profit or loss have been reclassified to financial assets at fair value through other

comprehensive income amounting to 670,416.

9. Financial assets at amortized cost
The details of this item is as follows:

Unquoted Financial Assets:
Government and Government guaranteed financial bonds
Other financial bonds

Less: Expected credit loss provision

Bonds and treasury bills analysis:
Fixed return
Variable return

Total

June 30, December 31,
2018 2017
D D
192,967,117 266,421,026
42,000,000 56,305,990
234,967,117 322,727,016
(291,954) -
234,675,163 322,727,016
227,675,163 315,727,016
7,000,000 7,000,000
234,675,163 322,727,016

During the period ended June 30, 2018, there has been a reclassification of around
JD 73.85 million of the financial assets at amortized cost to financial assets at fair

value through other comprehensive income.,

The movement on the financial assets at amortized cost is as follow:

Stage 1 Stage 2
Individual Individual Stage 3 Total
D D 1D

Balance at the beginning of the period 302,727,016 20,000,000 322,727,016
Transfers to financial assets at fair value
through other comprehensive income (73,850,903) = - (73,850,903)
Adjusted beginning balance for the period 228,876,113 20,000,000 - 248,876,113
New investments during the period 11,924,026 - - 11,924,026
Matured investments (25,833,022) - - (25,833,022)
Amounts transferred to stage 1 20,000,000 (20,000,000) -

Total balance at the end of the period 234,967,117 - 234,967,117
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The movement on the expected credit loss provision for financial assets at amortized cost

is as follows:
Stage 1 Stage 2 Stage 3
Individual Individual Total
D D D D
Balance at the beginning of the period - - = =
The Effect of implementing the international ;
financial reporting standard no. (9) (136,963) (174,494) = (311,457)
Adjusted beginning balance as of January 1, 2018  (136,963) (174,494) = (311,457)
Impairment loss on the new investments during
the period (142,062) - = (142,062)
Amounts transferred to stage 2 (12,929) 12,929 - =
Adjustments resulting from the reclassification
between the three stages - 161,565 - 161,565
Balance at the end of the period (291,954) - = (291,954)
10. Direct credit facilities - net
The details of this items are as follows:
June 30, December 31,
2018 2017
Individual (Retail) D D
Overdrafts* 23,194,282 23,778,891
Loans and bills ** 245,472,332 234,712,993
Credit cards 4,958,746 5,423,451
Real Estate loans 79,988,424 82,262,177
Corporate
Overdrafts* 101,808,776 95,367,550
Loans and bills ** 180,092,825 165,667,411
Small and medium enterprises
Overdrafts* 6,404,597 7,029,693
Loans and bills ** 14,545,529 13,232,046
Government and public sector ** 1,026,341 1,118,950
Total 657,491,852 628,593,162
Less: Interest in suspense (9,663,689) (9,946,237)
Less: Provision for impairment on direct credit facilities (29,578,461) (21,621,538)
Direct credit facilities — net 618,249,702 597,025,387

*  Net of interest and commission received in advance amounting to JD 10,242 as of

*k

June 30, 2018 (JD 20,290 as of December 31, 2017).

Net of interest and commissions received in advance amounting to JD 250,108 as of
June 30, 2018 (JD 222,366 as of December 31, 2017).

At June 30, 2018, non-performing credit facilities amounted to JD 32,461,157 (JD
(31,479,153 as of December 31, 2017) which represent 4.937% as of June 30, 2018
(5.008% as of December 31, 2017) of gross facilities.

At June 30, 2018, non-performing credit facilities after deducting interest suspended
amounted to JD 22,797,468 (JD 21,532,916 as of December 31, 2017) which
represent 3.519% as of June 30, 2018 (3.481% from the opening balance as-of

December 31, 2017).

At June 30, 2018, the credit facilities that granted to the Jordanian government with
guarantee amounted to JD 1,026,338 (JD 1,118,950 as of December 31, 2017) which
represent 0.156% as of June 30, 2018 (0.178% as of December 31, 2017) of gross

facilities.
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Interest in Suspense:
The details movement on interest in suspense is as follows:

Companies
Large
Real Corporate
Estate Customers SMEs Total

For the Six-month Ended on June 30, 2018 Individuals
D D D D JD

Balance - beginning of the period 6,479,155 246,673 2,952,327 268,082 9,946,237
Add: Suspended interest during the period 782,109 50,024 134,516 43,002 1,009,651
ess: Interest in suspense reversed to
income (180,046) (53,389) (171) (6) (233,612)
Written-off suspended interest (955,889)  (88,890) (12,020) (1,788)  (1,058,587)
Balance - End of the Period 6,125,329 154,418 3,074,652 309,290 9,663,689
For the Year Ended December 31, 2017
Balance - beginning of the year 5,362,680 308,791 2,924,337 296,989 8,892,797
Add: Suspended interest during the year 1,534,236 91,076 311,207 38,618 1,975,137
Less: Interest in suspense reversed to
income (319,928) (108,865) (62,832) (19,684) (511,309)
Interest in suspense written off during
the year (97,832) (44,329) (220,385) (47,842) (410,388)
Balance - End of the Year 6,479,156 246,673 2,952,327 268,081 9,946,237

11. Other assets
The detail of this item are as follows:

June 30, December 31,
2018 2017
D JD

Revenue and interest under collection 5,524,055 4,585,125
Prepaid expenses 1,525,731 860,795
Assets seized by the Bank against due debts 1,755,389 1,851,835
Assets / profits of unrealized financial derivatives 316,135 .
Other receivables/brokerage company 121,627 102,299
Land held for sale/brokerage company 1,849,850 1,849,850
Discounted LC's 17,600,702 24,250,045
Other 2,241,635 2,221,146
Total 30,935,124 35,721,095

- The regulations of Central Bank of Jordan require disposing of the assets seized
by the Bank during a maximum period of two years from the date of the
acquisition. In exceptional cases, the Central Bank may extend this period to a
maximum of two consecutive years.
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- The details of the movement on the
outstanding debt is as folfows:

Balance at the beginning of the period

Additions
Disposals
Impairment loss **

Total

real state that was sized by bank due to

for the six-
month for the year
period ended ended in
in June 30, December 31,
2018 2017
JD D
1,851,835 2,327,691
17,005 223,705
- . (366,555)
(113,451) (333,006)
1,755,389 1,851,835

**  The item represents the provision for real state sized by bank for the period ended
in June 30, 2018 and for the year ended in December 31, 2017, based on the
circulation of the central bank of Jordan No. 10/1/4076 dated on march 27, 2014
and the circulation No. 10/1/6841 dated on June 3, 2015, The bank was started
to calculate the provision for the real state that sized for more than 4 years.

12 Customers’ deposits

This item consists of the following:

For the Six-Month ended as of June 30, 2018

Current and demand deposits
Saving accounts

Time and notice deposits

Total

For the year ended as of December 31, 2017

Current and demand deposits
Saving accounts

Time and notice deposits

Total

Small and Government
Major medium and general
Individual Companies  companies sector Total
D D D 1D 1D
63,019,780 18,386,813 13,170,441 802,301 95,379,335
28,246,525 234,336 91,129 80 28,572,070
277,217,277 176,359,333 13,340,930 73,803,411 540,720,951
368,483,582 194,980,482 26,602,500 74,605,792 664,672,356
63,870,999 19,594,467 11,418,387 1,179,963 96,063,816
21,833,725 163,277 75,427 80 22,072,509
262,815,366 186,570,906 14,525,862 72,065,639 535,977,773
348,520,090 206,328,650 26,019,676 73,245,682 654,114,098

- Jordan Government and public sector deposits amounted to 1D 74,605,792 as of
June 30, 2018 (JD 73,245,682 as of December 31, 2017) representing 11.224%
(11.198% as of December 31, 2017) of total customers’ deposits.

- Non-interest bearing deposits amounted to JD 102,446,335 as of June 30, 2018
(JD 101,408,740 as of December 31, 2017) representing 15.413% (15.503% as of
December 31, 2017) of total deposits.
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- Restricted deposits amounted to JD 19,003,257 as of June 30, 2018 (JD
19,378,613 as of December 31, 2017) representing 2.859% (2.963%as of
December 31, 2017) of total deposits.

- Dormant accounts amounted to JD 16,641,292 as of June 30, 2018 (JD 20,158,400
as of December 31, 2017).

13. Borrowed funds
This item consists of the following:

Number of Payments

Total no. of Outstanding Instalments Interest
Amount Payments payments maturity collaterals rate
June 30, 2018 i[b]
Bills upon
Borrowing from Central Bank of Jordan* 5,008,220 i 1 24 months request 2%
Borrowing from Central Bank of Jordan** 1,161,000 30 27 Semi annual - 2.5%
Borrowing from Central Bank of Jordan*** 220,625 34 34 Semi annual - 3.%
Mortgage
deeds Loan
Real Estate Mortgage Refinance Company**** 1,171,904 236 54 Monthly Portfolio 6.809%
Mortgage
deeds Loan
Real Estate Mortgage Refinance Company 20,002,082 1 1 24 months Portfolio 3.8%
Mortgage
deeds Loan
Real Estate Mortgage Refinance Company 20,000,000 1 1 12 months Portfolio 5.65%
Mortgage
deeds Loan
Real Estate Mortgage Refinance Company 5,000,000 1 1 Semi annual Portfolio 6%
Total 52,563,831
December 31, 2017
Bills upon
Borrowing from Central Bank of Jordan* 5,008,494 1 1 24 months request 2%
Borrowing from Central Bank of Jordan** 1,256,656 30 28 Seml annual - 2.5%
Borrowing from Central Bank of Jordan*** 220,788 34 34 Seml annual - 3.%
Maortgage
deeds Loan
Real Estate Mortgage Refinance Company**** 1,271,239 236 60 Menthly Portfolio 6.809%
Mortgage
deeds Loan
Real Estate Mortgage Refinance Company 20,000,000 1 1 24 months Portfolio 3.8%
Mortgage
deeds Loan
Real Estate Mortgage Refinance Company 20,012,383 1 1 12 months Portfolio 5.65%
Total 47,769,560
* The funds borrowed from the Central Bank of JD 5,008,220 as of June 30, 2018

(JD5,008,494 as of December 31, 2017) represent advanced payment to
encourage industry.

= ek The funds borrowed from the Central Bank amounted 1D 1,161,000 as of June
30, 2018 that represent the loan agreement of the Arab Fund for Economic and
Social Development to finance the sector of micro, small and medium
enterprises (JD 1,256,656 as at December 31, 2017).

%%  The funds borrowed from the Central Bank amounted 220,625 dinars as of June
30, 2018 represent the loan agreement of the Arab Fund for Economic and
Social Development to finance the sector of micro, small and medium
enterprises (220,788 dinars as at December 31, 2017).

*¥%*  The amount of the money that re-lending reached JD1,171,904 at an average
interest rate of 7.709% as of June 30, 2018 (JD 1,271,239 and an interest rate
of 7.709% as of December 31, 2017).

- 24 -




14. Income tax
A. Income tax provision
The movements on the income tax provision is as follows:

June 30, December 31,
2018 2017
D JjD
Balance at the beginning of the period/ year 5,952,374 5,176,763
Income tax paid (5,290,513) (5,444,864)
Income tax liability for the period 2,382,081 6,220,475
Balance at the end of the period/ year 3,043,942 5,952,374

Income tax expense appearing in the income statement represents the following:

For the Six-Month Ended as of
June 30, 2018

2018 2017
D D
Current income tax liabilities for the period 2,382,081 2,754,436
Deferred tax assets for the period (301,861) (300,115)
Reversal of deferred tax assets 728,813 803,338
Reversal of deferred tax liabilities - (7,911)
2,809,033 3,249,748

B. Summary of the accounting profit adjustment with tax profit:

For the Six-Month Ended as of
June 30, 2018

2018 2017
D D

Accounting profit 8,271,360 9,552,459
Non-taxable profits (4,016,823) (2,854,189)
Non-deductible tax expense 1,371,498 1,289,719
Gain from retained earnings - 14,692

5,626,035 8,002,681

733.96 %34.,02

Actual income tax rate

The summary of implementing international financial reporting standard no. (9) on

deferred tax assets / Liabilities is as follows:
Deferred Tax

Deferred Tax

assets Liabilities
D D
Increase (decrease) in expected credit loss for the 4,597,400 -

assets
Reclassification of financial assets =

C. Deferred tax assets
The movement on deferred tax assets during the period is as follows:

For the Six-
Month Period
Ended June 30,

For the year

Ended

December 31,

2018 2017
1D JD
Balance at the beginning of the period/year 720,116 1,012,682
The effect of implementing international
financial reporting standard no. (9) 4,597,400 .
Adjusted balance 5,317,516 1,012,682
Provided during the period/year 330,772 593,153
Disposed during the period/year (774,348) (885,719)
Balance - End of the Period/Year 4,873,940 720,116

The statutory tax rate on banks in Jordan is 35% and the statutory tax rate on the

subsidiary is 24%.
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A final settlement with Income Tax Department has been reached for the bank for

the year 2014 and 2015 and the subsidiary until the end of the year 2014.

The tax declaration for the Bank for 2016 and 2017 was submitted and no final
decision has been made by income tax department until preparation of these

financial statements.

The income tax declaration for the subsidiary company was submitted for the year
2015 and was reviewed by the Income and Sales Tax Department. A decision was
issued to claim additional taxes of JD 44,370. However, the company objected to
the decision of the objection authority, and the objection authority issued the
decision and agreed on the additional taxes amount, accordingly, the company
appealed the decision of the objection authority at the Tax Court of First Instance

and the case is still pending.

15. Other liabilities
The details for this item is as follows:

June 30, December 31,
2018 2017
D JD
Interest held for payment 5,485,500 5,226,946
Revenue received in advanced 168,891 288,807
Accounts payable 6,916,702 5,711,369
Unpaid and accrued expenses 2,011,008 3,036,111
Losses derivative financial liabilities / Unrealized 14,499 145,209
Certified cheques withdrawn by the bank 898,734 864,158
Incentives for the board of directors 40,000 80,000
Transfers held for payment 628,184 477,189
Deferred income 116,302 9,755
Impairment provision for expected credit losses-indirect
credit facilities * 692,340 -
Other 1,703,488 1,504,106
Total 18,675,648 17,343,650
* The movement on the indirect facilities on collective basis as of the end of the
period was as follows:
Stage (1) Stage (2)
Individual Collective Individual Collective Stage (3) Total
D [} D D D iD
Balance at the beginning of
the period 261,862,063 16,281,944 278,144,007
New exposure during the period 81,913,073 14,433,204 96,346,277
Matured exposure (115,948,008) (5,098,860) (121,046,868)
Transferred to stage 1 11,488,816 (11,488,816)
Transferred to stage 2 (5,352,298) 5,352,298
Transferred to stage 3 - -
Adjustments that resulted from
reclassification between the
three stages 2,763,298 5,770,980 8,534,278
236,726,944 - 25,250,750 - - 261,977,694

Balance at the ending of the period
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The movement on the impairment loss for the indirect facilities on a collective

basis as of the end of the period was as follows:

Stage (1) Stage (2) Stage (3)
Individual Collective Individual Collective Total
Jp Jp Jb JD JD D
Balance at the beginning of the
period / year & s
The effect of implementing international
financlal reporting standard no. (9) (343,326) = (318,162) = (661,488)
Impairment loss on the new
exposure during the year (78,417) (259,905) - (338,322)
Recoveries from impairment
losses on matured exposure 166,261 22,477 = 188,738
Transferred to stage 1 (19,566) = 19,566
Transferred to stage 2 5,423 - (5,423) - =
Transferred to stage 3 - - - -
Adjustments that resulted from
reclassification between the
three stages 4,071 - 114,661 - = 118,732
Balance at the ending of the period (265,554) - (426,786) - - (692,340)
16. Retained earnings
This item consists of the following:
June 30, December
2018 31, 2017
JD D
Balance at the beginning of the period/year 17,939,516 17,163,992
Net effect of international financial reporting standard no. (9) (4,771,407) -
implementing
Adjusted balance at beginning of the period/ year 13,168,109 17,163,992
Profit for the period/ year ' - 12,964,911
Transferred from/to reserves 5,930,328 (2,289,387)
Cash dividends distributions (5,500,000) (9,900,000)
Balance at the End of the Period/ Year 13,598,437 17,939,516

The effect of implementing in a cumulative manner on the retained earnings item is as

follows:

Balance of retained earnings as of December 31, 2017

General banking risk reserve
The expected credit losses for the assets resulting from implementing

of IFRS9
The impact of implementing of international financial reporting standards

no. (9) (Impact of the reclassification of the financial assets)

The impact of implementing of international financial reporting standards
no. (9) on deferred tax assets/liabilities

The balance of retained earnings (opening balance) as of January 1, 2018

Retained earnings
Balance at the end of the period
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Impacts on the
Retained
Earnings

1D
17,939,516
5,930,328
(10,383,476)

1,014,669
4,597,400

19,098,437
(5,500,000)

13,598,437




17. Interest expense
This item consists of the following:

Banks and financial institutions deposits

Customers’ deposits:

Current accounts and demand deposits
Saving accounts

Time and notice deposits

Margin accounts

Loans and borrowings

Deposit guarantee fees

Interest paid on interest rate swap contracts

18. Interest income

This item consists of the following:

Direct credit facilities
Consumers (Retail)

Overdrafts

Loans and bills

Credit cards

Real — estate loans

Companies

Large

Overdrafts

Loans and bills

Small and medium enterprises
Overdrafts

Loans and bills

Government and public sectors
Balances at Central Bank of Jordan
Balances at banks and financial institutions

Financial assets through statement of other
comprehensive income

Financial assets at amortized cost

Interest income on margin financing for the
subsidiary's customers

Interest income on interest rate swap contracts
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For the Six-Month
Ended as of June 30,

2018 2017
D D
2,340,901 1,417,507
16,834 27,140
178,075 20,287
10,527,817 7,510,534
666,522 636,393
1,195,253 915,769
593,226 637,024
343,126 381,783
15,861,754 11,546,437

For the Six-Month
Ended as of June 30,

2018 2017

D D
50,729 57,573
11,201,268 10,485,970
447,131 491,781
3,059,408 2,973,404
2,774,085 2,202,184
5,041,470 3,975,890
215,956 198,755
551,238 500,505
24,704 56,570
273,356 154,761
637,321 539,912

1,964,779 :
4,321,059 5,946,913
1,275,343 1,277,446
305,139 275,904
32,142,986 29,137,568




19. (Loss) from financial assets at fair value through profit and loss

The details for this item are as follows:

Stock
Realized (Losses) dividends
profit unrealized profit income Total

JD D 1D D
June 30, 2018
Corporate Stocks - - - -
Bonds - - - -
June 30, 2017
Corporate Stocks 2,186 (141,116) 15,850 (123,080)
Bonds 29,763 - - 29,763

31,949 (141,116) 15,850  (93,317)

20. Basic and diluted earnings per share for the bank’s shareholders

The details for this item are as follows:
For the Six Month

Ended June 30,

2018 2017
D D
Profit for the period 5,462,327 6,302,711
Weighted average number of shares 110,000,00 110,000,000
Basic and diluted earnings per share (JD/ Fils) 0/050 0/057

The share of basic stock is equivalent to diluted stock of share from the profit of the
period.

21. cCash and cash equivalents
The details for this item are as follows:

For the Six Month Ended June 30,

2018 2017
D D
Cash and balances with Central Bank of
Jordan
maturing within three month 58,739,229 55,567,906
Add: Balances at banks and financial
institutions maturing within 3 month 75,246,024 79,132,249
Less: Banks and financial institutions’ deposits
maturing within 3 month (218,948,842) (215,763,656)
(84,963,589) (81,063,501)

22. Related Parties transactions
The accompanying consolidated condensed interim financial statements include
the Bank and the financial statement of following subsidiary:

Paid-up capital

June 30, December 31,
Company name Ownership 2018 2017
% D D
Arab Co- operation for Financial
Investments Company Ltd 100 15,600,000 15,600,000

All the balances and transactions between the Bank and the subsidiary company
were eliminated.
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The Group entered into transactions with parent and affiliated companies, directors,
senior management and their related concerns in the ordinary course of business at
commercial interest and commission rates. All the loans and advances granted to
related parties are performing loans and are free of any provision for impairment.

The details for this item are as follows:

Related party Total
Parent and
affiliated Senior Bank's Board of June 30, December 31,
companies _management _employees Directors 2018 2017
D D D D JD D

Consolidated Statements of Financial

Position Items:

Direct credit facilities - 2,361,250 8,047,324 796 10,409,370 10,900,042

Deposits at banks and financial institutions 52,088,008 - - - 52,088,008 57,682,186

Banks and financial institutions deposits 91,041,268 - - - 91,041,268 85,981,990

Customers’ deposits - 2,437,659 1,255,227 2,061,771 5,754,657 5,181,122

Off Consolidated Statement of Financial Position Items:

Letters of guarantee 23,942,674 - 500 2,000 23,945,174 17,852,555

Letters of credit 5,912,886 5 s - 5,912,886 10,691,749

Interest rate swap contracts 15,349,850 - - 15,349,850 17,866,800

Currency swap contracts 59,424,301 - - 59,424,301 14,224,000

For the Six-Month
Ended as of June 30,
2018 2017

Consolidated Condensed Interim
statements of Income Items: D D
Interest and commission income 844,923 29,629 93,460 - 968,012 757,535
Interest and commission expense (1,015,611) (31,558) (13,456) (30,838) (1,091,463) (871,634)

- Interest rates on credit facilities range between 3% - 10.769% while interest
rates on customers’ deposits range between 0.1% to 5.75%.

Compensation of the benefits of the senior management of the group is as

follows:

For the Six-Month Ended

as of June 30,

2018 2017
JD D
Salaries and bonuses 1,785,619 1,922,978

23. Segment analysis

A. Information on Group business segment:

For management purposes, the Bank was organized

into the following major

operating segments measured in accordance with the reports that are used by

the chief executive decision maker:

g Retail banking.
= Corporate banking.
Treasury.




The following are the information of the bank’s business segments:

Total income

(Provision) for Impairment loss on direct
credit facilities

Provision for Impairment of Assets

international financial reporting standard

no. (%)

Results of the Sector
Unallocated segmental expenses

Profit for the period before tax
Income tax
Profit for the Period

Capital expenditures

Depreciation and amortization

Other information
Segmental assets

Unallocated segmental assets

Total Assets

Segmental liabilities
Unallocated segmental liabilities
Total Liabllities

Total
For the six-month ended as of
June 30,
Retail Corporate Treasury Other 2018 2017
JD D D D D D
16,476,395 10,126,103 10,296,076 57,678 36,956,252 33,485,923
(809,424) 258,712 16,062 (534,650) (723,036)
60,049 60,049 -
9,645,129 5,973,707 4,943,382 57,678 20,619,896 21,216,450
(12,348,536) (11,663,991)
8,271,360 9,552,459
(2,809,033) (3,249,748)
5,462,327 6,302,711
(3,063,169) (1,366,481)
(728,129) (1,004,607)
June 30, December 31, .
2018 2017
1D D
320,039,880 300,900,397 524,290,793 & 1,145,231,070 1,112,540,545
" - - 20,506,305 20,506,305 15,522,512
320,039,880 300,900,397 524,290,793 20,506,305 1,165,737,375 1,128,063,057
582,541,607 192,974,222 227,642,814 - 1,003,158,643 957,581,206
- - - 7,071,770 7,071,770 10,240,047
582,541,607 192,974,222 227,642,814 7,071,770 1,010,230,413 967,821,253

B. Geographical distribution information

This disclosure represents the geographical distribution of the Bank business.
The Bank operations are mainly concentrated within the local business.

The following shows the distribution of the Bank’s operating income and capital
expenditure by geographical segmentation:

Inside Jordan Outside Jordan Total
June 30, June 30, June 30, June 30, June 30, June 30,
2018 2017 2018 2017 2018 2017
JD D D D 1D D
Total income 35,292,743 31,975,380 1,663,508 1,510,543 36,956,251 33,485,923
Capital expenditures 3,063,169 1,356,199 = 10,282 3,063,169 1,366,481
Inside Jordan Outside Jordan Total
June 30, December 31, June 30, December 31, June 30, December 31,

2018 2017 2018 2017 2018 2017

D D JD 1D 1D D
Total assets 1,069,497,762 1,022,220,620 96,239,613 105,842,437 1,165,737,375 1,128,063,057
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25. Statutory Reserve

The Bank did not make any transfers to legal reserves in accordance with Jordanian
Companies’ Law since these are interim financial statements.

26. Contingent Liabilities and Commitments
This item consists of the following:

June 30, December 31,
2018 2017
Letters of credit: D 1D
Export 25,272,136 28,086,536
Import 60,133,945 55,211,992
Acceptances 11,241,545 16,505,681
Letters of guarantee:
Payments 35,869,619 36,390,535
Performance 48,711,058 57,735,939
Other 36,269,181 32,087,920
Unutilized credit facilities 44,480,210 52,125,404
Total 261,977,694 278,144,007

27. Capital adequacy ratio

The capital adequacy ratio is calculated in accordance with the instructions of the Central
Bank of Jordan based on the decisions of Basel I11. The following is the capital adequacy

ratio compared to the previous period:

June 30, 2018

December 31,
2017

Rights of ordinary shareholders

Paid-up capital

Retained earnings after subtracting expected dividends
Accumulated changes in fair value

Share premium
Statutory reserve

Voluntary reserve

Total ordinary share capital

Regulatory Adjustments (Capital Offerings)
Goodwill and intangible assets

Mutual investments in the capital of banks, financial companies
and insurance companies within CET1

Deferred tax assets due to investments within the first limit
(%10)

Net ordinary shareholders' equity

Additional capital

Net core capital (The first slot from capital tier 1)

The second slot from capital tier 2

General banking risk reserve / international financial reporting
standards no. (9) stage 1 provision
Net supporting capital

Regulatory capital
Total assets weighted-risk

Capital adequacy ratio (%)

Ratio of core capital (%)
o 33 -

Thousands JD

Thousands 1D

110,000 110,000
14,559 12,438
(10) (85)

67 67
26,192 26,193
197 197
151,005 148,810
(399) (488)
_ (4874) (720)
145,732 147,602
145,732 147,602
3,017 5,930
3,017 5,930
148,749 153,532
829,478 813,019
%17.93 718.88
%17.57 718.15



28. Lawsuits raised against the bank
The lawsuits raised against the Bank amounted to JD 1,581,665 as of June 30, 2018

(JD 1,489,705 as of December 31, 2017). In the opinion of the management and legal
advisor, no material liability will arise as a result of these lawsuits in excess of the
amounts already provided which amounted to JD 638,413 as of June 30, 2018 (ID
638,413 as of December 31, 2017).

29. Risk Management
1. Definition of the Bank's implementation of default and the mechanism of

dealing with default

The bank follows and applies the Central Bank of Jordan instructions No. (2009/47)
dated on December 10, 2009 for non performing accounts for the credit portfolio for
both Arab banking corporation and Arab Cooperation for Financial Investments where it
classifies the non performing debts and interest in suspense automatically in the bank
system, according to the classifications that are included in the instructions (Sub-
standard, Doubtful debts, Bad debts).

1) Bank application to default:
The Central Bank of Jordan instructions related to the classification of impaired

debts, suspended interest and provisions are applied, in addition to the internal
bank’s policies, the more conservative results are taken.

2) The mechanism of default treatment:
o  Scheduling of indebtedness according to the scheduling principles stated in the
instructions of the Central Bank of Jordan
o  Final repayment with deduction of part of the debt
o Legal procedures taken to collect the bank's rights
o The non performing accounts are manually moved into performing accounts

Taking into consideration the instructions of the Central Bank of Jordan and the internal
policy adopted by the Bank, where the more conservative and strict procedures are
adopted. The classification of risk ratings for non-performing accounts is adopted as

follows:

Internal classification for the

non performing facilities Name
Sub-standard 9
Doubtful debt 10
Bad debts 11
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Detailed explanation of the Bank's internal credit classification system and its
working mechanism

The Bank evaluates corporate customers based on an internal evaluation system
through Moody’s Company, the evaluations adopted on the financial elements and non-
financial elements where the financial statements relating to the results of corporate
clients are entered into the internal rating system when granting or reviewing or
modifying the ceilings of the facilities granted to the client within the ratios and financial
indicators specific to the system, moreover, there are standards and non-financial
requirements entered into the system to extract the customer degree of risk
classification based on the risk classification degree that is listed below, this degree is
entered through the bank system, indicating that the classification degree 7,8 also
include watch list facilities accounts, on the other hand the classification rating of
(9,10,11) relates to the non performing facilities accounts based on central bank of
Jordan instructions No. (47/2009), note that the classification related to the watch list
and non performing accounts are done automatically on the system.

Internal risk grade Description
1 Exceptional
2 Excellent

3 Superior

4 Good

5 Satisfactory
6
7
8
N

Adequate
Marginal/Watch list
Special mention
PLs (9,10,11) Sub-Standard, Doubtful and Loss

Certified mechanism for calculating the expected credit losses (ECL) based on

financial instruments and for each individual item.

»  The expected credit losses based on financial instruments that are classified under
amortized cost portfolio or through other comprehensive income statement
calculated based on individual basis, whether the financial assets are equity
instrument or debt instrument according to the treasury department form that is
certified from the board of directors of the bank, where these tools are subject to
impairment calculation (Expected credit losses according to the IFRS (9)
requirements where this loss is recorded in the statement of income.

»  The debt instruments issued by the Government of Jordan or guaranteed by, are
excluded from the expected credit loss.

Regulatory application requirement for International financial reporting

standard (9) including the responsibilities of the Board of Directors and

Executive Management to ensure the compliance with standard requirements,

»  The Board of Directors of the Bank shall adopt the policies and documents relating
to the standards, methodologies and the bases for calculating the requirements of
the standard (9) according with the central bank of Jordan instructions, where they
periodically review the result of the expected credit losses calculation and to see
the development, updates, bases related to these results.

»  The board of directors approves any exceptional case in which an allowance or
expected credit losses is made and adjustments that have a result from expected
credit losses calculation required by justification, clear and reliable.
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» The directory Committee of the Bank is chaired by the CEO and the membership of
each of the heads of the executive departments concerned in the application and
composed of the heads of the business units, backing and supporting group, risk
management, financial control, information system management, to supervise on the
draft application standard (9), where the committee has responsibility for applying
the standard and to ensure that the concerned departments shall implement this plan
in accordance with their competence to comply with the roles assigned and
implement the procedures related to implementation steps and stages of applying
this standard in the bank, and present the completion result once its ready,
coordinating with the various credit committees in the bank to obtain the necessary
approvals for the cases that require an adjustment to the results of calculating the

expected losses.

* The Credit Committee presents and reviews the list of accounts that need to be
monitored closely and subject to under control in order to verify that the size of the
provisions calculated are in accordance with the required standard commensurate
with the credit risk related to these account.

» The standard requirement project has been implemented through Arab Banking
Corporation/parent company in Bahrain, It was agreed to apply this standard at the
Group level through Moody's company and the external auditor of the group
management to work together to implement the requirements of the Standard (9).

5. The definition of the mechanism of calculating and controlling the probability of
default (PD), and credit exposure at default (EAD), and the rate of loss given

default (LGD).

* According to standard (9) the expected credit loss measurement model has been
applied using the following framework:

Expected credit loss= size of exposure at default * the probability of customer default
* Loss rate at default.

» Credit exposure is calculated when there is default using Basel III requirements
(standard method): loans and credit facilities (direct and indirect), debt instruments
recorded at amortized cost, debt instruments recorded at fair value through statement
of comprehensive income, financial guarantees, As well as credit facilities granted
within the Bank's subsidiary (Arab Cooperation for Investments), the unutilized direct
ceilings, that consider the conversion coefficient for indirect requirements, approved
%100 for the credit exposure calculation purpose in default.
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» The Probability of default ratios were calculated according to the results of the
evaluation of the risk degree of the credit portfolio of the customers during the past
years and the required review for forms related to the risk assessment of the customer
for all corporates and banks through Moody's company’s system according to the
following table:

Moody's Rating Notch ABC_Rating
Aaa 1 01
Aal 2 02+
Aa2 3 02
Aa3 4 02-
Al 5 03+
A2 6 03
A3 7 03-
Baal 8 04+
Baa2 9 04
Baa3 10 04-
Bal i i | 05+
Ba2 12 05
Ba3 13 05-

B1 14 06+
B2 . 15 06
B3 16 06-
Caal 17 07+
Caa2 18 07
Caa3 19 07-
Ca 20 08
Cc 21 09
Aaa 1 10
Aal 2 11

The loss ratio is calculated using the systems approved by the external supplier for
Moody's company, assuming that the default happens after calculating the recoverable
amount of the credit exposure and the timing of the recovery. It is also taken into
consideration the collaterals provided against the credit exposure and the application
of the deduction ratios determined in accordance with the internal standards adopted
by the Bank.

The methodology for calculating the expected credit loss in the first and second stages
was adopted on a Collective Basis level for the retail portfolio (personal loans, housing
loans, credit cards and auto financing loans). The Roll Rate Approach was adopted.
The loss calculation is adopted on a collective level for the credit portfolio managed by
Arab cooperation for Financial Investments for financing product in margin and cash,
where such portfolios or products carry similar credit risk and share several elements
such as (type of product, quality of collateral provided, nature of financing, duration
of financing, sector ...)

The stress tests required in accordance with the standard, which is part of the expected
credit loss calculation process, were adopted on three scenarios to study the future
forecasts and their effect on the variables of the expected credit loss measurement
model and it presents in the normal scenario, a worse scenario and a better scenario,
since we adopted the weighted probability value for these scenarios.

As for the calculation of the credit loss under Stage 3, we continue to follow the Central

Bank of Jordan (47/2009) terms of classification of non-performing debts, suspension
of interest, calculation of provisions and acceptable deduction rates for guarantees.

=P«




Determinants of the significant change in the credit risk on which the Bank
relied on calculating expected credit losses
To calculate the size of the credit loss for the facilities of corporate customers of
all types to be classified as part of the second stage, the investment portfolio,
indirect liabilities on individual basis. The determinants of the significant change
in credit risk (high credit risk level) were adopted as follows:

u A decrease or deterioration in the actual internal credit rating of the borrower
according to the internal rating system apﬁlied by the bank related in comparison
to the internal rating of the borrower at the time of granting the loan.

" Accounts with no risk rating degree on the system at the facility granting date
are classified in the second stage.

u The unpaid accruals on one of the client accounts or the borrower that exceeds
30 days.

u Accounts that are classified as watch list (internal rating 7 and 8).

u Accounts that need to be actively monitored by the bank within the account.

= Accounts that have restructured obligations of debtor (structuring obligations).

@ As for the credit portfolio for retail facilities of all types, the loan matured for the
customers that have dues for more than 30 days and less than 89 days are

classified in the second stage.

The Bank's policy in identifying the common elements (s) on which the credit

risk and expected loss are based on a collective basis

n The methodology for calculating the expected credit loss in the first and second
stages was adopted at the Collective Base level for the retail portfolio (personal
loans, housing loans, credit cards and auto financing loans). The Roll Rate
Approach was adopted. The loss calculation is adopted on a collective level for
the credit portfolio managed by Arab cooperation for Financial Investments for
financing product in margin and cash, where such portfolios or products carry
similar credit risk and share several elements such as (type of product, quality
of collateral provided, nature of financing, duration of financing, sector ...).

n The roll-rate approach was used to calculate the probability of default for retail
products for each product based on the reports extracted from the bank during
the past years and monthly to determine the distribution of receivables. The loss
ratio was calculated b?/ reference to the size of the realized recoveries of the
distressed portfolio including demand detection for retail customers since 2014.

" The expected credit loss of the credit portfolio granted by the subsidiary “Arab
Cooperation for Financial Investments” was calculated as the financing of the
shares in the margin and cash financing product for the first and second stages.
As for the risk degree of the clients of the working portfolio that are classified as
stage one is considered to be equal to the level of the country's risk (Jordan). As
for the degree of risk of the customer classified in the second stage, the country's
risk ratin? is reduced by one degree and the maturity date of the margintproduct
is one full year, as for the cash financing product, the maturity of these facilities
is 3 months, as for the loss ratio at default, 5% of the facilities classified in stage

1 and 25% for the customers classified in stage 2.

Primary economic indicators that were used by the Bank in calculating
expected credit loss probability of default (PD)

The parent institution in Bahrain used an external supplier to conduct the calculation
of expected credit loss by adopting three scenarios to study the future forecasts and
their impact on the variables of the credit loss measurement model. The economic
factors used in the calculation were the economic growth ratios in Jordan and the stock

price index.
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