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Jordan Ahli Bank

To:)ordan Securities Commission
Amman Stock Exchange

Date: 29/10/2018

Subject: Quarterly Financial Statements for the

period ended 30/9/2018

Attached the Quarterly Financial Statements for the

period ended 30/9/2018

Kindly accept our highly appreciarion and respect
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JORDAN AHLI BANK

PuBLIC SHAREHOLDING COMPANY

INTERIM CONSOLIDATED CONDENSED

FINANCIAL STATEMENTS (REVIEWED NOT AUDITED)

30 SEPTEMBER 2018




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

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

REPORT ON REVIEW OF INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS TO
THE BOARD OF DIRECTORS OF

THE JORDAN AHLI BANK
AMMAN - JORDAN

We have reviewed the accompanying interim consolidated condensed financial statements
of JORDAN AHLI BANK (a public shareholding company) and its subsidiaries and foreign
branches (the Group) as at 30 September 2018, comprising the interim consolidated
statement of financial position as at 30 September 2018 and the related interim consolidated
statements of income, comprehensive income, changes in equity, and cash flows for the
nine months period then ended and explanatory notes. The Board of Directors is
responsible for the preparation and presentation of these interim consolidated condensed
financial statements in accordance with IAS 34 (Interim Financial Reporting). Our
responsibility is to express a conclusion on these interim consolidated condensed financial
statements based on our review.

Scope of review

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

Amman - Jordan v
25 October 2018 M‘ﬂ’



JORDAN AHLI BANK

INTERIM CONSOLIDATED CONDENSED STATEMENT OF FINANCIAL POSITION

As AT 30 SEPTEMBER 2018

ASSETS

Cash and balances with 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 at amortized cost, net

Investment in associates

Property, 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

Margin accounts

Loans and borrowings

Subordinated bonds

Sundry provisions

Income tax provision

Deferred tax liabilities

Other liabilities

Total Liabilities

SHAREHOLDERS’ EQUITY
Subscribed and paid in capital
Statutory reserve

Voluntary reserve

Cyclical fluctuations reserve
Special reserve

General banking risk reserve
Fair value reserve - net
Retained earnings

Profit for the period

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

30 September

31 December

Notes 2018 2017

JD JD

(Unaudited) (Audited)

5 224,101,181 288,714,620
6 243,705,175 177,424,795
7 . 5,037,813
8 - 954,381
9 1,459,112,489 1,483,922,385
10 28,268,247 29,401,562
11 615,702,783 542,617,540
3,531,147 3,528,666
76,642,610 56,363,728
17,551,691 19,787,541
12 124,137,270 113,539,543
9,375,994 7,659,003

2,802,128,587

2,728,951,577

88,290,009
1,949,715,108
247,118,886

13 147,206,602
25,000,000

3,859,704

14 5,700,291

15 37,746,604

78,304,698
1,918,660,372
251,959,516
106,776,265
25,000,000
3,885,125
4,418,203
491,607
33,269,530

2,504,637,204

2,422,765,316

24 192,937,500 183,750,000

25 54,023,096 54,023,096

15,548,583 24,736,083

2,612,649 2,612,649

213,054 213,054

- 15,353,859

16 (2,301,076) 912,985

7 17,926,050 24,584 535
16,531,527 -

297,491,383 306,186,261

2,802,128,587

2,728,951,577

The accompanying notes from 1 to 27 form part of these interim consolidated condensed financial
statements and should be read with them



JORDAN AHLI BANK
INTERIM CONSOLIDATED CONDENSED INCOME STATEMENT
FOR THE THREE AND NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2018 (UNAUDITED)

For the three months ended For the Nine months ended 30

30 September September
Notes 2018 2017 2018 2017
JD JD JD JD

Interest income 38,388,368 37,371,360 113,948,140 108,618,357
Interest expense 18,027,475 15,920,148 51,709,087 45,733,485
Net interest income 20,360,893 21,451,212 62,239,053 62,884,872
Net commission income 5,765,768 6,019,990 15,461,135 16,433,334
Net interest and commission income 26,126,661 27,471,202 77,700,188 79,318,206
Gain from foreign currencies 650,366 863,298 2,107,661 2,492,382
Gain from financial assets at fair value through

profit or loss 18 - 22,400 - 31,954
Dividends from financial assets at fair value

through other comprehensive income 666 443 908,047 953,223
Other income 1,499,140 2,464 452 4,102,086 6,186,221
Gross income 28,276,833 30,821,795 84,817,982 88,981,986
Employees' expenses 10,183,251 9,831,322 30,392,612 30,210,672
Depreciation and amortization 2,949 804 3,164,423 9,109,089 8,895,626
Other expenses 5,858,585 6,566,493 17,228,022 19,900,344
Provision for expected credit losses, net 19 433,520 4,842171 397,030 7,849,259
Impairment on assets seized by the Bank 9,870 1,395,453 480,015 4,025,652
Total expenses 19,435,030 25,799,862 57,606,768 70,881,553
Operating profit 8,841,803 5,021,933 27,211,214 18,100,433
Bank's share of associate Companies profits
(losses) - - 2.481 (2,482)
Profit for the period before tax 8,841,803 5,021,933 27,213,695 18,097,951
Income tax expense 14 (5,258,059) (1,556,422) (10,682,168) (5,196,710)
Profit for the period 3,583,744 3,465,511 16,531,527 12,901,241
Profit for the period Attributable to:
Bank's shareholders 3,683,744 3,465,511 16,531,527 12,901,241

3,583,744 3,465,511 16,531,527 12,901,241
JD / Fils JD / Fils

Basic and diluted earnings per share
attributable to bank’s shareholders 20 0/086 0/067

The accompanying notes from 1 to 27 form part of these interim consolidated condensed financial
statements and should be read with them




JORDAN AHLI BANK
INTERIM CONSOLIDATED CONDENSED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE AND NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2018 (UNAUDITED)

For the three months ended For the Nine months ended
30 September 30 September
2018 2017 2018 2017
JD JD JD JD

Profit for the period 3,583,744 3,465,511 16.531.527 12,901,241
Other comprehensive income items not to
be reclassified to profit or loss in
subsequent periods
Net change in fair value reserve —after tax (2,012,081) (466,432) (2,857,094) (1,499,410)
Total comprehensive income for the period 1,571,663 2.999.079 13.674 433 11.401 831

The accompanying notes from 1 to 27 form part of these interim consolidated condensed financial
statements and should be read with them
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JORDAN AHLI BANK

INTERIM CONSOLIDATED CONDENSED STATEMENT OF CASH FLOWS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2018 (UNAUDITED)

OPERATING ACTIVITIES
Profit for the period before tax

Adjustments -

Depreciation and amortisation

Provision on expected credit loss, net

Impairment on assets seized by the Bank

lawsuits provision and other provisions

Unrealized gain from financial assets at fair value through profit or loss
Gain from sale of property and equipment

Dividends income on financial assets at fair value through OCI
Bank's share of associate Company's (gains) losses

Net interest income

Effect of exchange rate changes on cash and cash equivalents

Operating profit before changes in assets and liabilities

Changes in assets and liabilities -

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

Cash and balances at banks due after 3 months

Decrease (Increase) in balances with restricted withdrawal

Increase (decrease) in financial assets at fair value through profit or
loss

Direct credit facilities

Other assets

Customers' deposits

Margin accounts

Other liabilities

Sundry provisions

Net cash flows from (used in) operating activities before income
tax

Income tax paid
Net cash flows from (used in) operating activities

INVESTING ACTIVITIES

Decrease in investments in associates

Increase in financial assets at fair value through other comprehensive
income

(Increase) decrease in financial assets at amortized cost

Dividends income on financial assets at fair value through QCI
Purchases of property and equipment, projects under construction,
and intangible assets

Proceeds from sale of properties and equipment

Net cash flows (used in) from investing activities

FINANCING ACTIVITIES

Increase in loans and borrowings
Dividends paid to shareholders

Net cash flows from financing activities

Effect of exchange rate changes on cash and cash equivalents

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of the period

Cash and cash equivalents, end of the period

For the Nine months period ended

30 September
Notes 2018 2017

JD JD
27,213,695 18,097,951
9,109,089 8,895,626
19 397,030 7,849,259
480,015 4,025,652
630,728 670,270
b 3,160
(310,456) (550,737)
(908,047) (953,223)
(2,481) 2,482
(1,120,302) (2,935,188)
(432,344) (688,433)
35,056,927 34,416,819
- 8,224,400
5,037,813 9,933,630
270,305 (113,135)
954,381 (1,562)
9,773,672 (52,227,423)
340,716 (3,695,409)
31,054,736 (62,024,562)
(4,840,630) (3,594,228)
(7.519,397) (13,510,497)
(656,149) (415,397)
34,415,447 (117,424,183)
14 (7,701,722) (4,659,800)
61,770,652 (87.667,164)
- 1,450,561
(2,242,149) (2,013,244)
(73,318,208) 125,873,521
908,047 953,223
(27,598,783) (16,718,620)
757,195 2,690,586
(101,493,898) 112,236,027
40,430,337 18,465,430
(9,187,500) (8.750,000)
31,242,837 9,715,430
432,344 688,433
(8,048,065) 34,972,726
387,564,412 321,995,249
21 379,516,347 356,967,975

The accompanying notes from 1 to 27 form part of these interim consolidated condensed financial
statements and should be read with them



JORDAN AHLI BANK
NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

1 GENERAL

Jordan Ahli Bank was established in the year 1955 as a public shareholding Company under registration
No. (6) on 1 July 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 with the Bank effective from December 1996. Moreover, Philadelphia Investment Bank
was merged with Jordan Ahli Bank Company PSC effective from 1 July 2005.

The general assembly decided in its meeting held on 30 April 2018 to increase paid-in capital by 5% to
become share / JD 192,937,500 after the increase. The increase was through distribution of 5% of
voluntary reserve as free stock dividends. The increase was approved by the companies control
department on 16 May 2018 and the Board of Commission of Jordan Securities Commission on 29 May
2018.

The Bank provides all banking and financial services related to its business thought its main office,
branches in Jordan (56 branches), external branches in Palestine and Cyprus (9 branches) and
subsidiaries companies in Jordan.

The Bank's shares are listed in Amman Stock Exchange — Jordan.

The interim consolidated condensed financial statements as of 30 June 2018 are subject to the
review and approval of the Central Bank of Jordan. The approval has not been obtained up to the
date of these statements.

The interim consolidated condensed financial statements has been approved by the Bank’s board of
directors on 25 October 2018.

The fiscal year of the Bank ends on December 31 of each year. However, the accompanying interim
consolidated condensed financial statements have been prepared for the use of Management, and
Jordan securities commission only.

(2-1) BASIS OF PREPARATION OF THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

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

The interim consolidated condensed financial statements are prepared on a historical cost basis, except
for financial assets and liabilities at fair value as of the date of the interim consolidated condensed
financial statements.

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

The interim consolidated condensed financial statements do not contain all information and disclosures
required for full-consolidated financial statements prepared in accordance with International Financial
Reporting Standards, and should be read in conjunction with the Group annual report as at 31 December
2017. In addition, results for the nine months period ended 30 September 2018 do not necessarily indicate
the expected results for the financial year ending 31 December 2018. No appropriation of the profit has
been made for the nine months ended 30 September 2018 which is made at the end of the financial year.

==



JORDAN AHLI BANK
NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

(2-2) CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted in the preparation of the interim consolidated condensed financial
statements are consistent with those followed in the preparation of the Bank’'s annual consolidated
financial statements for the year ended 31 December 2017, except for the followings adoption of new
standards effective as at 1 January 2018:

IFRS 9 Financial Instruments

The Bank has adopted IFRS 9 (2014) Financial Instruments on the required effective date 1st January
2018, the date on which the Bank has assessed the requirements of a new expected loss impairment
model, hedge accounting, and the revised guidance on the classification and measurement
requirements of financial instruments. The Bank had previously implemented the first phase of IFRS 9
as issued during 2009. The date of initial implementation of the first phase of IFRS 9 was 1 January
2011,

The standard has been applied retrospectively and, in line with IFRS 9, comparative amounts have not
been restated. The impact of the adoption of IFRS 9 as at 1st January 2018 has been recognised in
retained earnings. The standard eliminates the use of the existing IAS 39 incurred loss impairment
model approach, uses the revised hedge accounting framework, and the revised guidance on the
classification and measurement requirements.

IFRS 9 (2014) provides revised guidance on how an entity should classify and measure its financial
assets and financial liabilities. IFRS 9 requires all financial assets to be classified in their entirety on the
basis of the entity's business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets. The Bank reviewed and assessed the classification and
measurement of financial assets and financial liabilities on the adoption of IFRS 9 (2009) and has further
reviewed and assessed the existing financial assets and financial liabilities at the date of the required
application on 1 January 2018.

There have been no significant changes in the classification and measurement of financial assets or
financial liabilities on the adoption of IFRS 9 (2014).

IFRS 9 (2014) replaces the incurred loss model in IAS 39 Financial Instruments: Recognition and
Measurement with an expected credit loss model. The new impairment model also applies to certain
loan commitments, financial guarantee contracts, and placements, but not to equity investments. If a
financial asset had low credit risk at the date of initial application of IFRS 9, then the credit risk of the
asset has been deemed to have not increased significantly since its initial recognition. Under IFRS 9,
credit losses are recognised earlier than under IAS 39.



JORDAN AHLI BANK

NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

The impact of this change in accounting policy as at 1 January 2018 resulted of increase in the retained

earnings by JD 2.5 million as follows:

IFRS 9 impact on opening balances

Balance as at 1

Balance as at January 2018 Effect resulting
Statement of financial position 31 December Reclassified Expected after IFRS 9 from
items impacted 2017 Amount credit losses implementation  reclassification
JD JD JD JD JD

General banking risk reserve 15,353,859 (15,353,859) - - (15,353,859)
Retained earnings 24 584 535 19,099,414 (16,597,162) 27,086,787 2,502,252
Fair value reserve 912,985 (330,204) - 582,781 (330,204)
Balances and deposits at central

banks 288,714,620 - 9,348 288,705,272 -
Balances and deposits at banks

and financial institutions 182,462,608 - 17,340 182,445,268 -
Financial assets at fair value

through profit or loss 954,381 954,381 - - 954 381
Transferred to FVOCI 954,381 (954,381) - - (954,381)
Debt instruments - - - - -
Equity instruments 954,381 954,381 - 954,381 (954,381)
Transferred to AC portfolio - - - - -
Financial assets at fair value

through comprehensive

income 29,401,562 954,381 - 30,355,943 954,381
Transferred to FVPL - - -
Direct credit facilities — net 1,483,922,385 - 14,639,194 1,469,283,191 -
Transferred to FVPL - - - -
Financial assets at amortized

cost 542,617,540 - 232,965 542 384,575
Transferred to FVPL = = < = -
Transferred to OCI - - - -
LGs & LCs 357,632,771 - 1,086,132 356,546,639 -
Unutilized facilitates ceilings 197,186,266 612,183 196,574,083 -

Implementation of International Financial Reporting Standard No (9) on deferred tax Assets/

Liabilities:

Item

Increase in expected credit losses (ECL)

Reclassification of financial assets

Deferred tax assets

Deferred tax liabilities

JD

3,415,351

JD



JORDAN AHLI BANK
NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
AS AT 30 SEPTEMBER 2018 (UNAUDITED)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and it
applies to all revenue arising from contracts with customers, unless those contracts are in the scope of
other standards. The new standard establishes a five-step model to account for revenue arising from
contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitied in exchange for transferring goods or services to
a customer.

The standard requires entities to exercise judgement, taking into consideration all of the relevant facts
and circumstances when applying each step of the model to contracts with their customers. The
standard also specifies the accounting for the incremental costs of obtaining a contract and the costs
directly related to fulfilling a contract.

The Bank assessed that the impact of IFRS 15 is not material on the interim financial statements of the
Bank.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Considerations

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the
related asset, expense or income (or part of it) on the derecognition of a non-monetary asset or non-
monetary liability relating to advance consideration, the date of the transaction is the date on which an
entity initially recognises the non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, then the entity must determine a
date of the transactions for each payment or receipt of advance consideration.

This Interpretation does not have any impact on the Bank’s consolidated financial statements.

Amendments to IAS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under construction
or development into, or out of investment property. The amendments state that a change in use occurs
when the property meets, or ceases to meet, the definition of investment property and there is evidence
of the change in use. A mere change in management's intentions for the use of a property does not
provide evidence of a change in use.

These amendments do not have any impact on the Bank's interim consolidated condensed financial
statements.



JORDAN AHLI BANK
NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

Amendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions
The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the
effects of vesting conditions on the measurement of a cash-settled share-based payment transaction;
the classification of a share-based payment transaction with net settlement features for withholding tax
obligations; and accounting where a modification to the terms and conditions of a share-based payment
transaction changes its classification from cash settled to equity settled. On adoption, entities are
required to apply the amendments without restating prior periods, but retrospective application is
permitted if elected for all three amendments and other criteria are met. If applicable - The Bank's
accounting policy for cash-settled share based payments is consistent with the approach clarified in the
amendments. In addition, the Bank has no share-based payment transaction with net settlement
features for withholding tax obligations and had not made any modifications to the terms and conditions
of its share-based payment transaction.

These amendments do not have any impact on the Bank's interim consolidated condensed financial
statements.

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and Its
Associate or Joint Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control
of a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that
the gain or loss resulting from the sale or contribution of assets that constitute a business, as defined
in IFRS 3, between an investor and its associate or joint venture, is recognized in full. Any gain or loss
resulting from the sale or contribution of assets that do not constitute a business, however, is recognized
only to the extent of unrelated investors' interests in the associate or joint venture.

There is no impact on the Group interim consolidated condensed financial statements resulted from
implementing those amendments.



JORDAN AHLI BANK
NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

(3) BASIS OF CONSOLIDATION OF THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

The interim consolidated condensed financial statements comprise the financial statements of the Bank
and its subsidiaries were the Bank holds control over the subsidiaries. The Control exists when the
Bank controls the subsidiaries significant and relevant activities and is exposed, or has rights, to variable
returns from its involvement with the subsidiaries and has the ability to affect those returns through its
power over the subsidiaries. All balances, transactions income, and expenses between the Bank and
subsidiaries are eliminated.

The Bank’s subsidiaries as at 30 September 2018 are as follows:

Paid-in Company's
Name Capital Ownership operation Date Country
JD %
Ahli Financial Brokerage Company 5,000,000 100 Brokerage 2006 Jordan
Ahli Financial Leasing Company 17,500,000 100 Financing and loans 2009 Jordan
Ahli Micro Finance Company 6,000,000 100 Financing and loans 1999 Jordan
Ahli Financial Technology 100,000 100 Financial Technology 2017 Jordan

- 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 results of the disposed subsidiaries are incorporated
into the consolidated statement of income up to the effective date of disposal, which is the date on
which the Bank loses control over the subsidiaries.

- Thefinancial 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.

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



JORDAN AHLI BANK
NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

(4) USE OF ESTIMATES

o Provisions for impairment on direct credit facilities

In determining impairment of financial assets, judgement is required in the estimation of the amount
and timing of future cash flows as well as an assessment of whether the credit risk on the financial asset
has increased significantly since initial recognition and incorporation of forward-looking information in
the measurement of ECL.

The Bank computes the provision for impairment of financial assets according to the International
Financial Reporting Standards (IFRSs) and compares the outcome to the instructions of the Central
Bank of Jordan. Moreover, the strictest outcome that conforms to the (IFRSs) is used.

The Methodology of implementing international financial Reporting Standard No (9): Inputs, and
methods used in calculating expected credit loss:

The implementation of default and its recording methods:

In order to classify accounts as non-performing loans (NPL), the Central Bank of Jordan (CBJ) or the
regulatory authorities in the host countries of the bank’s branches or its subsidiaries, whichever is more
stringent, are strictly complied with. The non-performing facilities are defined as credit facilities that
includes one or more of the following:

- The maturity of one instalment or irregular payment of principal and/or interest of account for 90
days or more.

- The overdraft exceeding the limit granted by (10%) or more for a period of (90) days or more

- Credit facilities that have expired on the expiry date of (90) days or more and have not been
renewed.

- Credit facilities granted to any client declared bankrupt or to any company declared under
liquidation.

- Credit facilities structured three times in a year.
- Current accounts that had been overdrawn for 90 days or more.

- Paid Guarantees on behalf of customers not credited to their accounts and their payments matured
for (90) days or more.
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AS AT 30 SEPTEMBER 2018 (UNAUDITED)

Bad Debt Management

1. Debt Treatment:

This should be done through rescheduling or documented settiements. It also has to be done after the
Bank's approval as well as the client and the guarantors’ agreement. This type of treatment should
ensure that the Bank redeems the maximum number of its rights depending on the status of the account,
its guarantees, sources of payment as well as the proceedings of an acceptable period, the
strengthening of guarantees and sources of payment if possible and the settiements are approved in
accordance with internal levels of authority.

2. Grace Period

The Bank may be forced to a grace period for certain clients after which the client is settled by payment
or re-scheduling. However, this method is not considered an effective treatment as it keeps the client
within the scope of non-performing loans. Therefore, the Bank should not give the client grace period
after any payment default, only in exceptional circumstances which the concerned department may
determine. In this case, the grace period shall be for a short and specific period in accordance with
internal levels of authority.

3. Legal Action, including enforcement of guarantees
The Bank resorts to it when it has exhausted all the peaceable ways of collection and forms a conviction
that the collection of debt in this manner became the only way to ensure the Bank to restore its rights.

Risk Rating System

Moody's Risk Analyst (MRA) platform is a robust, enterprise-wide credit risk management system that
collects, analyses and stores financial and non-financial information providing a comprehensive solution
for managing and analysing counter-party credit risk. It is a Browser-based internal rating system that
supports centralized management of credit risk assessment objectives. The ultimate objective of the
rating exercise is to categorize customers based on their risk profile. The MRA standard model has
been customized to the needs of the Bank.

First: System methodology

The rating methodology analyses key financial and/or non-financial, qualitative/subjective parameters
by combining the results of several components to assess and provide a risk rating grade for each
customer, based on a score in the range of 0 to 100, mapped to an equivalent rating.

Risk rating system consists of three basic models that are used by business division to analyse and
categorize customers by relying on financial and non-financial data of their customers. The system
allows the possibility of choosing one of three available models. The model is based on the availability,
accuracy and clarity of the financial statements submitted. In addition to a set of questions specific to
the customer's activity, the three models as per the following:

e Fundamental Analysis - Financials Only

This model is used in the case of clear, sufficient and detailed financial statements (audited/revised
but unaudited) that can be relied on to reflect the accurate financial position of the customer.
Quantitative information has the largest impact throughout the classification process.
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¢ SME Rating Model - Financial Statements Provided

This model is used in the case of the availability of financial data that is not detailed. It has less
importance in the classification process while more importance is given to the qualitative aspects of the
classification.

¢ SME Rating Model- No Financial Statements Provided

This model is used in the absence of financial data; therefore, classification will depend entirely on
qualitative data.

Second: Scope of Application

Rating Model is used for Corporates & SMEs portfolios in Jordan, Palestine and Cyprus.

Third: Definition/ key features for ORR

Definitions/ Key

Risk Grade Features Description (Definition)

: Exceptional business credit, judged to be of the highest quality, with minimal credit risk.
Superior asset quality and financial capacity; excellent and proven management,
1 Excellent market leader.

Very good business credit with very good asset quality, consistently strong liquidity and
2 Strong debt capacity; highly regarded in the industry with strong market share.

Good business credit considered upper-medium grade, subject to low credit risk; good
asset quality, strong liquidity and debt capacity. Company is above average size and
3 Good holds a good position in the industry.

Acceptable business credit subject to moderate credit risk, considered medium grade
and as such may possess certain higher than average risk characteristics. Company
4 Satisfactory has demonstrated adequate to good performance.

Average to below average business credit subject to moderate credit risk, considered
medium grade and as such may possess certain higher risk characteristics. Company
5 1 Adequate has demonstrated adequate performance.

Below average business credit and subject to high credit risk. Company is likely a lower
tier competitor in its industry. Acceptable but requiring close monitoring and support of
6 Marginal strong risk mitigates.

Weak business credit: Judged to be of poor standing and subject to very high credit
risk. Constitutes undue and unwarranted credit risk. Currently in performing status and
7 Vulnerable not to the point of justifying a substandard classification (Watch list).

In Default (Substandard): Unacceptable business credit with normal payment in
8 Sub-standard jeopardy.

In Default (Doubtful): Full repayment questionable. Serious problems to the point where
9 Doubtful partial loss of principal is likely.

In Default (Loss): Expected loss. Such an asset may have recovery but not to the point

10 Loss of avoiding loss classification
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System Workflow

The operations department inputs the data fully for each individual client as it is the most able to contact
the client and learn about his/her conditions and activities.

The credit department reviews the accuracy and credibility of the data and the client’s rating class that
were entered by the credit operation department. The department then compares the inputs with the
data system and credit studies.

The risk department is responsible for managing the system including the Internal Models and related
approved parameters and generating reports presented to related parties to check the classification of
accounts in the credit facilities.

The Mechanism Adopted to Calculate (ECL)

« Based on the requirements of the new standard, the ECL calculation model for exposures/debt
instruments has been applied to JAB Branches, subsidiaries and foreign branches in accordance with
the instructions of the Central Bank and the international practices.

« The calculations for credit risk and expected credit loss has been completed on an individual basis
(for credit exposure/debt instrument), not on collective basis approach.

« The mathematical model was used to calculate expected credit losses as follows:

Expected credit loss ECL = Probability of Default (PD%) X Exposure at default (EAD) X Loss
Given Default (LGD%)

Probability of Default (PD)

« Transition Matrixes were built for each segment in Bank by using the historical data on exposure,
rating grade to build the PiT Matrixes (Moody’'s Model was the base to generate PiT matrixes and
similar risk level rating buckets were merged to obtain more stable observed default rate), for Retail
Segment the DPD historical Data was the base to generate PiT Matrixes.

« Based on the nature of segment Economic Shocks were applied on the GDP & Unemployment rates
changes compared to the last 10 years through statistical model to construct the future PiT, therefore
TTC matrixes were constructed by blending the effect of Economic shocks and distance from the
long-term default rate (LTDR) which reflects the last five years average default rate.

Exposure at Default

« EAD is the credit Limit or outstanding Balance whichever is higher & incase of unutilized limit applying
CCF of 100%. Present value (PV) of cash flows over the life time of exposure (t) has been taken into
consideration by using the effective interest rate (EIR).

-10 -
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Loss Given Default (LGD)

« LGD methodology, recovery rate approach preceded by a deep assessment of many aspects related
to the bank internal process, Default management and workout. Bank applied average recovery rate
period approach (Average 3 years) for unsecured portfolio on banking segments (CORPs, SMEs &
Retail) to construct the actual LGD for each type of segment, taking into consideration all recoveries
were discounted based on contracts interest rate to the value at default date.

« However Managerial LGD for secured portfolio / portion were applied based on type of collateral and
applying of Hair Cut per each type of collaterals as per the CBJ instructions.

« Regulatory Rates (FIRB) of 45% were applied for some segment due to the small size volatile
portfolios.

Implementation Scope

Under the methodology used, the following credit exposures and financial instruments have been
subject to the expected credit loss in line with CBJ instructions and& IFRS9 requirements:

Loans and Credit Facilities (Direct and Indirect)

The expected credit losses were calculated using the credit limits or the outstanding balance, whichever
is higher, to determine the Exposure at Default (EAD). To calculate the Probability of Default (PD), the
Bank depended on Transition Matrices that were built for each segment for the next 12 months or on
the remaining life of the credit exposure. This is done while taking into consideration the levels
requested by the standard to classify the credit exposure depending on the determinants of significant
change in credit risk. The loss percentage is calculated by assuming default for the unguaranteed
portion depending on the assessment made on Recovery Rate collections for each segment. The Bank
also takes the allowable guarantees after applying the standard deduction rates for each type of
guarantees and depending on the instructions of the Central Bank. In addition, the present value (PV)
of cash flows over the life of the exposure has been taken into consideration by using the effective
interest rate (EIR) and discounted at time.

-11-
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Debt Instruments Carried at Amortized cost or Carried at Fair Value Through Other
Comprehensive Income (OCI)

The expected credit losses were calculated using the Outstanding Balance & Accrued interest on the
Instrument of each reporting date to determine the Exposure at Default (EAD). Probability of default
was calculated using Transition Matrices that was built for each type of debt instrument. Regulatory
LGD ratio of 45% was used for these kind of instruments (FIRB Ratio).

Present value (PV) of cash flows over the life of the debt instrument has been taken into consideration
using the effective interest rate (EIR) and discounted at time.

Note: Based on the CBJ Regulations, 0% Expected Credit Loss (ECL) is applied for local and foreign
currency financial assets of Jordan Governmental & CBJ.

Credit Exposures on Banks and Financial Institutions

The expected credit losses were calculated using the Outstanding Balance of each reporting date to
determine the Exposure at Default (EAD. Probability of default was calculated using Transition Matrices
that was built for banks and financial institutions based on geographical distribution (locally, regionally
or internationally). Regulatory LGD ratio of 45% was used for these kinds of placements (FIRB Ratio).

Present value (PV) of cash flows over the life of the debt instrument has been taken into consideration
using the effective interest rate (EIR) and discounted at time.

Staging Criteria

All credit exposures/debt instruments, that are subject to expected credit loss, are subject to certain
determinants as an indication that they have a significant effect in increased credit risk. Therefore, a
shift in three stages has been adopted by using the following methodology:

 Variable | Staging Criteria / Shift to Stage 2 | Staging Criteria / Shift to Stage 3

Customers who had a 2-gradee
deterioration in their final rating
compared to their initial rating (on
Internal Rating Model)

The significant or expected decline Non-performing loans

Gusnae NG el B atng S or in the external Credit Rating

Exposure/Debt Instrument Bankruptcies or for companies

under liquidation

Lack of credit rating for credit
exposure/debt instrument subject

Unrated Exposures to internal credit rating
Past due days Past dues above 60 days
Account Status Watch list accounts

-12-
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Governing the application of the international standard

Adopting corporate governance is a key to success; therefore, JAB has adopted the directives of the
Corporate Governance in line with the directives of the Central Bank of Jordan and the best international
practices recommended by the Basel Committee in this regard.

Also, corporate governance is one of the means that provide the proper and appropriate tools and
means for the Board of Directors and senior executive management to reach the achievement of
strategic objectives and ensure an effective working environment.

The Bank to make sure its financial reports were consistent with the IFRS9 requirements. To that end,
an agreement was concluded with Prometeia for implementing software across Jordan Branches,

Forging Branches and its subsidiaries.

To ensure that the application of the International Financial Reporting Standard in effect, the following
is the responsibilities of the Board of Directors and the Senior Executive Management In this regard:

Board of Directors responsibilities

« Define the strategic objectives of the bank, and guide & monitor the executive management to
prepare strategies & plans of action that are consistent with these strategies.

e FEvaluate existing infrastructure and make decisions regarding the changes or improvements
required to ensure that the calculation of expected credit losses in line with relevant regulations.

» Ensure, through the committees emanating from the Board and the senior executive management,
the availability of internal control and control systems that provide the Bank's policies, plans and
procedures, and verify compliance with the Bank's internal policies, international standards and
related legislation covering the activity of applying the international standard.

e« Take measures to ensure effective control over the proper application of the standard and the
protection of the systems used in the application.

» Adopt appropriate policies and procedures for the application of the new standard.

Executive Management responsibilities

« Provide the appropriate infrastructure and recommendations on the changes or improvements that
help to apply the standard accurately and comprehensively, make sure to include a qualified staff,
adequate database in terms of accuracy, comprehensiveness and appropriate management
information system.

e Distribute tasks and responsibilities to the concerned parties in the process of applying the
International Accounting Standard.

~ 13 -
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» Assess the impact of applying the International Accounting Standard on the financial position of the
Bank from the quantitative and qualitative framework.

e Review the procedures, policies and any related standards and state their suitability in regard to the
application of the standard.

e Prepare a detailed work plan to implement the standard and study the quantitative impact on the
bank and adhere to the time frame specified by the regulator.

» Reflect on the impact of the new standard on the Bank’s strategy and pricing methodology.

» Ensure the participation of the Bank's various concerned departments with the proper compliance
with the international standard.

(5) CASH AND BALANCES WITH CENTRAL BANKS

The statutory cash reserve held at central banks amounted to JD 118,190,052 as at 30 September
2018 (31 December 2017: JD 117,488,811).

There are no restricted cash balances as at 30 September 2018 (31 December 2017: JD 270,305).

There are no balances matured in more than three months as at 30 September 2018 and 31 December
2017.

The movement on the provision for expected credit losses for balances and deposits with Central Banks
is as follows:
30 September 2018 (Unaudited)

Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
At 1 January - - - -
Transition adjustment on adoption of IFRS 9 9,348 - - 9,348
At 1 January- restated 9,348 - - 9,348
ECL charged for the period 853 - - 853
At the end of the period 10,201 - - 10,201
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(6) BALANCES AT BANKS AND FINANCIAL INSTITUTIONS

Banks and financial institutions

Local Foreign Total
30
30 September 31 December 30 September 31 December September 31 December
Item 2018 2017 2018 2017 2018 2017
JD JD JD JD JD JD

(Unaudited) (Audited) (Unaudited) (Audited)  (Unaudited) (Audited)
Current and term
accounts 103,376 169,953 55,709,064 54,950,754 55,812,440 55,120,707
Deposits matures in 3
months or less 38,317,504 - 149,627,420 122,304,088 187,944,924 122,304,088
Total 38,420,880 169,953 205,336,484 177,254,842 243,757,364 177,424,795
Less: ECL charged for
the period 9,449 - 42,740 - 52,189 -

38,411,431 169,953 205,293,744 177,254,842 243,705,175 177,424,795

- Non-interest-bearing balances held at banks and financial institutions amounted to JD 55,812,440

as at 30 September 2018 (31 December 2017: JD 55,120,707).

- There are no restricted balances as at 30 September 2018 and 31 December 2017.

The movement on the provision for expected credit losses for balances with banks and financial

institutions is as follows:

30 September 2018 (Unaudited)

Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
At 1 January 2018 - - - -
Transition adjustment on adoption of IFRS 9 17,340 - - 17,340
At 1 January- “restated” 17,340 - - 17,340
ECL charged for the period, net 34,849 - - 34,849
At the end of the period 52,189 - - 52,189
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(7) DEPOSITS AT BANKS AND FINANCIAL INSTITUTIONS

Banks and financial institutions

Local Foreign Total
30 30
September 31 December 30 September 31 December September 31 December
Item 2018 2017 2018 2017 2018 2017
JD JD JD JD JD JD
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)
Deposits mature in:
From 3 months to 6 months - 5,000,000 - - - 5,000,000
From 9 months to 1 year - - - 37,813 - 37,813
Total - 5,000,000 - 37,813 - 5,037,813
Less: ECL - - - - - -
- 5,000,000 - 37,813 - 5,037,813

There are no restricted deposits balances as at 30 September 2018 and as at 31 December 2017.

(8) FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

The details of this item are as follows:

30 September 31 December
2018 2017
(Unaudited) (Audited)
JD JD
Companies shares - 954,381
- 954,381

- On 1 January 2018 the financial assets at fair value through profit or loss were reclassified to
financial assets at fair value through other comprehensive income.
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(9) DIRECT CREDIT FACILITIES — NET

The details of this item are as follows:

Individuals (Retail)
Overdrafts

Loans and bills *
Credit cards

Real Estate Loans

Corporate Customers
Overdrafts
Loans and bills *

Small and medium enterprises “SMEs”
Overdrafts
Loans and bills *

Governmental and public sectors
Total

Less: Provision for expected credit losses
Less: Suspended interests

Direct credit facilities, net

30 September

31 December

2018 2017
JD JD
(Unaudited) (Audited)
1,795,619 722,165
350,493,041 357,868,767
12,208,702 12,897,176
341,895,860 339,387,433
142,724,251 124,265,942
523,402,001 546,588,441
63,622,380 58,377,822
133,664,140 139,717,540
21,105,359 22,695,285

1,590,911,3563

(101,476,589)
(30,322,275)

1,602,520,571

(90,477,858)
(28,120,328)

1,459,112,489

1,483,922,385

* Net of interest and commission received in advance amounted to JD 17,749,732 as at 30
September 2018 (31 December 2017: JD 19,695,650).

- Non-performing credit facilities amounted to JD 143,626,998 as at 30 September 2018 (31
December 2017: JD 141,574,868), representing 9.03% as at 30 September 2018 (31 December
2017: 8.83%) of total direct credit facilities.

- Non-performing credit facilities, net of suspended interests and commissions, amounted to JD
117,761,260 as at 30 September 2018 (31 December 2017: JD 116,474,549), representing 7.55%
as at 30 September 2018 (31 December 2017: 7.40%) of total direct credit facilities excluding the
suspended interests and commissions.

- Non-performing credit facilities transferred to off interim consolidated condensed financial position
items, amounted to JD 59,682,099 as at 30 September 2018 (31 December 2017: JD 61,070,664).

These, these credit facilities are fully covered with the suspended interests and provisions.

- There are no credit facilities granted to and guaranteed by the Jordanian government as at 30
September 2018 and 31 December 2017.
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JORDAN AHLI BANK

NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

Suspended Interests

The movement on suspended interests is as follows:

For the nine months ended in 30 September
2018 (Unaudited)

Balance at the beginning of the period

Add: Interests in suspense for the period

Less: Interests transferred to revenues
Less: transferred to off-consolidated statement of
financial position items

Less: interests in suspense written-off

Balance at the end of the period

For the year ended in 31 December 2017
(Audited)

Balance at the beginning of the year

Add: Interests in suspense for the year

Less: Interests transferred to revenues
Less: transferred to off-consolidated statement of

financial position items
Less: interests in suspense written-off
Foreign currencies evaluation difference

Balance at the end of the year

Companies
Small and
Real estate medium
Individuals loans Corporates Companies Total
JD JD JD JD JD

5,769,815 1,040,621 17,075,417 4,234,475 28,120,328

1,199,647 544,584 3,954,630 1,467,234 7,166,095
(94,650) (138,715) (391,113) (43,898) (668,376)
(6,379) - (44,049) (40,654) (91,082)
(72,575) (1,070) (4,117,122) (13,923) (4,204,690)

6,795,858 1,445,420 16,477,763 5,603,234 30,322,275

6,064,699 974,958 16,333,643 4,362,328 27,735,628

1,667,433 239,555 7,456,597 1,287,521 10,651,106
(338,375) (18,923) (1,267,001) (183,413) (1,807,712)
(1,350,043) (110,842) (2,418,013) (1,049,992) (4,928,890)
(215,300) (44,127) (3.037,285) (188,739) (3,485,451)
(58,599) - 7,476 6,770 (44,353)

5,769,815 1,040,621 17,075,417 4,234,475 28,120,328

The following is the geographical distribution and economic sector of the Bank's direct credit facilities
before provisions and interest in suspense:

Inside Qutside 30 September = 31 December
Economic sector Jordan Jordan 2018 2017
JD JD JD JD
(Unaudited) (Audited)

Financial 15,228,050 7,703,618 22,931,668 18,899,360
Industrial 136,937,025 21,705,558 158,642,583 143,320,368
Trading 317,312,659 56,154,518 373,467,177 355,799,387
Real estates 487,549,943 17,873,497 505,423,440 487,722,890
Agricultural 36,986,224 3,307,474 40,293,698 41,867,287
Services and public facilities 133,338,935 10,147,874 143,486,809 176,113,688
Shares 9,856,993 - 9,856,993 9,885,254
Individuals 270,544,859 37,165,094 307,709,953 334,873,879
Governmental and public sector - 21,105,359 21,105,359 22,695,285
Other 7,993,673 - 7,993,673 11,343,173

1,415,748,361 175,162,992 1,590,911,353 1,602,520,571
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(10)

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

The details of this item are as follows:

Quoted shares*
Unguoted shares

Mutual funds**

30 September

31 December

2018 2017
JD JD
(Unaudited) (Audited)
11,355,465 11,474,277
13,842,382 12,601,277
3,070,400 5,326,008
28,268,247 29,401,562

* On 1 January 2018, financial assets at fair value through profit or loss of JD 954,381 were reclassified
to financial assets at fair value through other comprehensive income.

**This item represents investment in Abraj capital fund amounted to US dollars 5.6 million. The total
fund capital amounted to US dollars 2 billion. The fund capital is not guaranteed.

- Cash dividends distributions for the above mentioned financial assets amounted to JD 908,047 for
the period ended 30 September 2018 (JD 953,223 for the period ended 30 September 2017).

(11)  FINANCIAL ASSETS AT AMORTIZED COST

The details of this item are as follows:

30 September 31 December
2018 2017
JD JD

(Unaudited) (Audited)
Treasury bonds and bills 533,349,851 484,763,654
Corporate bonds and debentures 82,645,000 57,853,886

615,994,851 542,617,540
Provision for expected credit losses 292,068 -

615,702,783 542,617,540

The movement on the provision for expected credit losses of financial assets at amortized cost is as
follows:

30 September 2018 (Unaudited)

Stage 1 Stage 2 Stage 3 Total
JD JD JD JD

At 1 January 2018 - - - -
Transition adjustment on adoption of

IFRS 9 232,965 - - 232,965
At 1 January- "restated” 232,965 - - 232,965
ECL charged for the period 59,103 - - 59,103
At period end 292,068 - - 292,068
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(12) OTHER ASSETS

The details of this item are as follows:

30 September 31 December
2018 2017
JD JD
(Unaudited) (Audited)
Real estate seized by the bank against debts - net* 79,260,959 76,838,461
Accrued interest and commissions 11,418,458 9,959,540
Checks and transfers under collection 8,217,165 5,837,267
Receivables — Sale of seized assets - net 13,322,855 8,626,565
Prepaid expenses 3,316,516 3,126,728
Various debtors 4 534 506 4,023,624
Real estate for sale 53,622 13,620
Prepaid rent 1,318,498 1,456,198
Receivables — sale of subsidiary - 515,240
Refundable deposits - net 336,398 294 532
Stamps 22,442 164,477
Advances 2,170,595 2,229,564
Others 165,256 453,727
Total 124,137,270 113,539,543

*

Movement on assets seized by the bank against debts is as follows:

30 September 31 December
2018 2017
JD JD
(Unaudited) (Audited)
Balance at the beginning of the period / year 76,838,461 65,696,413
Additions 10,617,499 23,489,319
Disposals (7,846,270) (7,060,687)
Impairment loss (480,015) (519,143)
Impairment on breached assets seized by the bank ** - (5,532,869)
Recovery of impairment loss 131,284 765,428
Balance at the end of the period / year 79,260,959 76,838,461

According to the Banks Law, buildings and plots of land seized by the bank against debts due from
customers should be sold within two years from the ownership date. For exceptional cases, the Central
Bank of Jordan may extend this period for two additional years.
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NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

** Movement on the impairment on breached assets sized by the bank is as follows:

30 September 31 December

2018 2017
JD JD
(Unaudited) (Audited)
Balance at the beginning of the period / year 10,037,839 4,989,038
Provided for the period/year - 5,532,869
Provision for sold property for the period/year (162,865) (484,068)
Balance at the end of the period / year 9,874,974 10,037,839
(13) LOANS AND BORROWINGS
Number of instaiments
Collat Interest Relending
Amount Total Remaining Instalment maturity frequency erals rate interest rate
JD JO JD %
30 September 2018 - (Unaudited)
Central Bank of Jordan 3,600,000 30 29 Semi — annual 414 6/279
Central Bank of Jordan 441,363 30 30 Semi - annual 3 6/143
Central Bank of Jordan 2,133,000 14 13 Semi - annual 2/5 6/143
Central Bank of Jordan 2,305,000 20 20 Semi - annual 4/150 6/166
Central Bank of Jordan 17,329,513 1187 4/692
Local Bank 5,000,000 1 1 - 5
Local Bank 12,400,000 1 1 3/85
Local Bank 1,418,000 1 1 1/5 -
Foreign Bank 6,702,043 1 1 n
Foreign Bank 8,238,840 1 1 3/99
European Bank for Reconstruction and
Development 7,090,000 7 7 Semi — annual 418 12-9
Jordan Mortgage Reference Company 25,000,000 1 1 6-413 8/5-415
Local Bank (loan to a Subsidiary) 1,333,334 24 - First of March 2019 6125 9/5-8
Local Bank (loan to a Subsidiary) 7,485,235 24 - 31 August 2018 5/625 9/5-8
Local Bank (loan to a Subsidiary) 5,000,000 36 - 31 March 2018, 5 9/5-8
28 December 2018, 3 April 2019, 2 May
Jordan Mortgage Reference Company (loan to a 2019, 11 May 2019, 23 August 2019, 18
Subsidiary) 35,000,000 5 5 December 2018, 1 July 2021 6/2-4/55 9/5-8
24 monthly insttiments effective from the
Local Bank (loan to a Subsidiary} 290,529 24 - Withdrawal date 6 18-16
36 monthly insttiments effective from the
Local Bank (loan to a Subsidiary) 6,196,659 36 - Withdrawal date 6/75 18-15
36 monthly insttiments effective from the
Local Bank (loan to a Subsidiary) 243,056 36 - Withdrawal date 6/5 18-15

147,206,602
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NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

31 December 2017 — (Audited)

Central Bank of Jordan
Central Bank of Jordan
Central Bank of Jordan
Central Bank of Jordan
Central Bank of Jordan

Local Bank
European Bank for Reconstruction and
Development

Jordan Mortgage Reference Company

Local Bank (loan to a Subsidiary)

Local Bank (loan to a Subsidiary)

Local Bank (loan to a Subsidiary)

Local Bank (loan to a Subsidiary)

Jordan Mortgage Reference Company

(loan to a Subsidiary)

Local Bank (loan to a Subsidiary)

Local Bank (loan to a Subsidiary)

Local Bank (loan to a Subsidiary)

Local Bank (loan to a Subsidiary)

Number of instalments

Instalment maturity Relending
Amount Total Remaining frequency Collaterals Interest rate interest rate
JD JD JD %
4,000.000 30 30 Semi — annual installments - 3Nz 6/279
441,393 30 30 Semi - annual installments - 3 6/143
2,511,000 14 13 Semi — annual installments - 215 6/143
2,305,000 20 20 Semi - annual installments - 327 6/166
16,550,868 20 20 Semi = annual instaliments - 1/87 4/692
2,850,085 1 1 - - 1175 -
7.090,000 7 7 Semi - annual installments - 4/18 912
10,000,000 1 1 - - 4/3 8/5-4/5
2,000,000 24 - First of March 2018 - 5 9/5-8
9.444,031 24 31 August 2018 - 5/5 9/5-8
36 monthly instaiment
effective from withdrawal
5,000,000 36 - date 515 9/5-8
5.000,000 36 31 March 2019 - 5/54 9/5-8
First of July 2018 , 28
December 2018, 3 April
2019, 2 May 2019, 11 May
2019, 23 August 2019, 18
30,000,000 5 5 December 2019 - 4/75-4/55 9/5-8
36 monthly insttiments
effective from the
465,283 36 36 Withdrawal date - 575 15-18
36 monthly insttiments
effective from the
1,648,964 36 - Withdrawal date - 5/54 15-18
36 monthly insttiments
effective from the
7.281,498 36 - Withdrawal date % 5/5 15-18
24 monthly insttiments
effective from the
188,133 24 - Withdrawal date - 5/54 15-18
106,776,265

- Loans with fixed interest rates amounted to JD 147,206,602 as at 30 September 2018

(31 December 2017: JD 106,776,265)
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(14)  INCOME TAX

The movement on the income tax provision was as follows:

30 September 31 December
2018 2017
JD JD
(Unaudited) (Audited)
Balance at the beginning of the period/ year 4,418,203 926,721
Income tax paid (7,701,722) (4,708,336)
Income tax for the period/ year 8,983,810 8,199,818
Balance at the end of the period/ year 5,700,291 4,418,203

Income tax in the interim consolidated condensed income statement represents the following:

30 September 30 September

2018 2017
JD JD
(Unaudited) (Audited)
Accrued income tax on the period’s profit 8,983,810 6,217,878
Deferred tax assets for the period (404,991) (1,605,245)
Amortization of deferred tax assets for the period 2,103,349 584,077
10,682,168 5,196,710

The income tax rate on Jordanian banks is 35% and the income tax rates on foreign branches and
subsidiaries range between 12.5% to 28.79%.

Jordan branches have reached a final settiement with the Income and Sales Tax Department for
all previous years up to 2013. During February 2018, a notice was received from the Income and
Sales Tax Department to impose an income tax on the Bank for the year 2014 for an amount of
JD 1,642,474 In the opinion of the bank and the tax consultant, there is no need to take additional
provision. The Bank filed a lawsuit at the court rejecting the claim noting that the fiscal year 2015
and 2016 still under audit, and the self-assessment was submitted for the 2017. However, the
income tax department did not review the records until the date of these interim consolidated
condensed financial statements.

A final tax settlement has been reached with the Income Tax Department and value-added tax for
the branches in Palestine up to the year 2016. It is expected to reach for a final settlement for the
year 2017 during 2018.

A final tax settlement has been reached for the Cyprus branch up to the year 2016.
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Ahli Financing Brokerage Company (a subsidiary) — has reached a final settiement with the Income
and Sales Tax Department up to 2014. In addition, the self-tax assessment was submitted for the
years 2015, 2016 and 2017. Noting that an objection was issued for the year 2015 along with a
claim of 43,000 JOD in which the company is held liable of. In the opinion of the company's tax
consultant, there is no need to take provision against the fiscal year 2015 because the decision is
against the law. In the opinion of the management and tax consultant, no tax provision is required
for that year.

Ahli Financing Leasing Company (a subsidiary) — has reached a final settlement with the Income
and Sales Tax Department up for 2014, the income tax department reviewed the company record
for the 2015 but did not issue its report yet. In addition, the self-tax assessment was submitted for
the year 2016 and 2017. However, the income tax department did not review the records until the
date of these interim consolidated condensed financial statements.

Ahli Micro Finance Company (a subsidiary) — has reached a final settlement with the Income and
Sales Tax Department up for 2014. In addition, the self-tax assessment was submitted for the year
2015, 2016 and 2017. However, the income tax department did not review the record until the date
of these interim consolidated condensed financial statements.

30 September 31 December

2018 B 2017
JD JD
(Unaudited) (Audited)
Income tax rate
Jordan Branches 35% 35%
Palestine Branches 28.79% 28.79%
Cyprus branches 12.5% 12.5%

A provision for income tax for the period ended 30 September 2018 has been booked for the Bank,
its branches and its subsidiaries.
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(15) OTHER LIABILITIES

The details of this item are as follows:
30 September

31 December

2018 2017
JD JD
(Unaudited) (Audited)
Accepted checks and transfers 8,044 269 4,893,586
Accounts payable to financial brokerage customers 424 371 657,689
Accrued interests 10,298,156 7,405,258
Temporary deposits 8,127,196 11,235,379
Various creditors 2,393,076 1,727,376
Accrued expenses 4,089,612 4,167,105
Interest and commissions received in advance 579,563 407,036
Check and transfers — delayed in payment 1,633,207 1,637,362
Provision for technical and vocational education and
training support fund fees - 157,255
Board of Directors remuneration 66,768 83,018
Provision for expected credit losses on indirect credit
facilities and unutilized facilities ceilings* 1,986,921 -
Others 103,465 898,466
37,746,604 33,269,530
* The movement on provision for expected credit losses is as follows:
30 September 2018 (Unaudited)
Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
At 1 January 2018 - - - -
Transition adjustment on adoption of
IFRS 9 1,486,908 211,407 - 1,698,315
At 1 January- restated 1,486,908 211,407 : 1,698,315
ECL charged for the period 150,447 138,159 - 288,606
At the end of the period 1,637,355 349,566 - 1,986,921
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(16)  FAIR VALUE RESERVE, NET

The movement on this item is as follows:

Balance at the beginning of the period/ year

IFRS 9 implementation impact

Amended balance as at 1 January 2018 “restated”

Sold shares

Deferred tax liabilities

Net unrealized loss transferred to the consolidated
statement of comprehensive income

Balance at the end of the period/ year

(17) RETAINED EARNING AND DISTRIBUTED DIVIDENDS

Balance at the beginning of the period / year

General banking risk reserve

Expected credit loss for assets (ECL)

The effect of IFRS (9) (effect of reclassification of financial
assets)

The effect of IFRS (9) on deferred tax assets

Retained earnings balance (opening balance) as at 1
January 2018 (restated)

Profit for the period/ year

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

Distributed Dividends

Transferred to reserves

Balance at the end of the period/ year

el

30 September

31 December

2018 2017
JD JD
(Unaudited) (Audited)
912,985 1,861,943
(330,204) -
582,781 1,861,943
(26,763) (22,343)
491,607 510,978
(3,348,701) (1,437,593)
(2,301,076) 912,985

30 September

31 December

2018 2017
JD JD
(Unaudited) (Audited)
24,584,535 22,705,839
15,353,859 :
(16,597,162) .
330,204 .
3,415,351 -
27,086,787 22,705,839
- 13,318,885
26,763 (99,070)
(9,187,500) (8,750,000)
- (2,591,119)
17,926,050 24,584,535
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NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

- As at 30 September 2018, an amount of JD 9,375,994 from retained earnings is restricted
against deferred tax assets. In addition to an amount of JD 3,125,029 which represents the
restricted surplus of general banking risk reserve transferred to retained earnings, according to
the Central Bank of Jordan regulations.

- The General Assembly decided in its ordinary meeting held on 30 April 2018 to distribute 5%
of the paid in capital as cash dividends and 5% of voluntary reserve as stocks dividends for
the year 2017.

- The General Assembly decided in its ordinary meeting held on 30 April 2017 to distribute 5%
of the paid in capital as cash dividends and 5% of voluntary reserve as stocks dividends for
the year 2016.

(18)  GAIN (LOSS) FROM FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Realized Unrealized
Gain (loss) (losses) Dividends Total
JD JD JD JD

30 September 2018 (Unaudited)
Companies shares - - - -
30 September 2017 (Unaudited)
Companies shares 2,692 (3,160) 32,422 31,954

2,692 (3,160) 32,422 31,954

(19) PROVISION FOR EXPECTED CREDIT LOSSES, NET

The details of this item are as follows:
For the nine months ended 30

September
2018 2017
JD JD
(Unaudited) (Unaudited)
Expected credit losses on:
Balances and deposits at Central Banks and financial
institutions 35,702 -

Financial assets at amortized cost 59,103 -
Direct credit facilities 13,619 7,849,259
Indirect credit facilities and unutilized facilities 288,606 -

397,030 7,849,259
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(20) EARNINGS PER SHARE ATTRIBUTED TO THE SHAREHOLDERS OF THE BANK

For the nine months ended 30
September (Unaudited)

2018 2017
Profit for the period (JD) 16,531,527 12,901,241
Weighted average number of shares (share) 192,937,500 192,937,500
Basic and diluted earnings per share (JD/ Fils) 0/086 0/067

(21) CAsH AND CASH EQUIVALENTS

The details of this item are as follows:
For the nine months ended 30

September (Unaudited)
2018 2017
JD JD
Cash and balances with central banks maturing within three months 224,101,181 235,331,599
Add: Balances at banks and financial institutions maturing within
three months 243,705,175 192,073,960
Less: Banks and financial institutions’ deposits maturing within three
months (88,290,009) (70,120,059)
Restricted cash balances - (317,525)
Cash and cash equivalents 379,516,347 356,967,975

<150



JORDAN AHLI BANK
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(22)

SEGMENT INFORMATION

1- Information on Bank Activities

The Bank is organized for administrative purposes through six main operating segments, in
addition to brokerage and consulting services the Bank’s subsidiary (Ahli Financing Brokerage
Company).

1-

Individual accounts: Principally following up on individual customers accounts real estate
loans overdrafts credit cards facilities and transfer facilities.

SME's: Principally “SME’s’ transactions on loans credit facilities and deposits and whom
classified according to the volume of deposits and facilities in accordance with the instructions
and policies existing in the Bank and commensurate with the instructions of the regulatory
authorities.

Corporate accounts: Principally corporate transactions on loans credit facilities and deposits,
whom classified according to the volume of deposits and facilities in accordance with the
instructions and policies existing in the bank and commensurate with the instructions of the
regulatory authorities.

Treasury: principally providing money market trading and treasury services as well as
management of the Bank's funding operations through treasury bills government securities
placements and acceptances with other banks and that is through treasury and banking services.

Investment and foreign currency management: The activity of this sector is related to local and
foreign bank investment as well as those restricted at fair value, in addition services for trading

in foreign currency.

Other: This sector includes all non-listed accounts in the above sectors, for example equity and
investments in associates, receivables, equipment, and general management.
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JORDAN AHLI BANK

NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

As AT 30 SEPTEMBER 2018 (UNAUDITED)

(23) RELATED PARTIES TRANSACTIONS

The Bank entered into transactions with major shareholders, Board of Directors and executive
management. Within the normal banking practices according to the commercial interest and
commission rates. All granted credit facilities to related parties are considered preforming credit facilities

expect for what is mention below:

The following related parties’ transactions took place during the period:

Total
Board of Executive 30 September 31 December
Associates Subsidiaries directors management Other* 2018 2017
JD JO JD JD JD JD JD
(Unaudited) (Audited)
On- interim consolidated condensed Statement of financial position:
Credit facilities - 1,172,890 9,325,644 4,090,107 74,099,141 88,687,782 96,081,584
Deposits 33,651 4,038,120 32,510,910 2,609,487 8,298,236 47,490,404 37,437,949
Cash margin 48,605 2,549,567 2,598,172 2,412,641
Financial assets at amortized cost - - - - 3,576,365 3,576,365
Off- condensed consolidated interim Statement of financial position:
Letters of guarantee 50,000 683,000 66,000 988 8,904,914 9,704,902 8,182,408
For the nine months of
30 September
2018 2017
(Unaudited)  (Unaudited)

On- interim consolidated condensed statement of Income items
Interest and commissions income 795 133,331 476,365 156,414 3,475,530 4,242,435 4,065,995
Interest and commissions expense 1,288 126,578 686,047 37,276 246,459 1,097 648 969,365

*

This item represents companies partially owned by members of the Bank's Board of Directors,
Board of Directors' relatives, and the bank's employees.

During the year 2015, credit facilities granted to related parties of JD 3.2 million were transferred to
off-consolidated statement of financial position items. Moreover, these facilities were fully covered
by provisions.

There are accounts receivable from a subsidiary company (Ahli Brokerage Company) of JD
2,395,899, belonging to a related party as at 30 September 2018. On 31 October 2013, the
Company signed a settlement agreement with those clients to pay the obligations through an
advance payment upon signing the settlement agreement, in addition to monthly installments, as
well as enhancement of their guarantees.

Interest expenses rates range from 4% to 10.19%.
Interest income rates range from 0% to 5.75%.

Salaries and bonuses to the senior executive management of the bank and its subsidiaries
amounted to a total of JD 2,671,549 for the nine months ended 30 September 2018( for the nine
months ended 30 September 2017: JD 2,941,728).
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JORDAN AHLI BANK
NOTES TO THE INTERIM CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2018 (UNAUDITED)

(24) SUBSCRIBED AND PAID IN CAPITAL

The Bank’s paid in capital amounted to JD 192,937,500 distributed to 192,937,500 shares as
at 30 September 2018. (JD 183,750,000 as at 31 December 2017)

The General Assembly approved in its ordinary meeting held on April 30, 2018 to distribute 5%
of the paid in capital as cash dividend and 5% of voluntary reserve as stocks dividends for the
year 2017.

The General Assembly approved in its ordinary meeting held on April 30, 2018 to distribute 5%

of the paid in capital as cash dividend and 5% of voluntary reserve as stocks dividends for the
year 2016.

(25) RESERVES

The Bank did not make any appropriation to the statutory reserve for the period, as these financial
statements are interim financial statements.

(26) COMMITMENTS AND CONTINGENT LIABILITIES

The details of this item are as follows:

30 September 31 December

2018 2017
JD JD

(Unaudited) (Audited)
Letter of credit:
Letter of credit-outgoing 62,858,412 91,505,478
Letter of credit-incoming 65,656,406 45,557,953
Acceptances 52,378,010 48,713,890
Letter of guarantees:
-Payment 116,564,592 122,067,582
-Performance bonds 78,069,192 80,245,276
-Other 35,570,064 36,193,946
Unutilized direct credit facilities ceilings 193,806,939 187,152,155

604,903,615 611,436,280

(27) LITIGATION

Lawsuits raised against the Bank amounted to JD 2,521,865 as at 30 September 2018 (31
December 2017: JD 3,161,020). In the opinion of the Bank’s management and the legal advisor, no
further liabilities exceeding the provision of JD 323,585 as at 30 September 2018 (31 December
2017: JD 458,660).
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