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DeIOItte Deloitte & Touche (M.E.)
Jabal Amman, 5% Circle
190 Zahran Street

Amman, P.O. Box 248
Jordan

Tel: +962 (0) 6 550 2200
Fax: +962 (0) 6 550 2210
www.deloitte.com

In the Name of Allah, the Beneficent, the Merciful

Review Report

AM/ 014589

To the chairman and the Board of Directors of
Safwa Islamic Bank

(A Public Shareholding Limited Company)
Amman - The Hashemite Kingdom of Jordan

We have reviewed the condensed consolidated interim statement of financial position of
Safwa Islamic Bank (a Public Shareholding limited Company) as of September 30, 2018
and the related condensed consolidated interim statements of income and comprehensive
income, changes in shareholders’ equity and cash flows for the nine month period ended
in that date, and a summary of significant accounting policies and other explanatory
information. Management is responsible for the preparation and fair presentation of these
condensed consolidated interim financial statements in accordance with the Financial
Accounting Standards issued by Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI). Our responsibility is to express a conclusion on these condensed
Consolidated interim financial statements based on our review.

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

Engagements 2410, Review of Interim Financial Information Performed by the
Independent Auditor of the Company. A review of condensed consolidated 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 condensed consolidated interim financial statements are not prepared, in
all material respects, in accordance with the Financial accounting standards issued by
accounting and auditing organisation for Islamic financial institutions (AAOIFI).

Other matters

1. The fiscal year for the Bank ends on December 31, of each year. However, the
accompanying condensed consolidated interim financial statements have been
prepared for management purposes and Jordan Securities Commission only.

2. The accompanying condensed consolidated interim financial statements are a
translation of the statutory condensed consolidated interim financial statements in

the Arabic language to which reference should be made.

Amman - The Hashemite Kingdom of Jordan Deloit@%e (H\.E\.) - Jordan

22 October 2018
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Assets
Cash and balances with the Central Bank
Balances at banks and the banking institutions
International wakala investments-net
Deferred sales receivables and other receivables-net
Unconverted loans-net
Financial assets at fair value thraugh shareholders’ equity -self financed
Financial assets at fair value through unrestricted investment accounts' holders equity-net

Financial assets at amortized cost
Investment in associate
Net investment in a subsidiary under liquidatien
Ijara Muntahia Bittamleek assets-net
Qard Hasan
Property and equipment-net
Intangible assets - net
Deferred tax assets
Other assets
Total Assets
Liabilities, Unrestricted Investment Accounts’ Holders Equity and Shareholders’
Equity
Liabilities

Banks and financial Institutions accounts
Customers' current accounts
Cash margin accounts
Income tax provision
Other provisions
Other liabilities
Total Liabilities

Unrestric
Unrestricted investment accounts
Fair value reserve - jointly financed
Total Unrestricted Investment Accounts’ Holders Equity

Investment Risk Fund

Investment A nts’ Holders Equi

Investment risk fund
Income Tax provision for investment risk fund

Shareholders’ Equity
Paid up capital
Statutory reserve
General banking risks reserve
Fair value reserve - self financed
Retained earnings
Profit for the peried
Total Shareholders’ Equity
Total Liabilities, Unrestricted Investment Accounts Holders and Shareholders’
Equity

Wakala Investments accounts

30 September 2018

31 December

Note ( Reviewed not Audited) 2017
D D
4 96,918,872 119,934,135
5 7,124,538 6,570,709
6 64,742,811 33,861,572
7 428,032,502 416,155,544
30,683 37,748
- 17,700
8 30,330,315 38,875,345
9 92,191,000 54,878,000
376,618 377,262
79,717 2
10 318,963,386 255,708,619
509,660 509,660
23,152,591 21,299,772
1,589,214 1,449,583
12/C 599,815 599,815
11 10,207,798 7,527,176
1,074,849,520 957,802,640
910,020 876,288
135,251,527 120,068,965
11,258,869 22,746,048
12/A 2,862,893 2,603,048
84,603 84,603
13 20,234,072 15,331,453
170,601,984 161,710,405
14 764,059,476 652,921,139
18 (613,130) (820,121)
763,446,346 652,101,018
15/B 248,116 4,150,430
15/C 1,527,751 1,695,297
16 100,000,000 100,000,000
16 22,874,816 22,874,816
= 300,000
- (576)
17 10,094,015 14,971,250
6,056,492 -
139,025,323 138,145,490
1,074,849,520 957,802,640
9,447,089 5,062,108

The accompanying notes from (1) to (33) constitute an integral part of these condensed consolidated interim financial statements and
should be read with them and with the accompanying review report.




For The Nine Month Period
Ended 30 September

For The Three Month Period
Ended 30 September

Note 2018 2017 2018 2017
pv] o B] i
eferred sslisayenue i 7,920,878 6,755,044 22,509,898 20,267,065
Ijara Muntahia Bittamleek assets revenue 6,733,578 4,831,230 19,141,285 14,006,723
Gains from International wakala investments 297,590 117,691 716,007 L6
Gains from financial assets at fair value through unrestricted investment
accounts' helders equity 20 304,406 299,968 1,050,055 847,946
(Losses) from financial assets at fair value through statement of income 51 4,619 - (8,401) =
Galns from financial assets at:amortizad cost 525,626 525,626 1,559,738 1,131,314
Share of Joint Funds from Profits of associate company ° : €356 16,900
{losses)From Foreign currencies evaluation (3,083) (2,933) (8,620) (8,633)
Other revenue - jointly financed 166,321 i 341,524 ASSSN2
Total revenue from unrestricted investment 15,950,335 12,591,237 45,409,895 37,032,528
Share of unrestricted investment accounts holders” (6,630,030) (5,041,130) (16,169,584) (14,167,384)
Share of Investment risk fund 15/A (1,594,970) (1,259,124) (4,540,990) (3,703,253)
.

Bank's share of revenue from unrestricted investments as a mudarib 7,725,335 6,290,983 22,699,321 19,161,891
and rab mal
Bank’s self financed revenue 22 160,151 160,734 508,327 Aelies
Banks share from the restricted investments revenue as agent (wakeel) Gaa2 5.507 126,898 10,041
Gain Front forelan-cutrencies 149,224 99,847 367,987 338,979

1,192,421 1,259,807 3,424,724 2,887,989
Banking services revenue
Gitfick faverniug 14,779 31,831 258,070 43,656
Gross Income 9,307,323 7,848,769 27,385,377 22,904,321
Employees’ exgenses (3,054,627) (2,745,362) (8,958,897) (7,934,841)

14

Degrecistion and smortization (632,262) (696,002} (1,850,033) (2,151,914)
Depreciation of Ijara muntahia bittamleek assets- self financed (94,549) (101.526) (323.676) (288,420)
Provision for deferred sales receivables and other receivables - self financed 1,059 (13,674) (20,553) (18,255)
Recovered from expected credit losses for Off - balance sheet items-self financed 53,363 - 70,307 -
T — (2,115,595) (1,937,722) (6,570,382) (6,140,134)
Total expenses (5,842,611) (5,494,386) (17,653,234) (16,533,564)
Profit for the period before tax 3,464,712 2,354,383 9,732,143 6,370,757
Income tax expense 12/8 (1,420,376) (824,143) (3,675,651) (2,239,848)
Profit for the period 2,044,336 1,530,240 6,056,492 4,130,909
Add: other comprehensive Income items after tax that will not be
reclassified subseqguently to the candensed consoldated interim
statement of Income:
Net change in fair value reserve for financial assets
(losses) on sale of financial assets through Shareholders’ equity Self-Financed - 138 - 138
Total comprehensive Income for the period (1,884) - (4,172) -

2,042,452 1,530,378 6,052,320 4,131,047

JD/Fils JD/Fils

Basic and diluted earnings per share for the period 23 0/020 0/015 0/060 0/041

The accompanying notes from (1) to (33) constitute an integral part of these condensed consolidated interim financial statements and should be read with them and

with the accompanying review report.
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Safwa Islamic Bank

Fl

Cash Flows from Operating Activities

Profit for the period before tax

Adjustments for non monetary items:
Depreciation and amortization

Depreciation of Ijara Muntahia Bittamleek assets
Share of joint funds from profits of associate company

Investment risk fund
Provision for deferred sales receivables and other receivables - self financed
(Recovered from) expected credit losses for Off - balance sheet items-self financed

Impairment provision for an investment in a subsidiary under liquidation
Loss from sale of property and equipment

(Gain) from sale of seized assets against debts

Ccash Flows from Operating Activities before Changes in working capital

Changes in operating working capital

(Increase) in deferred sales receivables and other receivables
Decrease in unconverted loans

(Increase) in Ijara Muntahia Bittamleek assets

(Increase) in other assets

Increase in customers’ current accounts

(Decrease ) increase in cash margin accounts

Increase in other liabilities
Net cash (used in) operating activities before income tax paid

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

Cash Flows from Investing Activities

For the nine month period
ended 30 September

Maturity and sale (purchase) of financial assets at fair value through unrestricted investment

accounts holders- net

Sale (purchase) of financial assets at fair value through shareholders’ equity -self financed

(Purchase) of financial assets at amortized cost

Cash dividends from associate company
Net investment in a subsidiary under liquidation

(Purchase) of intangibles assets

(Purchase) of property and equipment

Proceeds from sale of property and equipment
Proceeds from sale of seized assets against debts
(Increase) in International Wakala Investments

Net cash ( used in) investing activities

Cash Flows from Financing Activities

Increase(decrease) in unrestricted investment 'holders quity

Paid dividends distributed to shareholders

Net cash generated by financing activities

Net (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

Note 2018 2017
D o

9,732,143 6,370,757

1,850,033 2,151,914

34,404,505 34,744,740

(8,356) (16,900)

15 4,540,990 3,703,253
20,553 18,255

(70,307) -

19,116 8

- 88,170

(217,791) (14,434)

50,270,886 47,045,755
(17,695,767) (36,169,406)

7,065 7,325
(97,659,272) (51,183,335)

(5,571,745) (1,050,980)

15,182,562 18,471,286

(11,487,179) 13,527,398

4,220,339 2,964,933

(62,733,111) (6,387,024)

12 & 15 (5,095,119) (4,330,373)
(67,828,230) (10,717,397)
8,378,410 (19,105,471)
13,528 (9,212)
(37,313,000) (27,439,000)

9,000 10,000

(79,717) -

(542,206) (227,712)
(3,300,277) (1,217,435)
- 1,187

3,044,533 587,012
(31,183,530) (147,513)
(60,973,259) (47,548,144)

111,138,337 5,117,117

(4,832,014) -

106,306,323 5,117,117
(22,495,166) (53,148,424)

125,628,556 207,530,878

24 103,133,390 154,382,454

The accompanying notes from (1) to (33) constitute an integral part of these condensed consolidated interim financial statements and
should be read with them and with the accompanying review report.




SAFWA ISLAMIC BANK
(PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN-THE HASHEMITE KINGDOM OF JORDAN
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(REVIEWED NOT AUDITED)

(1) GENERAL

Safwa Islamic Bank (“the Bank”) is a Jordanian public shareholding limited company and is
considered the legal successor of Industrial Development Bank that was established in 1965
in accordance with a special law (Industrial Development Bank Law) and the Bank considered
a legal successor and a replacemant for all its rights and obligation. On 30 April 2008 Law
No. (26) for the year2008 was issued for the cancelation of Industrial Development Bank,
which cancelled Industrial Development Bank Law No. (5) for the year 1972.

The Bank's General Assembly at its extraordinary meeting held on 17 May 2017, decided to
change the name of the Bank from “Jordan Dubai Islamic Bank” to “Safwa Islamic Bank".

The Bank provide all financial banking and struchured invesment services on a non-Intrest
basis in accordance with Islamic shari’a through the Bank’s head office and its Twenty Eight
branches and its subsidiaries within the Kingdom, in accordance with the effective Banking
Law.

Etihad Islamic Investment Company owns 61.8% of Safwa Islamic Bank, and their financial
statements are consolidated within the financial statements of Bank Al Etihad.

The condensed consolidated interim financial statements were approved by the Bank’s Board
of Directors in their meeting No. (6/2018) held on 21 October 2018.

(2) SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PREPARATION OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

- The accompanying condensed consolidated interim financial statements for the Bank
have been prepared according to the financial acconting standards issued by The
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) and in
accordance with the applicable local laws and regulations of the Central Bank of
Jordan.The standards issued by the International Accounting Standards Board and the
interpretations issued by the International Financial Reporting Interpretations
Committee are applied in the absence of standards issued by The Accounting and
Auditing Organization for Islamic Financial Institutions and will be replaced later by
Standards when the new standards are issued.

- The condensed consolidated interim financial statements are prepared on historical
cost basis except for the financial assets at fair value through statement of income,
financial assets at fair value through unrestricted investment accounts ' holders equity




and financial assets at fair value through shareholders’ equity that have been
measured at fair value.

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

- The separstion between what belongs to the Shareholders’ equity and what belongs to
the unrestricted investment accounts holders has be taken into consideration.

- Investment risks fund is decreased to cover the impairment loss and expected credit
losses for financing and Investing accounts funded by the unrestricted investment

accounts.

- Unrestricted investment accounts means joint investment accounts wherever it is
mentioned.

- The condensed consolidated interim financial statements do not contain all information
and disclosures required for annual consolidated financial statements prepared in
accordance with the financial accounting standards for Islamic Financial Institutions
issued by the Accounting and Auditing Organization for Islamic Financial Institutions
(AAOIFI), and should be read with the Bank’s annual report as at 31 December 2017.
In addition, the results for the nine month period ended 30 September 2018 do not
necessarily indicate the results that may be expected for the financial year ending 31
December 2018.The Bank's profit for the nine month period ended 30 September
2018, have not been appropriated; as such appropriations will be made at the end of
the fiscal year.

BASIS OF CONSOLIDATION OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
The Condensed interim financial statements comprise of the condensed consolidated
interim financial statements of the Bank and its subsidiaries which are financed by the self
and Joint Funds of the Bank where the Bank has the control to govern the operational and
financial policies of the entities to obtain benefits from their activities.All intra-company
balances, transactions, revenues , expenses and off -balance sheet items between the bank
and its subsidiaries are eliminated.

The condensed consoldated interim financial statements of the subsidiaries are prepared for
the same reporting period as the Bank, using same accounting policies used by the Bank.




The subsidiaries of the Bank as at 30 September 2018 are as follows:
Paid in Source of Ownership Company Operation  Acquisition

bsidi
Shasidiary naroe Capital Funding % Main Activity  location Date
(ID)
Misc for brokerage company 2,000,000 Self 100% Brokerage Amman 2011
Alahjar Real Estate for
Construction Company (Jordan Real state
Dubai Real Estate for Construction 100,000 Joint 100% Amman 2012
- Investment
Company Previously) * under
liquidation

Subsidiaries operations results are consolidated in the condensed consolidated interim
statement of income and comprehensive income from the acquisition date which is the
date the Bank actually obtains control on the subsidiaris. The subsidiaries ceased operations
result are consolidated in the condensed consolidated interim statement of income and
comprehensive income, and continue to be consolidated until the date that such control

ceases.

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

*A decision was issued by the general assembly for Alahjar Real Estate For construction
Company in their extraordinary meeting held on 23 May 2018 to liquidate the Company.
Therefore, the Company's balances deconsolidated when preparing the condensed
consolidated interim financial statements.An impairment provision was recorded for the
investment in Alahjar Real Estate for Construction Company .

CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the condensed consolidated interim
financial statements are consistent with those used in the preparation of the consolidated
financial statements for the year ended 31 December 2017, Except for the impact of the
Central Bank of Jordan instructions No. (13/2018) that was issued on 6 June 2018 related
to expected credit losses , and as for the remaining aspects they are subject to the
requirements of financial Accounting Standard No. (25) and until the issuance of
instructions related to Islamic banks in accordance with the requirements of Financial
Accounting Standard No.(30).

The Bank has evaluated the requirements of the Expected Credit Loss model and the
amendments related to the classification and measurement of financial instruments. The
Bank has applied the instructions retroactively and without adjusting the comparative
figures. The effect of applying the instructions was recorded on 1 January 2018 by reversing
the effect on retained earnings on the statement of shareholders' equity for self funded
investments and financing activities. As for joint investments and financing, the Expected
Credit Losses were covered by the investment risks fund.

Effect of the Central Bank instructions No. (13/2018):
The effect of the change in accounting policies on the condensed consolidated interim
financial statements as at 1 January 2018 was as follows:




Self financed:

Before . .
instructions After instructions Change
D D D
Direct credit facilities - Net 5740583 5738710 (1.873)
Banking risks reserve 300,000 . (300,000)
Jointly financed:
Before . .
instructions After instructions Change
D D D
International Wakala Investments 33861572 33470213 (391.359)
Financial assets at fair value thorugh
unristrected investment accounts 38875345 38,724,752 (150,593)
holders equity
Direct credit facilities - Net 666,670,988 665,137,556 (1533432
Self and Jointly financed:
Before 5 .
sasrpeictions After instructions Change
D D D
Other liabilities * 15331453 14757424 (574,029)

*The effect of the change in other liabilities is due to the amount of JD 189,730 related to
the provision for expected credit losses for Self financed off-balance sheet items and 1D
384,299 for the expected credit losses for jointly financed off-balance sheet items.

(3) ___ USE OF ESTIMATES

The preparation of the condensed consolidated interim financial statements and the
application of accounting policies require from the Bank's management to make estimates
and judgments that affect the amounts of financial assets, liabilities and disclose potential
liabilities. These estimates and judgements also affect income, expenses and provisions, as
well as changes in fair value that appear in each of the statement Income and
comprehensive income, shareholders' equity and the unrestricted investment accounts
holders’ equity. In particular, the Bank's management is required to make judgments and
significant estimates to measure the amounts and timing of future cash flows .These
estimates are necessarily based on assumptions and factors that have varying degrees of
estimation and uncertainty and that the actual results may differ from the estimates as a
result of changes from the conditions and circumstances of those estimates in the future.

We believe that our estimates in the condensed consolidated interim financial statements
are reasonable and consistent with the annual estimates in the financial statements for the
year 2017, except for the impact of calculation of expected credit losses based on the
instructions of the Central Bank No.(13/2018) , These estimates are detailed as follows:




Provision for impairment of sales and facilities receivables: The Bank deducts 10%
(2017: 10%) of the net revenue from the unristrected investment accounts which is
transferred to the investment risks fund in accordance with Article (55) of the Banking
Law. The expected credit losses and impairment losses of these receivables and
facilities are compared in accordance with the basis and guidelines set by the Central
Bank of Jordan.

Income tax provision: The fiscal year is charged with the income tax expense, which is
related to that fiscal year in accordance with the regulations, laws and accounting
standards. Moreover, the required deferred tax assets and liabilities and the required
tax provision are calculated and recognized.

The management periodically reviews the financial assets that are recorded at cost to
assess any impairment in value and the impairment is recorded in the financial
statements in accordance with the source of funding of investments.

A provision for legal suits against the Bank is recorded based on a legal study prepared
by the Bank's legal department, under which potential risks are identified in the future.
These studies are reviewed periodically.

The management periodically reviews the financial assets that are recorded at cost to
assess any impairment in value (if any) and are taken to the condensed consolidated
interim statement of income and comprehensive income for the period for self financed
investments or the investment risks fund for Jointly financed investments in the
condensed consolidated interim statements of financial position.

The management estimates the useful life and residual value of tangible and intangible
assets at initial recognition , and recalculates the useful lives of tangible and intangible
assets periodically for calculating depreciation and amortization based on the overall
condition of those assets and estimated future production work., The impairment
provision (If any)is recorded in the condensed consolidated interim statement of
income and comprehensive income. Factors affecting the estimated useful lives of
tangible and intangible assets include management's estimates of the expected use of
these assets by the Bank, technological development and obsolescence. In the event
that the useful lives of tangible and intangible assets differ from management's
estimates, it will therefore have a significant impact on the expense of depreciation
and / or profit and loss from disposal.

Expected credit losses:

The Bank applies a three-stage structured approach to measure expected credit losses
on facilities and investments, financial assets at amortized cost and debt instruments
classified at fair value through unrestricted investment account holders equity. Assets
are transferred during the following three stages based on the change in credit quality
since the initial recognition.

Stage (1): 12-month Expected Credit Loss

The first Stage includes financial assets at initial recognition that do not involve a
significant increase in credit risk since initial recognition or which involve a low credit risk at
the date of preparation of the financial statements. With regard to these assets, the
expected credit loss is recorded for 12 months and the profit is calculated on the total
carrying amount of the asset (without deduction of the credit premium). The Expected
Credit Losses for 12 months also result from default events that may occur within 12
months of the reporting date, and do not represent the projected cash deficit over a 12-
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month period but rather a full credit loss on an asset weighted by the probability of loss
occurring in the next 12 months.

Stage (2): Expected Credit Loss over the lifetime of exposure - No credit impairment

The second stage includes financial assets that have seen a significant increase in credit risk
since the initial recognition but there is no objective evidence that indicates a decline in
value or a default. In respect of these assets, the Expected Credit Loss is recorded over the
life of the exposure, but the profit is calculated on the total carrying amount of the asset.
The Expected Credit Loss over the life of the exposure is the expected credit loss arising
from all possible default events over the life of the instrument. The expected credit losses
are the average of the credit losses with the possibility of default being considered as the
lifetime of exposure as the weight.

Stage (3): Expected Credit Loss over the lifetime of exposure - There is an impairment in
credit

The third stage includes financial assets that have objective evidence of impairment or
default as of the date of preparation of the financial statements in accordance with
regulatory requirements. In respect of these assets, the Expected Credit Loss recognizes
the lifetime of the exposure and is treated with the profits calculated in accordance with
regulatory directives. When transferring financial assets from stage (2) to stage (3), the
percentage of provisions for these assets shall not be less than the percentage of the
provision taken before conversion.

- Priority Investment / Equal Investment Opportunities and Profit Sharing:
The principle of equal investment opportunities between the shareholders' funds and
the investment account holders is applied in the joint Mudaraba and the Bank's own
investments are shown in separate accounts from the investments funded through the
unrestricted Investment Accounts.

The unristrected investment accounts share the results of the investment profits. The
profits are distributed to the unrestricted investment accounts holders based on every
account and its proportion taking into consideration the weights of the respective
investment accounts and the terms of the account signed between the bank and the

depositor,

The Allocation of weights of the unristrected investment accounts is proposed by the
Bank's management and approved by the Bank's Sharia Supervisory Board.
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A - Self financed

Cash and balances with central banks

Balances and deposits at banks and Banking institutions
Direct credit facilities *

Financial letter of guarantees

Letters of credit and acceptances

Provision current

Difference due to

Balance in
accordance with

Distributed between watch list amounted to JD 538 and non- performing amounted to JD 54,197

B - jointly financed

International wakala investments
Direct credit facilities *

Financial assets at fair value through unrestricted
investment accounts' holders equity

Unutilized credit limits

amount re-measurement CB) instructions
D 1o i
54,735 1,873 56,608
s 12,628 12,628
. 177,102 177,102
Balance in

Provision current

Difference due to

accordance with

amount re-measurement GBI instruetio s
D D o
= 391,359 391,359
13,290,578 1,533,432 14,824,010
= 150,593 150,593
g 384,299 384,299

Distributed between watch list amounted to JD 294,932 and non- performing amounted to JD 12,995,646
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[4) CASH AND BALANCES WITH THE CENTRAL BANK.

The details of this item are as follows:

30 September 31 December
2018 2017
10 plo)

Cash on hand 15,094,652 11,169,468
Balances with the Central Bank of Jordan:

Current accounts 21,113,551 54,875,638
Statutory cash reserve 60,710,669 53,889,025
Total 96,918,872 119,934,135

- Except for the statutory cash reserve, there are no other restricted cash balances as at 30 September 2018 and 31 December 2017.

- All balances with the Central Bank are classified as stage{1) in accordance with the instructions of the Central Bank of Jordan No. (13/2018). There are no transfers
between the (first, second and third) stages or written-off balances during the nine month ended 30 September 2018, There is no nead to record a provision for for
expected credit losses for balances with the Central Bank of Jordan.

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

Stage 1 (individual)

for the period ended
30 september 2018

hls]
Balance at the beginning of the period 108,764,667
Hew balances during the period -
Repaid balances (26,940,447)
Balance at the end of the period 81,824,220
BAL E I INSTITUTI!

The details of this item are as follows:

Foreign banks and banking

Local banks and banking Institutions institutions Total
30 September 31 December 30 September 31 December 30 September 31 December
2018 2017 2018 2017 2018 2017
o b]s] Blv] D pls] D
Current and on -Demand accounts 1,030,506 647,126 6,094,032 5,923,583 7,124,538 6,570,709
Total 1,030,506 647,126 6,094,032 5,923,583 7,124,538 6,570,709

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

-There are no balances at banks and banking institutions the bank receives profit as at 30 September 2018 and 31 December 2017.

- All balances with banks and banking institutions are classified as stage(1) in accordance with the instructions of the Central Bank of Jordan No. 13/2018. There are also
no transfers between the( first, second and third) stages or written -off balances during the nine month ended 30 September 2018, there is no need to record aprovision
for expected credit losses for balances at banks and banking instituations.

The movement of balances with banks and banking institutions is as follows:

Stage 1 (individual)

for the period ended
30 september 2018

]
Balance at the beginning of the period 6,570,709
New balances during the period 7,124,538
Repaid balances (6,570,709)
Balance at the end of the period 7,124,538
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INTE IONAL ESTHE =

The details of this item are as follows:

Matures:
Within @ month
From a month to three months

From three to six months

Total International Wakala Investments

Less: Expected credit losses

Net International Wakala Investments

The movement of International Wakala Investments was as follows:

Jointly financed

30 September

31 December

2018 2017
§o] D

52,444,344 26,771,572

12,600,758 4,963,000

- 2,127,000

65,045,102 33,861,572

302,291 .

64,742,811 33,861,572

For the period ended 30 September 2018

Item Stage 1 -Individual Stage 2 -Individual Stage 3 Total
i D o] o
Balance at the beginning of the period 33,861,572 - - 33,861,572
New balances and deposits during the period 65,045,102 - L] 65,045,102
Repaid balances and deposits (33,861,572) - = (33,861,572)
Transfer to Stage 1 - - - -
Transfer to Stage 2 = = = -
Transfer to Stage 3 - - - -
Total balance at the end of the period 65,045,102 - - 65,045,102
The movement on the Expected Credit Losses provisions for the international Wakala investments as at the end of the period:
For the period ended 30 September 2018
Item Stage 1 -Individual Stage 2 -Individual Stage 3 Total
Jb 10 D 10

Total balance as at 1 January 2018 - - - z
Effect of implementing the instructions of the Central Bank of Jordan 391,359 - - 391,359
Amended balance at the beginning of the period 391,359 - ® 391,359
Impairment loss of new balances during the period 302,291 = - 302,291
Recoverable from impairment loss on balances and outstanding deposits (391,359) - - (391,359)
Transfer to Stage 1 . - - -
Transfer to Stage 2 & = . -
Transfer to Stage 3 - = = 5
Total balance at the end of the period 302,291 - - 302,291
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(7) DEFERRED SALES RECEIVABLES AND OTHER RECELIVABLES- NET

The details of this item are as follows:

Jointly financed

Self financed

Total

30 September

31 December

30 September

31 December

30 September

31 December

2018 2017 2018 2017 2018 2017
o i) ii) 1D i) D

Individuals (retail)
Murabaha to the purchase orderer 139,340,892 133,919,513 1,570,592 1,313,278 140,911,484 135,232,791
Ijara Muntahia Bittamleek - receivables 801,426 508,358 1,116 2,872 802,542 511,230
Other receivables - - 306,817 232,415 306,817 232,415
Real estate facilities 22,508,556 13,208,972 - - 22,508,556 13,208,972
Corporate
International Murabaha 18,543,484 7,122,702 - - 18,543,484 7,122,702
Murabaha to the purchase orderer 193,932,247 194,099,725 - - 193,932,247 194,099,725
Ijara Muntahia Bittamleek - receivables 1,433,236 1,370,908 = - 1,433,236 1,370,908
Other receivables - - 215,500 16,629 215,500 16,629
Small and medium enterprises
Murabaha to the purchase orderer 11,629,335 4,573,484 - - 11,629,335 4,573,484
Ijara Muntahia Bittamleek - receivables 17,222 12,576 - - 17,222 12,576
Other receivables - - 44,290 70,781 44,290 70,781
Government and the public sector 103,203,066 117,888,781 - ¥ 103,203,066 117,888,781
Total 491,409,464 472,705,019 2,138,315 1,635,975 493,547,779 474,340,994
Less: deferred revenue 45,148,487 43,743,497 243,855 210,143 45,392,342 43,953,640

Suspended revenue 969,576 897,260 - - 969,576 897,260

Expected credit losses 19,086,961 13,290,578 66,398 43,972 19,153,359 13,334,550
:"f;e‘:ie;ffa:?;‘;s recelvabla:afid 426,204,440 414,773,684 1,828,062 1,381,860 428,032,502 416,155,544

The non- performing deferred sales receivables , other receivables , facilities and Ijara Muntahia bittamleek receivables amounted to JD 18,649,058 as at 30 September
2018 representing 2.30% of deferred sales receivables, other receivables, facilities and Ijara Muntahia Bittamleek receivables ( JD 15,809,173 as at 31 December 2017
representing 2.17% of deferred sales receivables, other receivables, facilities and Ijara Muntahla Bittamleek receivables).

The non- performing deferred sales receivables , other receivables ,facilities and Ijara Muntahia Bittamleek receivables after deducting the suspended revenue amounted to
D 17,679,482 as at 30 Spetember 2018 representing 2.18% of deferred sales receivable , other receivables ,facilities and Ijara Muntahia Bittamleek receivables ( JD
14,911,913 as at 31 December 2017 representing 2.05% of deferred sales receivable , other receivables ,facilities and Ijara Muntahia bittamleek receivables).

The balance of the investment risk fund, according to the Banking Law, article (55) amounted to JD 20,248,574 as at 30 September 2018 ( 1D 17,441,008 as at 31
December 2017 ). Provision for impairment of the jointly financed facilities which is calculated based on Central Bank of Jordan instructions no.(47/2009) and based on
(watch list)portfolio amounted to JD 598,051 and the provision calculated based on "individual customer”(non-performing) amounted to 1D 13,408,988 as at 30 September

2018 ( JD 294,932 and JD 12,995,646 respectively as at 31 December 2017).

The deferred sales receivables , other receivables and facilities granted to and guaranteed by the Government of the Hashemite Kingdom of Jordan amounted to JD
103,203,066 as at 30 September 2018 representing 20.91% of the balance of deferred sales receivables , other receivables and facilities ( 1D 117,888,781 as at 31
December 2017 representing 24.85%f the balance of deferred sales receivables , other receivables and facilities).

Expected credit losses provision of the self financed facilities which is calculated based on individual customer amounted to D 66,068 as at 30 September 2018 ( 1D
54,197 as at 31 December 2017).
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- Movement of the deferred sales receivables,Ijara Muntahia Bittamleek,qard Hasan and unconverted loans(after deducting deferred revenue and suspended revenue) was as follows :

A- Self financed
For the perlod ended at 30 September 2018

Stage 1 Stage 2
Item Stage 3 Total
Individual Collective Individual Collective
o Jo plv] p o] Jo i
Total balance at the beginning of the period 509,660 5,220,170 380 7,976 57,132 5,795,318
New facilities during the period - 1,205,280 195,375 8,055 19,417 1,428,127
Repaid facilities - (574,553) (380) (7,900) (10,481) (593,314)
Transfer to Stage 1 = s = = -
Transfer to Stage 2 - (20,511) = 20,511
Transfer to Stage 3 - - - - &
Total balance atthe end of the period 509,660 5,830,385 195,375 28,642 66,0568 6,630,131
Movement of Expected Credit Losses provision of deferred sales receivables,Ijara Muntahia Bittamieek ,Qard Hasan and Unconverted loans self financed was as follows :
For the periad ended at 30 September 2018
Small and
Item Corporates medium Retail Real estate loans ﬁ‘:v:':::?:::;:f Total
enterprises
o o Jo D 1D 0

19,945 2,566 32,224 = = 54,735
Balance at the beginning of the period
Effect of Implementing the instrutions of the central bank of (59) (253) 2,185 i o 1,873
jordan
Amended Balance at the beginning of the perlod 19,886 2,313 34,409 £ = 56,608
Impairment loss on new facilities during the peried 6,459 4,469 15,244 - - 26,212
Recovered from impairment loss on repald fadilities - (1,746) {3.,913) - ] (5,659)
Transfer to Stage 1 - - (683) - * {683)
Transfer to Stage 2 - - 683 - - 683
Transfer to Stage 3 - - - -
Tetal balance at the end of the period * 26,385 5,036 45,740 = - 77,161
Redistribution:
Provisions at an individual basis 26,185 5,019 39,839 - - 71,243
Provisiens at a collective basis - 17 5,901 E = 5918

* Of which an amount of JD 10,763 belong to unconverted loans.
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. Movement of the deferred sales recelvables and Ijara Muntahia Bittamleek{after deducting deferred revenua and suspended revenue) was as follows =

B- Jolntly financed

For the pericd ended at 30 September 2018

Stage 1 Stage 2
Item Stage 3 Total
Indrridual Colective Indevidual Colective
0 o 0 el bl 0
Total balance at the baginning of the period 286,566,183 325,569,489 49,493,249 3,612,089 14,720,556 679,961,566
New facities during the period 106,595,606 92,079,567 11,254,643 1,918,812 337,918 212,576,946
Repald facities (51,726,820) (57,530,955) {20,718,074) {2,688) (2,459,753) {132,468,290)
Transfer to Stage 1 9,071,425 1,843,218 (9.071,425) (1,843,218) = z
Transfer to Stage 2 (19,953,834) (7,712,303) 19,958,834 8,004,373 (232,076) -
Transfer to Staga 3 (2,860,317) (1,657,510} (461,211) 5,009,138 -
Total balance at the end of the pericd 327,987,243 352,561,806 50,957,227 11,228,163 17,335,783 760,070,222
Movement of the provision for expected credit losses provision (deferred sales recelvables and Ijara Muntahla Bittamleak/ jolntiy financed) was as follows :
For the pericd ended at 30 Sptember 2018
Item Corporates Smﬁ;g:ﬂ:;e‘:lum Retall Real estate loans m';:';?:;‘;:‘: the Total
pla} 0 n po pis] o
Balanca of the beginning of the peried 10,587,156 33,830 1,346,095 923,437 - 13,290,578
Effect at Implementation the Instrutions of the central bank of jordan 1,119,283 (2,957) 68,021 349,080 - 1,533,432
Amended balance at the beginning of the period 12,105,444 30,933 1,414,116 1,272,517 - 14,824,010
Irperment loss on new fagities during tha period 1,431,945 223,761 634,171 3,655,940 - 5,955,817
Recovered from impairment koss on repaid faoives (534,573) {101,708) (260,348) (826,237) - (1,722,655)
Transfer to Stage 1 (2,652,685) 2,233 (221,463} (4,687) 2 (2,876,602)
Transfer to Stage 2 705,454 (2,233) (28,085) (600) - 674,335
Transfer to Staga 3 1,947,231 - 249,548 5,487 L] 2,202,265
Total balance at the end of the period 13,003,816 152,986 1,787,939 4,142,220 = 19,086,961
Redistribution:
Provislons at an Individual basis 13,003,816 £8,533 1,489,774 4,130,113 - 18,682,685
Pravisions at a collective basls - 94,003 298,165 12,107 - 404,275
Suspended ravenua
on pended was as follows:
Joirtly financed
For the period endzd 30 September 2018 For Lha year endzd 31 Decamber 2017
Retall Corporates Sm:]l":::iprr?:::um Total Retall Corporate Sma:;::fpz;::‘ham Total
v pln) pisl o 0 o) 10 o
Ba'ance at the beginning of the periodfyear 203,447 693,320 493 697,260 150,326 481,972 * 632,293
Add: suspended revenus during the peried/year 102,666 129,975 1,659 234,300 158,955 211,348 493 370,802
Less: suspended revenus trasfered to revenua 595,259 €65,695 - 161,534 105,835 - s 105,840
Balance at the end of the period/year 210,824 756,600 2,152 569,576 203,447 693,320 493 597,260
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Tha deta's of this item 2re 23 follows:

Jointly financed

30 September 31 December
2018 2017
0 0
Quoted Financial Assels ¢
Corporate Shares 633,753 1,112,355
Istarmic Suknk 22,448,293 29,311,683
Total quoted Financial Assets 23,082,051 30,424,068
Unquoted Financial Assels
Cerparate Shares 175,518 194,477
Istamic Sukak 7,224,700 8,256,800
Total unquoted financial assels 7,400,218 8,451,277
Total Financial Assets At Fair Value Through
Unrestricted investment accounts holders 30,482,269 38,875,345
equity-net
Less: Expectzd Credt Losses provision of fnancial assets 151,954 -
Met Financial Assets At Fair Value Through Unrestricted investment accounts holders equity 30,330,315 38,875,345

Finzncial assets stated at cost amounted ta JD 7,400,218 as at 30 September 2018 (amounted to 8,451,277 as at 31 December 2017),tha fair value of these assels Is dose to tha back wvalug asat 39
septembar 2018,

~ The movement of the total financlal assels at fair valuz thiough unrestricted investmant accounts® holders equity for the period ended 30 September 2018:

em Stagel -Individual Stage2 -Individual Staged Total
n i o 0

Fair value as at the beginning of the period 33,875,345 - = 33,875,345
Kew investmzats during the pericd 4,153,870 1,418,553 - 5,572,423
Mztured 374 so'd investments (14,172,450) = = (14,172,450)
Changa in far value 206,931 % = 206,931
Transfer to Staga | - - = -
Transfer to Staga 2 . - - -
Transfer to Staga 3 2 & = .
Total balance at the end of period 19,063,716 1,418,553 . 30,482,269

- Movement of the Expacted Credit Losses provision for the financial assets at fair value through unrestricted investment accounts’ holders equity for the period ended 30 September
2018:

p—— Stagel «Individual Stage2 -Individual Staged Total
o o o o
Ba'asce at the beginning of the periad - - - -
Effect of impleme-ting CAJ instructions 150,593 - - 150,593
Amendsd ba'ance as of the begnning of the pericd 150,593 > - 150,593
Impairment 1955 on rew investmants during tha period 9,770 19,256 - 29,026
Recovered from loss of Matured and seid investments (27.665) - Z (27,665)
Transfer to Staga 1 - - - .
Trassfer to Stage 2 - - e N
Trassfer ta Stage 3 - - - -
Total balance at the end of period 132,698 19,256 . 151,954
9) FINANCTAL ASSETS AT AHORTIZEO COST
Tha data’s of this item are 33 foloas:
Jantly financed
30 Septemiber 31 December
2018 2017
0 o

Unquoted Financial Assets:
Istamic Sukuk 92,191,000 54,878,000
Total unquoted Financial Assets 92,191,000 54,878,000
Total Financial Assets at Amortized Cost- Net 92,191,000 54,878,000

- The assets mentionad abova mature during the years 2021, 2022 and 2023,

- haresd to record expected oredit losses provis'en aganst Fnandal assets at amortized cost since these sukuk are guarantesd by the Jordanian Governmant,
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11) OTHER ASSET.

The details of this item are as follows:

30 September 31 December
2018 2017
o D

Checks under collection 135,145 =

Seized assets by the Bank against debts-Net** 4,748,849 3,977,948
Prepaid expenses 1,495,760 1,380,945
Accrued revenue 964,240 833,834
Stationery and printing inventory 169,038 140,861
withholding income tax 169,133 61,660
Petty cash 106,677 84,465
Other account receiavables 621,915 254,646
Advance payments on investments * 888,207 65,628
Others 908,834 727,189
Total 10,207,798 7,527,176

This item includes an amount of JD 869,100 represents a payment for the bank’s investment in Islamic Banks Group Company to contribute in
companies(under establishment) , and an amount of JD 19,107 represents a payment for the bank’s investment in Jordan Islamic Banks Company for

Investment Activities( under establishment ).

The movement of the seized assets by the Bank against debts was as follows:

For the year ended

For the period ended 30 September 2018 31 December 2017
; Seized real
Seized real estates - ogpat0- jointly Total Total
self financed
financed
D D D D
Net balance at the beginning of the period/year 621,211 3,356,737 3,977,948 3,969,355
Additions - 3,662,024 3,662,024 599,629
Amortization (282,209) (2,544,533) (2,826,742) (591,036)
Total 339,002 4,474,228 4,813,230 3,977,948
Provision for impairment losses/jointly financed R (64,381) (64,381) _
Net balance at the end of the period/year 339,002 4,409,847 4,748,849 3,977,948

Central Bank of Jordan regulations requires the disposal of seized assets during a maximum period of 2 years from the date of repossession,and in some
cases the Central Bankof Jordan can exceed the period for additional 2 years.

The recorded provision for seized assets against debts that violates article no.(48) of bank law no.(28) for the year 2000 and its amendments the
provision for seized real estates /self financed amounted to JD 343,441 as at 30 September 2018 and 31 December 2017.

=26 =




{12} INCOME TAX

A- Income tax provision

The movement of the lcome tax provision is as follows @

For the period ended For the year ended
30 September 2018 31 December 2017
B o

Begining balance for the period/year 2,603,048 2,438,733
Income tax expense 3,488,817 3,043,382
Add: Previous years adjustments 186,834 -
Less : income tax paid (3,415,806) (2,312,785)
Less: Income tax paid for the period/year = {566,282)
Ending balance for the period/year 2,862,893 2,603,048

B- The income tax expense presented in the Condensed Consolidated Interim Statement of Income and Comprehensive Income consists of the following:

For the period ended 30 September

2018 2017
D pv]
Income tax expense for the period fyear (3,488,817) (2,239,848)
Add: Previous years income tax (186,834) -
Total (3,675,651) (2,239,848)

The Bank (Parent Company):

The Bank obtained a final settlement from the Income and Sales Tax Department up to end of the year 2013.The years 2014 and 2015 were audited by the Income and Sales Tax Department and it is still
pending the court,the Income and Sales Tax Department didn’t approve the legal expenses for the related years and in addition not to deduct gain from sale of real state due to considering it as capital gain.

The Bank submitted its tax declarations for the years 2016 and 2017 and were not audited by the Income and Sales Tax Department yet up to the date preparing of the condensed consolidated interim financial
statements.

The Subsidiary :

Misc for Brokerage company : the company submilted its tax declarations for the years 2011 ,2012 and 2013 which were audited by the Income and Sales Department and it is still pending the court
decision to carry forward the accumalated losses without any tax effect.The tax declerations related to the years 2014,2015,2016 and 2017 were submitted and final settlement was obtained in relation to the
tax for the year 2014. Tha years 2015 and 2016 were accepted according to the sampling system issued by the Income and Sales Tax Department. The tax declerations related to the year 2017 were not
audited yet up to the date of preparing the condensed Interim financial statements.

In the opinion of the Bank’s management, all pravisions taken in the condensed consolidated interim financial statements are sufficient for all tax liabilities,

C- Deferred tax assets

The details of this item are as follows:

For the period ended 30 September 2018 31 December 2017
Beginning Balance Released Additional Ending Balance for Deferred Deferred
Amounts Amounts the period tax tax
10 pla] i i i plo]
Deferred tax assets - self financed
End of services Indemnity provision 23,818 - - 23,818 8,336 8,336
lawsuits against the bank Provision 60,785 - - 60,785 21,275 21,275
Impairment provision for seized assets 343,441 - - 343,441 120,204 120,204
Legal expenses 1,500,000 - - 1,500,000 450,000 450,000
Total 1,928,044 - - 1,928,044 599,815 599,815
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For the period ended For the year ended

30 September 2018 31 December 2017

D pls]
Balance at the beginnning of the period / year 599,815 599,815
Balance at the End of the period / year 599,815 599,815

*There Is no material impact from the implementation of CBJ instructions No.(13/2018) on deferred tax assets related to expected credit losses and re-
financial assets.

(13) OTHER LIABILITIES
The details of this item are as follows:

30 September 2018 31 December 2017

1D D
Accrued expenses 1,170,872 892,459
Certified cheques 2,512,369 1,489,006
Expected credit losses for Off - balance sheet items-self financed(Hote 28) 119,423 =
Expected credit losses for unutilized credit limits - Jointly financed(Note 28) 394,871 =
Shareholders and customers deposits 3,579,147 2,841,316
Customers’ share of profits from unrestricted investment 8,569,883 7,211,310
Temporary deposits 1,995,733 1,356,383
Transactions in transit 21,844 1,774
Visa company Claims 656,872 460,845
Others 1,213,058 1,078,320
Total 20,234,072 15,331,453
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» Expected credit losses

Expected credit loss of indirect facilities

A-Self financed

- Movement on indirect facilities for the period ended 30 September 2018:

Stage i Stage 2
Item Stage 3 Total
Collective Individual Collective Individual
o o] o 10 ple] plo]
Total balance at the beginning of the period - 48,399,990 - 1,492,129 49,692,119
New exposures during the period 2 2,837,894 - 10,000 2,847,894
Matured/derecognized exposures - (40,499,942) - (614,544) (41,114,486)
Transfer to Stage 1 - 844,035 (844,035) -
Transfer to Stage 2 - (5,000) 5,000 -
Transfer to Stage 3 - - - -
Total balance at the end of the period 11,576,977 - 48,550 11,625,527
Movement on the expected credit losses provision for Indirect facilities /self financed for the period ended 30 September 2018:
Stage 1 Stage 2
Item Stage 3 Total
Collective Individual Cellectiva Individual
1D 10 o] b pls] D

Balance at the beginning of the period < - - £ -
Effect of implementing CB) instructions No.(13/2018) - 180,739 - 8,991 189,730
Amended balance at the beginning of the period - 180,739 - 8,991 189,730
Loss on new exposures during the period ] 46,554 - 90 46,644
Loss of matured / derecognized exposures - (113,219) - (3,732) (116,951)
Transfer to Stage 1 - 4,957 (4,957) =
Transfer to Stage 2 - (4) - 4 =
Transfer to Stage 3 - - = - i
Total balance at the end of the period - 119,027 - 396 119,423
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» Expected credit [osses

Expected credit loss of indirect facllities

B -Jointly financed

. Movement on indirect facilities for the period ended 30 September 2018:

Stage 1 Stage 2
Item Stage 3 Total
Collective Individual Collective Individual
hlv] Bo] 0 ho} o} 0
Total balance at the beginning of the period - 78,912,677 - 3,548,455 - 82,461,132
New exposures during the period = 36,970,841 * 1,691,962 38,662,803
Matured / derecognized exposures - (55,877,456) = (2,763,214) (58,640,670)
Transfer to Stage 1 - 788,774 - {788,774) =
Transfer to Stage 2 - - - - -
Transfer to Stage 3 - - - - -
Total balance at the end of the period - 60,794,836 = 1,688,429 62,483,265
" Movement on the expected credit losses indirect facilities /jointly financed for the period ended 30 September 2018:
Stage 1 Stage 2
Item Stage 3 Total
Collective Individual Collective Individual
D 1D s} B[»] v o]

Balance at the beginning of the period - - & - - -
Effect of implementing CB] instructions No.(13/2018) - 369,705 - 14,594 - 384,299
Amended balance at the beginning of the period - 369,705 = 14,594 - 384,299
Loss on new exposures during the period - 195,366 = 71,673 267,039
Loss of matured /derecognized exposures & (247,263) - (9,204) (256,467)
Transfer to Stage 1 = 3,801 = (3,801) - -
Transfer to Stage 2 - - - - - =
Transfer to Stage 3 - - - - - -
Total balance at the end of the period - 321,609 - 73,262 - 394,871
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{14) UHRESTRICTED INVESTMENT ACCOUNTS

The detals of this tem are as fot'ons:

30 September 2018

Saving accounts
Term accourits/ Investing deposts

Certificates of investing deposit

Total

Depesitors’ share from investments’ reveruz

Total unrestricted investment accounts

Sa¢ing accourts
Term accountsy Investing deposts

Certificates of investing depost

Total

Depostors' share from investments’ revenu2

Total unrestricted investment accounts

Baniks and
Sma'l end medum Goeernment and the Finandal
Ratal Corporate enterprises Public sector Institutions Tctal
o o o Bl plo] pla]
67,412,847 14,440,975 1,592,854 284,450 = 83,731,126
428,195,110 88,984,228 54,925,121 33,289,312 994,884 606,368,655
26,525,283 3,610,556 3,350,301 12,624,322 9,659,649 55,770,111
522,133,240 107,035,759 59,868,276 46,198,084 10,654,533 745,889,892
12,477,277 2,538,721 1,551,115 1,257,004 345,467 18,169,584
534,610,517 109,574,480 61,419,391 47,455,088 11,000,000 764,059,476
31 December 2017
Banks and
Sma and medum Governmental and Publc Finanaal
Retal Corporate erterprises sector Insbitutions Total
o o o plo] piv) ple]

51,951,272 4,610,509 138,518 10,606 - 56,750,505
388,232,370 64,112,259 61,793,069 21,895,787 - 536,033,485
16,843,403 8,733,479 2,426,506 7,764,818 4,845,927 40,614,133
457,067,045 77,456,247 64,358,093 29,671,211 4,845,927 633,398,523
13,856,152 2,433,966 2,115,302 962,523 154,073 19,522,616
470,923,197 79,890,213 66,473,995 30,633,734 5,000,000 652,921,139

: Unrestricted investment accourits shace of profit is ca'cu'ated based on tha folloaing weights

20% to 31% of tha minimum ba'ance of saving accounts in Jordanian Dinar.

14% to 25% of the mnimum ba'ance of $aving 2ccounts In forelgn currendes.

39% to 90% of the avarage term accourts in Jordanian Dinar,

16% to 47% of the average term accounts In foreign currendes.

90% of the gverege balances of investing certificates of deposit in Jordanian Dinar,

80% to BS% of avéraga balances of certificates of investing depost in foreign currendes .

The general percentage of tha profit on the Jordanian Dinar for the period ended 30 september 2018 was 3.75% (for the pericd ended 30 Septembar 2017 was 3.16%).

The general parcentage of the profit on USD for the pericd ended 30 September 2018 was 1.63% (for the peried endad 30 September 2017 was 1.26%).

The unrestricted Investmant accounts for tha Govarnment and Pubiic sactor amounted to JD 47,455,088 as at 30 September 2018, which represents 6.21% of the total unirestricted investment accounts (JD 30,633,734 as at 31
December 2017:  which represents 4.69% of the total unrestricted investment accounts ).

The restricted accounts amounted to JD 1,865,228 a5 at 30 September 2018 which represents 0.24% of the total urrestricted investmert (D 72,052 as at 31 December 2017 which represent 0.01% f the total unrestricted

Invastment ).

The dermant accounts a5 2t 30 September 2018 amounted to JD7,871,880 (JD 1,177,489 2s at 31 December 2017).

=




INVESTMENT RI D

The movement of the investment risks fund was as follows:

Balance at the beginning of the period/year

Additions: transferred from unrestricted investment revenues during the

period/year
less : written-off debts

Less: losses from sale financial assets at fair value through unrestricted

Investment accounts holders equity related to previous years *

Less: accrued income tax

Balance at the end of the period/year

For the period ended
30 September 2018

For the year ended
31 December 2017

D D
17,441,008 14,563,298
4,540,990 5,097,073
3,970 -
217,687 669,827
1,511,767 1,549,536

20,248,574 17,441,008

_ The investment risk fund balance will be transferred to the Zakat fund in case of liquidation.

_ The Central Bank of Jordan approved the deduction of the percentage to 10% starting from 1 January 2018 (2017:10%)

These represent prior years losses resulted from the sale of shares and sukuk from the portfolio of financial assets at fair value through unrestricted
investment accounts holders equity based on article no.( 12.4 ) and (15) of the policy outlining the relationship of the bank as Mudarib and the
owners of unrestricted investments(Rab-al-mal), where it stipulates that if losses resulted from unrestricted investment transactions that were
initiated in prior years,these losses would be covered through the Investment Risks Fund.

Investment risks fund balance is distributed as follows:

Balance at the end of the period/year

Against ECL for Financial assets at fair value through unrestricted

investment accounts' holders equity

Against ECL for International Wakala investments
Agalnst ECL for Tjara Muntahia Bittamleek receivable
Against ECL for deferred sales receivables

Against ECL for unutilized credit limits/ Jointly financed
Against impairment of seized assets by the Bank

Remaining balance

Note 30 September 2018 31 December 2017
i) D

20,248,574 17,441,008

8 151,954 &
6 302,291 -
7 4,580,229 3,103,632
7 14,506,732 10,186,946
13 394,871 =
i1 64,381 -
248,116 4,150,430

The remaining balance (the undistributed part) relates to the unrestricted investment accounts.

The movement of income tax on investment risks fund was as follows:

Balance at the beginning of the period/year

Income tax on transferred revenue from investment accounts

Less: Income tax paid

Balance at the end of the period/year

<39 =

For the period ended

For the year ended

30 September 2018 31 December 2017
1D ilo}
1,695,297 1,597,067
1,511,767 1,549,536
(1,679,313) (1,451,306)
1,527,751 1,695,297




(16) PAID UP CAPITAL AND STATUTORY RESERVES

iD L

The authorized and paid in capital amounted to JD 100,000,000 consisting of 100,000,000 shares, at a par value of ]D 1 per share as at 30 September

2018 and 31 December 2017.

STATUTORY RESERVES

The bank has not deducted any statutory reserves according to Jordanian Companies' Law since these consolidated financial statements are condensd

interim financal statments that is done at the end of each year.

(17) RETAINED EARNINGS

Movement on retained earnings was as follows:

Item

30 September 2018

31 December 2017

Balance at the beginning of the period/year

Effect of implementing CBJ instructions No.(13/2018)

The amended Balance as at 1 January 2018

(Loss) on sale of financial assets through sharehaolders' equity-self financed

(Transferred) to reserves
Dividends distributed

Disposal of a subsidiary company
Profit for the year

Balance at end of period/year

18) Fair value reserve-Jointly financed

movement on fair value reserve -Jointly financed was as follows :

Fair value reserve for financial assets at fair value through
unrestricted investment accounts’ holders equity

D D

14,971,250 10,132,368
108,397 -
15,079,647 -
(4,748) .

g (875,073)
(5,000,000) -

19,116 6,605

- 5,707,350

10,094,015 14,971,250

For the period ended

30 September 2018

for the year ended

31 December 2017

Balance as at 31 December 2017
Effect of implementing CB) instructions No.(13/2018)
The amended balance as at 1 January 2018

Unrealized profits(losses)from debt instruments

Loss on sale of equity instruments at fair value through unrestricted investment

accounts' holders equity which was transferred to investment risks fund
Unrealized (loss ) from shares
(Gain) on sale of financial assets

Balance at the end of the period/year
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1D 1D

(820,121) (976,767)
(820,121) (976,767)
56,039 (232,145)
217,687 669,827
(59,112) (233,966)
(7,623) (47,070)
(613,130) (820,121)




{19) DEFERRED SALES REVENUE

The details of this item are as follows:

Individuals(Retail)

Murabaha to the purchase orderer

Real estate facilites

Corporate

International Murabaha

Murabaha to the purchase orderer
Small and medium enterprises

Murabaha to the purchase orderer

Total

For the period ended 30 September

2018 2017
Jointly financed Self financed Jointly financed Self financed

plv] b[»] o D
8,643,721 66,032 7,839,851 61,521
1,142,601 =3 767,427 -
239,453 = 123,179 =
11,964,105 = 11,317,130 -
520,018 - 219,478 -
22,509,898 66,032 20,267,065 61,521

The details of this item are as follows:

Shares dividends
Galns on sale of financial assets

Istamic Sukuk profits

Total

Jointly financed

For the period ended 30 September

2018 2017
0 10
46,633 55,562
56,775 74,867
946,647 717,517
1,050,055 847,946

{21) (LOSSES) FROM FINANCIAL ASSETS AT FAIR VALUE THROUGH STATEMENT OF INCOME

The details of this item are as follows:

Jointly financed

For the period ended 30 September

2018 2017
Realized gains Unrealized losses Dividends Total Realized gains Unrealized losses Dividends Total
pln] pI>] plo] pls] D plo] p1o) D
Islamic Sukuk (8.401) = = (8,401) - -
Total (8,401) - - (8,401) - -
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2) BANK FI D REVE

The details of this item are as follows:

For the nine month period ended 30 September

Note 2018 2017
D 10

Ijara Muntahia Bittamleek revenue 441,845 400,244
Deferred sales revenue 19 66,032 61,521
Cash dividends - financial assets at fair value through shareholders’

equity- self financed 500 2
Total 508,377 461,765

2 NI ER E

The details of this item are as follows:

Profit for the period

Weighted average number of shares

Basic and diluted earnings per share for the period

24 HA ASH EQUIVALE

The details of this item are as follows:

Cash balances with CB] maturing within three months
Add: cash at banks and banking institutions maturing within three months

Less: banks and financial banking accounts maturing within three months

Total

-35-

For the nine month period ended 30 September

2018 2017
D D
6,056,492 4,130,909

100,000,000

JD/Fils

100,000,000

JD/Fils

0/060

0/041

For the nine month period ended 30 September

2018 2017
D D
96,918,872 150,736,088
7,124,538 6,219,227
(910,020) (2,572,861)
103,133,390 154,382,454
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{26) BANK'S SEGHENT INFORMATION

a. Information on the Bank's Activities

The bank s structured for administrative purposes where sectars are measured to the reports that are used by executive director and main decision maker at the bank through three major business

sectors

Retail Accounts :

This sector handles following upon the unrestricted investment accounts, deferred sales recelvables, facilities, and other banking services related to retail.

Institutions Accounts

This sector handles unrestricted investment accounts, deferred sales receivables, facilities and other banking services related to Institutions .

Treasury:

This sector handles the services of brokerage, treasury and management of the Bank’s funds.

Information en the Bank's segments accarding to activities Is as follows:

Total revenue (joint and self financed)

Investment risks fund share of joint Investment
accounts holders revenue

Results of segment’s operations
distributed expenses

Undistributed expenses

Profit for the period before tax
(Income tax expense) for the period

Profit for the period

Segments’ assets
Undistributed assets

Total assets

Segments’ liabilities and total unrestricted investment
accounts' holders equity

Undistributed liabilities

Total Liabilities, Unrestricted Investment Accounts
Holders and Investment risks fund

Capital expenditure

Depreciation and amortization

For the nine months period ended 30

September
Retail Institutions Treasury Others 2018 2017
o] D is) o] 1D D
14,893,302 12,519,180 3,817,016 696,869 31,926,367 26,607,574
= - = (4,540,990) (4,540,990) (3,703,253)
14,893,302 12,519,180 3,817,016 (3,844,121) 27,385,377 22,904,321
(1,184,626) (682,214) (267,031) - (2,133,871) (2,121,619)
- - - (15,519,363) (15,519,363) {14,411,945)
13,708,676 11,836,966 3,549,985 (19,363,484) 9,732,143 6,370,757
2 - = (3,675,651) (3,675,651) (2,239,848)
13,708,676 11,836,966 3,549,985 (23,039,135) 6,056,492 4,130,909
30 September 2018 31 December 2017
plsl 10
370,245,037 355,550,483 210,157,596 - 935,953,116 793,499,400
= - 2 138,896,404 138,896,404 164,303,240
370,245,037 355,550,483 210,157,596 138,896,404 1,074,849,520 957,802,640
697,254,251 119,583,215 96,087,237 = 912,924,703 797,733,422
= = - 22,899,494 22,899,494 21,923,728
697,254,251 119,583,215 96,087,237 22,899,494 935,824,197 819,657,150
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For the nine months peried ended 30

September
2018 2017
> 1D
3,842,483 1,445,147
1,850,033 2,151,914




Information on Geographical Distribution
The fellowing disclosure represents the geographical distribution. The Bank performs its operations mainly in the Hashemite Kingdom of Jordan which represent local operations.

Distribution of the Bank's revenues, assets and capital expenditure according to geographical area is detailed as follows:

30 September 2018 31 December 2017
Inside the Kingdom  Outside the Kingdom Total Inside the Kingdom oiﬁi‘;’::l:e Total
o Blo] 1o o 1D D
Total assets 963,074,163 111,775,357 1,074,849,520 881,583,100 76,219,540 957,802,640
30 September 2018 30 September 2017
Inside the Kingdom  Outslde the Kingdom Total Inside the Kingdom o‘;(ﬁg’:n'r:e Total
i]o] 1D Bl 10 s} o}
Capital expenditure 3,842,483 - 3,842,483 1,445,147 - 1,445,147
Total revenue 30,194,948 1,731,419 31,926,367 25,655,160 952,414 26,607,574

(27) CAPITAL MANAGEMENT

The Bank’s management takes into consideration the Central Bank of Jordan requirements which require the Bank to have sufficient self financed resourses to cover certain
percentage of its risk welghted assets based on the nature of the finance given and the direct investment made. Accordingly, the capital considered for the purpose of the Central
Bank of Jordan requirements is the regulatory capital (both basic and additional capital) .

Capital management aims to invest the Bank’s fund in various risk weighted investments (low and high risk) to ensure that the Bank gets a better rate of return and to maintain a
capital adequacy of 12% as required by the Central Bank of Jordan.

Capital adequacy ratio is calculated as at 30 September 2018 based on the regulatery capital Regulation issued by Central Bank of Jordan number (72/2018) according to standard
number (15) issued by IFSB and in accordance with article (99/8) of the Banks Law knowing that the sufficiency at the part capital as of the 31 of December 2017 was calculated
based on the Islamic Banks instatutions on the capital No.(50/2010) issued by the CB) based on No.(99/B) of Banks law. The capital adequacy Is detailed as follows :

30 September 2018 31 December 2017

1D"000 1D"000
Basic capltal ltems 137,066 130,243
Paid up capital 100,000 100,000
Retained earnings 10,094 14,371
Statutory reserve 22,875 22,875
The Bank's share of the fair value reserve in full if the funds are mixed (322) -
profit for the period after tax and after proposed dividends 6,056 2
Proposed dividend distribution - (5,000)
Intangible assets (1,589) (1,450)
The Bank’s share in the deficit of investment risks fund - (546)
The bank’s share in the capital of insurance companies - (7)
Investments in non-consolidated subsidiaries' capital accounts with bank’s accounts (48) @
Additional capital - 2,452
The Bank's share of the fair value reserve - (397)
General banking risk reserve - 2,856
The bank’s share in the capital of insurance companies - (7)
Supporting capital 1,285 -
Self financed general banking risks reserve and the bank’s share from the General banking risks reserve
(joint) (not to exceed 1.25% of the weighted of financial assets weighted by credit risks) 1,317 <
Investments in non-consolidated subsidiaries' capital accounts with bank accounts (32) -
Total regulatory capital 138,351 132,695
Total risk weighted assets 456,672 429,521
Capital adequacy ratio (%) %30.30 %30.89
Basic capital ratio (%) %30.01 %30.32
First slide ratio Tier 1 (%) %30.01 %30.89
Second slide ratio Tier 2 (%) %0.28 %0.00
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TINGE ITME E SHEE

A- Contingent credit and commitments/self financed

30 September 2018 31 December 2017

3o] D

Letters of credit 8,929,328 5,515,404
Acceptances 443,455 41,983,881
Letters of guarantees:

Payment 991,814 1,249,115
Performance 1,173,763 1,080,654
Others 87,167 63,065
Total 11,625,527 49,892,119
B. Contingent credit and commitments/jointly financed

Unutilized credit limits 62,483,265 82,461,132
Total 62,483,265 82,461,132

The expected credit losses recorded against contingent credit commitments/self financed ammounted to JD
119,423 as at 30 September 2018 recorded in the other liabilities ( note 13).

The expected credit losses recorded against contingent credit commitments/jointly financed ammounted to JD
394,871 as at 30 September 2018 recorded in the other liabilities ( note 13).

A letter was received by the Bank from the Central Bank of Jordan on 9 march 2016 along with a copy of the
Prime Minister's letter and the legal opinion issued by the Legislation and Opinion Bureau regarding the balances
of the so-called " The accounts of differences in interest rate of the loans given to the Industrial Development
Bank previously". In response the management here assures that during the year 2010 the bank has recorded all
balances of the Interest differences deposits( which relates to external loans granted to Jordanian institutions)
to the Ministry of Planning and International Cooperation upon their request. Whereas the subject related to the
Interest differences on the loans given to the Industrial Development Bank previously, in the management's
opinion and the legal opinion, all the procedures followed by the Bank in relation to this subject are correct and
have no effect on the accompanied condensed consolidated interim financial statements.

29) L ITS AGAINST THE B
The Bank is defendant in number of lawsuits amounted to 1D 2,489,086 as at 30 September 2018 ( JD 2,512,624
31 as at December 2017). Management and its legal advisor believes that the lawsuits provision which amounts
to JD 60,785 is sufficient to face any liabilities that may arise from lawsuits.

(30) STANDARD ISSUED AND NOT YET IMPLEMENTED

The Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) has issued financial
accounting standard 30 "Impairment, credit losses and onerous commitments”, which aims to establish the
principles of accounting and financial reporting for the impairment and credit losses on various Islamic financing,
investment and certain other assets of Islamic Financial Institutions. The requirements of this standard regarding
expected credit losses are similar to those of IFRS 9 in accordance with CB] instructions no.(13/2018). This
standard shall be effective from the financial periods beginning on or after 1 January 2020, early adoption is

permitted.

(31) COMPARATIVE FIGURES

The comparative figures for the year 2017 balances in the condensed consolidated interim financial statements
were reclassified to correspond with 30 September 2018 presentation. The reclassifications did not have any
effect on profit and equity for the year 2017.
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[32) FAIR VALUE HIERARCHY
The standard requires the identification and disclosure of a level in the falr value hierarchy In which fair value measurements are categorized in full and the fair value measurements are classified according to the

levels specified In IFRS. The difference between level (2) and level (3) for fair value measurements means assessing whether Information or inputs are observable and the importance of information that is not
observable, which requires careful judgment and analysis of the inputs used to measure falr value including consideration of all factors affecting original or obligation.

i figandatiiakies i T

Some of the financial assets and financial liabilities are measured at fair value at the end of each reporting peiod,the following table gives information about how the fair value of these financial assets and
financial liabilities are determined{valuation techniques and key inputs).

Fair value as at

Relationship of

Fair value Yatuation Significant unobservable
Financial Assets/Financial Liabilities 30 September 2018 31 December 2017 techniques and key . 5
hierarchy Inputs uncbservable inputs to fair
P value
ple] plv]
Financial assets at fair value
through shareholders’ equity -
self financed
Quoted shares < 17,700 Level 1 Q”°"*:1;"r$e";“da‘ Hot applicable Hot applicable
Financial assets at fair value
through unrestricted investment
accounts’ holders equity
Quoted shares 633,753 1,112,385 Level 1 Q‘”“":n'a”rfe";““a' lot applicable Not applicable
Quoted sukuk 22,448,298 29,311,683 Level 1 Quated in finarclal Not applicable Not applicable
markets
Financial assets at fair value
through unrestricted investment
accounts' holders equity
Equivalent Financial
Unquoted shares 175,518 194,477 Level 1 Inateihent lot applicable Not applicable
Unquoted sukuk 7,224,700 8,256,800 Level 1 Eq”"fé::‘f:j:‘;‘z;"a‘ lNot applicable Hot applicable

Total 30,482,269 38,893,045

There were na transfer between level 1 and 2 during the nine month period ended 30 Septernber 2018 and the year 2017,

Except what is detailed in the following table we believe that the book values of financial assets and financial liabllities recognized In the Bank's financial statements approximate their fair values.

30 September 2018 31 December 2017
Book value Fair value Book value Fair value Eaix: value
hierarchy
o o] p o] pln]

Financial assets not measured at
fair value
Deferred sales receivables and other 428,032,502 473,424,844 416,155,544 460,109,184 Level 2
receivables
Financlal assets at amortized cost 92,191,000 92,625,775 54,878,000 55,315,243 Level 2
Total financial assets not
measured at fair value 520,223,502 566,050,619 471,033,544 515,424,427
Financial liabilities not measured
at fair value
Customers’ current accounts and
unrestricted investment accounts 899,311,003 907,880,886 772,990,104 780,201,414 Level 2
Cash margin Investment accounts 11,258,869 11,258,869 22,746,048 22,746,048 Level 2
Tota) nnanclal labilites not 910,565,872 919,139,755 795,736,152 802,947,452

measured at fair value

For the above items, the fair value of the second and third level financial assets and liabilities has been determined in accordance with agreed pricing models that reflect the credit risk of the parties to be dealt
with,
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(33) CREDIT RISKS

Definition of the Bank's Implementation of Default and the Mechanism of Handling
Default,

The instructions of the Central Bank of Jordan regarding the concept of default are applied.
where the facilities shall be considered as defaulted (Non-performing) if the maturity or the
maturity of one of its installments is equal to or more than 90 days or there are clear
indications that the facilities may be defaulted .The possibility of non-payment from the
financial Sukuk, International Murabaha and International Wakala in banks and banking
institutions also falls into Bank's default concept.

Payment of due installments are monitoring through the specialized departments within a
general framework and policies approved for this purpose.

The Bank's Internal Credit Rating System and Its Working Mechanism.

Safwa Islamic Bank applies an Internal Credit Rating System for Corporate Banking services
Department clients which is a standard process to classify the clients in terms of the degree of
credit risk to which the Bank is exposed on a periodic and regular basis, where the
classification process Is based on qualitative and quantitative credit criteria and approach

approved by the Bank's Board of Directors.

The credit rating system is a tool for assessing the creditworthiness of corporate clients and
for improving the quality of the credit decision as well as being considered the base of
development of the credit risks management system in accordance with the requirements of

Basel and IFRS 9.

The credit rating includes two ratings one of them at the client level (Obligor Risk Rating
(*ORR") and the other at the facilities level (Facility Risk Rating “FRR"); the credit rating
system is the base for calculating the probability of default (PD) as well as the losses in default
within the concept of loss given default (LGD).

The Credit Rating System (ORR) determine into ten grades and detailed as follows:

- From level 1 to level 6 for performing facilities where the first grade is the best.
- Level 7 for watch-list facilities.
- From level 8 to level 10 for non-performing facilities.

The client is rated at least once a year in terms that no credit event occurs during the year.

The Bank continuously seeks to review and develop the credit rating system in accordance
with international best practices and to meet international and local legislative requirements.

The Mechanism of Calculating the Expected Credit Losses (ECL)

The mathematical model for calculating the expected credit loss in accordance with CBJ
instructions is as follows:

Expected Credit Loss = Probability of Default * Exposure at Default * Loss Given Default

The calculation of expected credit loss (ECL) depends on the calculation of the following
variables:

1. Probability of Default (PD)
Definition and Mechanism of Calculating and monitoring the Probability of Default

(PD):
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The probability of default is the probability of irregularity in repayment where it
measured for the purpose of calculating the expected credit loss for each stage of
Expected Credit Losses stages based on historical data that reflecting historical default
rates as well as stress testing associated with macroeconomic factors, where the
probability of default is calculated for 12 month period for stage 1 facilities and for the
lifetime for stage 2 & 3 facilities, The Bank has set a PD ratio for corporate and
investment portfolio on an individual basis, while it has set a general PD ratio for each
product of retail portfolio on a collective basis.
2. Exposure at Default (EAD)

Definition and Mechanism of Calculating and monitoring the Exposure at Default
(EAD):
The exposure of default is the amount of potential exposure at risks through a future-
looking based on the period of time during which the default is likely to be occurred
where it measured for the purpose of calculating the expected credit loss for each
stage of Expected Credit Losses stages where the exposure at default (EAD) factor is
used on-balance exposures and cash transfer factor (CCF) for off-balance exposures
(financial letters of guarantee, letters of credit and acceptances and Unutilized credit
Limits). Exposure at default (EAD) is calculated by the total facilities for the first and
second stage and net facilities for the third stage.

3 Loss Given Default (LGD)
Definition and Mechanism of Calculating and Controlling the Loss Given Default (LGD):
The loss given default is the amount of loss that arises as a result of defaulted that
calculated by considering the collateral and sources available to the bank to recover
the credit balance in case of default ,where it measured for the purpose of calculating
the expected credit loss for each stage of Expected Credit Losses stages by calculating
the recoverable amount of the different collateral (Cars, Real Estate, Cash margins,
Land, Machinery, Equipment and Vehicles) provided to the Bank against the facilities
granted and legally documented into credit contracts through a conversion factor for
each type of collateral taking into account the timing of access to the collateral and
their conversion into cash (expected cash flow and timing).

Probability of Default (PD), Exposure at Default (EAD) and Loss Given Default (LGD) are
periodically followed upon by preparing reports for the Risk Management Committee and the
Board of Directors Risks management Committee and making recommendations if necessary.

Governance of Implementing the CBJ requlations’ requirements

The Bank adopted an integrated system of corporate governance regarding the
implementation of the IFRS 9, Bank's Board of Directors responsibility is to ensure the
compliance with the IFRS 9 by adopting the standard implementation methodology and the
policies that includes determining the roles of committees and departments, adoption of the
IFRS 9 system and provide the necessary infrastructure to ensure the implementation of the
standard.

The Board of Directors responsibility also to approve the periodic results of the calculation of
expected credit loss in accordance with the IFRS 9 requirements.

The Bank's policy in Determining the Elements on which Credit Risk and Expected
Credit Loss are Calculated on a Collective Basis

The expected credit loss (ECL) methodology has been constructed by classifying it on an
individual or collective basis where the collective basis has been adopted for retail portfolio by
adopting a general PD ratio for each one of the product and then calculating the expected
credit loss for each retail portfolio product. while the individual basis adopted for corporate
portfolio as well as for each investment in the Bank's investment portfolios which is subjected
to the requirements of the CBJ instructions through adopting a PD ratio for each corporate and
investment portfolio then calculating the expected credit loss for corporate and investment

portfolio.
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depended on for calculating expected credit losses

A set of standards for significant changes in credit risk have been identified in the automated
system for calculating expected credit losses on individual or collective basis at the portfolio
level, where these accounts are classified into three stages and based on a set of
standards/determinants such as: Number of dues installments, the credit rating of client, the
legal account status, the number of restructuring and/or rescheduling and accordingly the
expected credit losses are calculated.

The Main Economic Factors Used by the Bank in Calculating the Expected Credit Loss

(PD)

The main economic factors (macroeconomic factors) were included in the automated system
of CBJ instructions since the probability of default (PD) is based on the calculation of stress
testing of the country's macroeconomic factors such as the GDP growth rate. Three scenarios
(Baseline Scenario, Medium Scenario, Severe Scenario) were conducted and determine the
impact of these scenarios on the probability of default and therefore on the calculation of
expected credit losses.
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