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190 Zahran Street
Amman, P.O. Box 248
Jordan

Tel: 4962 (0) 6 550 2200
Fax: +962 (0) 6 550 2210
www.deloitte.com

Review Report

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

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

Arab Banking Corporation (A Public Shareholding Limited Company) as of March 31, 2019,
and the related consolidated condensed interim statements of income, comprehensive income,
shareholders’ changes in equity and cash flows for the three-months then ended and the
summary of significant accounting policies and other explanatory information. Management is
responsible for the preparation and fair presentation of these consolidated condensed interim
financial statements in accordance with International Accounting Standard number (34). Our
responsibility is to express a conclusion on these consolidated condensed interim financial

statements based on our review.

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

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

express an audit opinion.

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

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

interim financial reporting.

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

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

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

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

Amman - The Hashemite Kingdom of Jordan ’C’/
April 29, 2019 fc/C a
el6itte & Touche (M.E) - Jordan
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ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN
CONSOLIDATED CONDENSED INTERIM STATEMENT
OF FINANCIAL POSITION

March 31, 2019

(Reviewed and

December 31,

Note not audited) 2018 (Audited)
Assets 1D 1D
Cash and balances at central Bank of Jordan 5 46,804,903 49,020,779
Balances at Banks and financial institutions 6 63,598,458 85,029,146
Deposits at Banks and financial institutions 7 14,714,068 27,956,035
Direct credit facilities-net 8 622,648,611 613,531,362
Financial assets at fair value through other
comprehensive income 9 116,474,646 104,257,480
Financial assets at amortized cost - net 10 169,157,456 177,868,562
financial assets at amortized cost - Mortgaged 11 35,016,830 35,018,148
Property and equipment - net 17,109,592 17,320,761
Intangible assets - net 1,956,053 1,494,202
Right of use assets 2 3,800,283 -
Deferred tax assets 6,250,293 6,401,306
Other assets 12 54,318,583 28,005,310
Total Assets 1,151,849,776  1,145,903,091
Liabilities And Shareholders’ Equity
Liabilities:
Banks and financial institutions deposits 184,371,218 182,846,643
Customers’ deposits 13 645,902,701 647,518,188
Margin accounts 51,782,731 51,534,691
Loans and borrowings 80,913,089 79,130,476
Sundry provisions 767,226 767,226
Income tax provision 14 3,698,019 4,998,955
Deferred tax liabilities 416,757 6,894
Leases contracts liabilities 2 3,334,767 -
Other liabilities is5 18,384,104 18,921,251
Total Liabilities 989,570,612 985,724,325
Owners’ Equity
Bank’'s Shareholders Equity
Issued and paid in capital 25 110,000,000 110,000,000
Additional paid in capital 25 66,943 66,943
Statutory reserve 27,613,436 27,613,436
Voluntary reserve 197,281 197,281
Fair value reserve 17 639,737 (77,148)
Retained earnings 16 22,378,254 22,378,254
Profit for the period 1,383,513 -
162,279,164 160,178,766

Total owners’ Equity
Total Liabilities and owners” Equity

1,151,849,776

1,145,903,091

THE ACCOMPANYING NOTES FROM (1) TO (28) CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

AND WITH THE REVIEW REPORT.
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ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF INCOME

Interest income
Interest expense

Net Interest Income
Net commission income

Net Interest and Commission Income

Gain from foreign currencies
Gain from financial assets at fair value through
comprehensive income

Other income - net

Gross Income

Expenses:

Employees’ expenses
Depreciation and amortization
Other expenses

Expected credit loss provision for financial assets
Repossessed assets impairment provision

Total Expenses

Profit before Tax

Income tax expense

Profit for the Period

Basic and Diluted Earnings Per Share for the
Bank's Shareholders

For the three-Month
Ended March 31,

Notes 2019 2018
JD 1D

17,630,857 15,714,942
(9,344,723) (7,470,247)
8,286,134 8,244,695
940,750 985,528
9,226,884 9,230,223
233,313 330,921
34,000 212,485
949,973 978,000
10,444,170 10,751,629
3,565,759 3,411,073
606,781 360,077
2,029,487 2,372,674
18 1,577,312 631,003
- 54,723
7:779,339 6,829,550
2,664,831 3,922,079
14 (1,281,318) (1,275,046)
1,383,513 2,647,033

JD/ Fils JD/ Fils

19 0.013 0.024

The ACCOMPANYING NOTES FROM (1) TO (28) CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ
WITH THEM AND WITH THE REVIEW REPORT.
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ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME

(REVIEWED AND NOT AUDITED)

Profit for the period

Other comprehensive income items:

Items not to be subsequently transferred to consolidated

statement of income:
Net change in fair value reserve after tax

Total Comprehensive Income for the Period

For the Three -Month
Ended March 31,

2019 2018

D JD
1,383,513 2,647,033

716,885 (38,232)

2,100,398 2,608,801

THE ACCOMPANYING NOTES FROM (1) TO (28) CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

AND WITH THE REVIEW REPORT.
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ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF CASH FLOWS

(REVIEWED NOT AUDITED)

Operating Activities
Profit before income tax

Adjustments for non-cash items
Depreciation and amortization
Expected credit loss provision for financial assets
Losses from sale of property and equipment
Repossessed assets impairment provision
Accrued interest
(Gains) from sale of financial assets at fair value
Through other comprehensive income
Effect of Exchange rate fluctuation on cash and cash equivalents

Profit before Changes in Assets and Liabilities

Change in Assets and Liabilities:
Decrease (Increase) in deposits at banks and financial Institutions
maturing after three months
Financial assets at amortized cost — Mortgaged
(Increase) in direct credit facilities
(Increase) decrease in other assets
Increase in banks’ and financial institutions deposits maturing after three
months
(Decrease) increase in customers’ deposits
Increase (decrease) in margin accounts
(Decrease) increase in other liabilities
Increase in sundry provisions
Net Cash Flows from Operating Activities before Income Tax
Income tax paid

Net Cash Flows from Operating Activities

Investing Activities

(Purchase) of financial assets at amortized cost

Sale and maturity of financial assets at amortized cost

(Purchase) of property and equipment

(Purchase) of intangible assets

Sale of property and equipment

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

Sale of Financial assets at fair value through other comprehensive income

Net Cash Flows (used in) Investing Activities

Financing Activities
Dividends paid to shareholders
Borrowing funds
Net Cash Flows from Financing Activities
Net Increase (decrease) in Cash and Cash Equivalents
Effect of exchange rate fluctuation on cash and cash equivalents
Cash and cash equivalents - beginning of the year

Cash and Cash Equivalents - End of the Period

=
[®]
=
D

14

20

For the Three-Month
Ended March 31,

2019 2018
0 D

2,664,831 3,922,079
606,781 360,077
1,577,312 631,003
928 1
- 54,723
1,742,044 1,524,443
(4,250) (194,085)
(164,756) (20,016)
6,422,890 6,278,225
13,241,968 (3,308,200)
1,318 -
(10,876,987) (15,949,346)
(28,470,594) 8,381,058
34,878,393 34,153,639
(1,615,488) 18,748,262
248,040 (316,390)
(611,641) 553,531
- 398,011
13,217,899 48,938,790
(2,460,759) (3,090,163)
10,757,140 45,848,627
(19,269,594) .
27,999,228 15,421,911
(123,054) (1,854,747)
(565,642) (3,650)
1,449 =
(19,511,260) (20,154,110)
8,507,369 23,293,616
(2,961,504) 16,703,020
(34,997) (6,525)
1,782,613 5,063,509
1,747,616 5,056,984
9,543,252 67,608,631
164,756 20,016
(48,789,469) (45,039,360)
(39,081,461) 22,589,287

THE ACCOMPANYING NOTES FROM (1) TO (28) CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED
CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE REVIEW

REPORT.




ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN — JORDAN
NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS
(REVIEWED NOT AUDITED)

General Information

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

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

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

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

The consolidated Condensed Interim financial statements were approved by the
group’s Board of Directors on April 25, 2019.

Basis of Preparation of Consolidated Condensed Interim Financial Statements

The consolidated condensed interim financial statements of the Bank in accordance
with International Accounting Standard Number (34) Consolidated Condensed
Interim Financial Statements.

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

consolidated financial statements.

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

The accompanying consolidated condensed interim financial statements do not
include all the information and disclosures to the financial statements required in the
annual financial statements as of December 31, 2018 and should be read with the
Bank’s annual report as of December 31, 2018. Moreover, the results of the Bank's
operations for the Three-month period ended on March 31, 2019 do not necessarily
represent indications of the expected results for the year ending December 31, 2019
and no allocation has been made on profit for the Three month period ended on
March 31, 2019 which is usually performed at year end.

Changes in Accounting Policies

The accounting policies adopted in preparing the condensed consolidated interim
financial statements is consistent with those applied in the year ended December 31,
2018 except for the effect of the adoption of certain new and revised standards that
became effective on or after the first of January of 2019 as follow:




Amendments that did not have a material impact on the Bank's consolidated

financial statements.

Annual improvements to IFRSs issued between 2015 and 2017.
Improvements include amendments to IFRS (3) “Business Combinations”, (11) “Joint
Arrangements”, International Accounting Standards (12), “Income Taxes” and (23)

“Borrowing Costs”.

The interpretations issued by the International Financial Reporting
Interpretation Committee of the IASB, number (23) uncertainty on the
treatment of income tax,

The interpretation clarifies the determination of taxable profit (tax loss), tax bases,
unused tax losses, unused tax benefits and tax rates when there is uncertainty about
the treatment of income tax under IAS (12) and specifically addresses:

whether the tax treatment should be considered in aggregate;

assumptions regarding the procedures for the examination of tax authorities;
determination of taxable profit (tax loss), tax basis, unused tax losses, unused tax
breaks, and tax rates;

The impact of changes in facts and circumstances.

Amendments to IFRS 9 Financial Instruments.

These amendments relate to the advantages of prepayment with negative
compensation, where the current requirements of IFRS (9) regarding termination
rights have been amended to allow for the measurement at amortized cost (or on
the business model at fair value through other comprehensive income) status of

negative compensation payments.
Amendments to IAS (28) "Investment in Associates and Joint Ventures".

These amendments relate to long-term shares in allied enterprises and joint
ventures. These amendments clarify that an entity applies IFRS (9) “Financial
Instruments” to long-term interests in an associate or joint venture that forms part
of the net investment in an associate or joint venture if the equity method has not

been applied to it.

Amendments to IAS 19 Employee Benefits.
These amendments relate to adjustments to plans, reductions, or settlements.

Amendments to the interim condensed consolidated financial statements of

the Bank:

Effect of Application of IFRS (16) "Leases"

The Bank has adopted IFRS (16), "Leases", which replace the existing guidelines on
leases, including IAS (17) "Leases" , IFRIC (4) "Determining whether an
arrangement contains a lease "and the interpretation of the previous Interpretations
Committee (15)" Operational leases - incentives " and SIC 27 “Evaluating the

Substance of Transactions in the Legal Form of a Lease”.

IFRS 16 was issued in January 2016 and is effective for annual periods commencing
on or after 1 January 2019. IFRS 16 stipulates that all leases and the associated
contractual rights and obligations should generally be recognize in the Company’s
financial Position, unless the term is 12 months or less or the lease for low value
asset. Thus, the classification required under IAS 17 “Leases” into operating or
finance leases is eliminated for Lessees. For each lease, the lessee recognizes a
liability for the lease obligations incurred in the future. Correspondingly, a right to
use the leased asset is capitalized, which is generally equivalent to the present value
of the future lease payments plus directly attributable costs and which is amortized

over the useful life.




The Company has opted for the modified retrospective application permitted by IFRS 16
upon adoption of the new standard. During the first time application of IFRS 16 to
operating leases, the right to use the leased assets was generally measured at the amount
of lease liability, using the interest rate at the time of first time application.

The right of use assets have been measured in an amount equal to the lease obligations,
and adjusted by any pre-paid or lease payment that is recognized in the financial position
list as of December 31, 2018. No adjustments to the retained earnings, as at January st
2019, were produced under this method. There were no low leases that required an
adjustment to the right of use assets at the date of the initial application.

Recognized right-of-use assets relate to the following types of asset:

Real Estate
Total right-of-use asset

The movement on the right of use assets during the period is as follows:

Balance as January 1, 2019
Additions during the period
Amortization for the period

Balance as March 31, 2019

March 31, January 1,
2019 2019
1D D
3,800,283 3,947,943
3,800,283 3,947,943
Real estate Total
D D
3,947,943 3,947,943
23,483 23,483
(171,143) (171,143)
3,800,283 3,800,283

The additions during the year to the assets amounted to the right of use assets amount of

JD 23,483,

The net effect of the application of IFRS (16) on the opening balances is as follows:

Right of use assets
Other debit balances
Lease Liabilities

The movement on the lease liabilities during the period is as follows:

Balance as January 1, 2019
Additions during the period
Interest on lease liabilities

Repayment of lease liability

Balance as March 31, 2019

December Increase \ January 1,
31, 2018 Decrease 2019
JD 1D JD
- 3,947,943 3,947,943
515,605 (515,605) -
- 3,432,390 3,432,390
Lease
Liabilities Total
D D
3,432,390 3,432,390
23,483 23,483
51,358 51,358
(172,464) (172,464)
3,334,767 3,334,767




The Bank’s leasing activities and its accounting treatment mechanism:

The banks rents real estates for use in its activities and usually leases for fixed periods
ranging from one to thirty years, some of which may include extension options and the
lease terms are negotiated on an individual basis and contain a set of different terms and
conditions, not including contracts Leases do not contain any obligations and may not be
used as collateral for the purposes of borrowing.

Up to the end of the financial year 2018, real estate leases were classified as either an
operating lease or a financial lease, and the amounts paid for operating lease contracts
are credited to the income statement according to the straight-line method during the

lease period.

Starting from the first of January 2019, leases were recognized as assets for use and
related obligations on the date when the asset is ready for use by the bank, the value of
each rental payment is distributed between the leasing obligations and the interest on
lease liabilities, and the interest on lease liabilities are credited to the income statement
during the lease period to achieve a fixed periodic interest rate on the remaining balance
of the obligation for each period and the right of use assets are amortized during the
productive life of the asset or the lease term, whichever is shorter according to the

straight-line method.

The assets and liabilities arising from the leases are initially measured on the basis of the
present value, and the lease obligations include the net present value of the following

rental payments:

e Fixed payments (including built-in fixed payments) minus rental incentives receivable;
e Variable lease payments based on index or rate;
¢« Amounts expected to be paid by the lessee under residual value guarantees;

o The exercise price of a purchase option if the lessee is reasonably certain to exercise
that option, and

e Payments of penalties for terminating the lease, if the lease term reflects the lessee
exercising that option.

Rental payments are deducted using the implied lease interest rate or the tenant's
additional borrowing price, if they are not available, which is the rate at which the lessee

must pay to borrow the funds needed to obtain an asset of comparable value in a similar
economic environment with similar terms and conditions.

Right of use assets are measured at cost comprising the following:
° The amount of the initial measurement of lease liability;

° Any lease payments made at or before the commencement date less any lease
incentives received;

° Any initial direct costs, and return costs (renovation and restoration).

Payments associated with short-term leases and leases of low-value assets are recognised
on a straight-line basis as an expense in profit or loss. Short-term leases are leases with
a lease term of 12 months or less. Low-value assets comprise IT-equipment and small

items of office furniture.

- 10 -




In applying IFRS (16) for the first time, the Company has used the following practical
expedients permitted by the standard:

The use of a single discount rate to a portfolio of leases with reasonably similar
characteristics.

Reliance on previous assessments on whether leases are onerous.

The accounting for operating leases with a remaining lease term of less than 12
months as at January 1, 2019 as short-term leases.

The exclusion of initial direct costs for the measurement of the right-of-use asset at
the date of initial application, and

The use of hindsight in determining the lease term where the contract contains
options to extend or terminate the lease.

The Bank has also elected not to reassess whether a contract is, or contains a lease
at the date of initial application. Instead, for contracts entered into before the
transition date the Company relied on its assessment made applying IAS (17) and
IFRIC (4) determining whether an Arrangement contains a Lease.

Sianificant accounting Estimates and key sources of uncertainty estimates

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

future.

We believes that the estimates used in the condensed consolidated interim financial
statements are reasonable and consistent with the estimates used in preparing the
consolidated financial statements for the year 2018 except for the following:

Extension and termination options of lease contracts

Extension and termination options are included in a number of leases contracts.
These terms are used to increase the operational flexibility in terms of contract
management, most of the retained extension and termination options are exercisable

by both the bank and the lessor.

In determining the lease contract term, management considers all facts and
circumstances that create an economic incentive to exercise an extension option, or
not exercise a termination option. Extension options (or periods after termination
options) are only included in the lease contract term. If the lease contract is
reasonably certain to be extended (or not terminated). The evaluation is reviewed
when there is an important event or a significant change in the circumstances that
has an effect on this assessment, and in which it is within the control of the lessee.

Discounting of lease payments
Lease payments are discounted using the bank's additional borrowing rate ("IBR").
The management has applied the judgements and estimates to determine the

additional borrowing rate on the starting date of the lease contract.

-11 -




Basis of Consolidation financial statements

The accompanying consolidated financial statements include the financial statements
of the Bank and the subsidiary under its control. Moreover, control is achieved when
the Bank has the ability to control on the investee company and the company is
exposed to variable returns or has rights to participate in the investee company and
the Bank is able to use its authority over the investee company, which affects its
revenues.

The Bank reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the elements of control listed above.

When the Bank has less than the majority of the voting rights of an investee, it
considers that it has power over the investee when the voting rights are sufficient to
give it the practical ability to direct the relevant activities of the investee unilaterally.
The Bank considers all relevant facts and circumstances in assessing whether or not
the Bank’s voting rights in an investee are sufficient to give it power.

Transactions, balances, revenues and expenses are eliminated between the Bank and
the subsidiary.

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

The results of the subsidiary 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 subsidiary 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 it's subsidiary.

Non-controlling interests represent that part of the equity that is not owned by the
Bank. Non-controlling interests are presented in the net assets of the subsidiary are
presented separately in the Bank's statement of equity.

The Bank’s subsidiary as of March 31, 2019 are as follows:

Arab Co-operation for Financial Investments (ABCI)

Arab Co-operation for Financial Investments is wholly owned by the Bank. The
Company’s objective is to perform brokerage investments on behalf of its client’s in
addition to providing financial consultation services on stock exchange investing. Its
paid-up capital amounted to 1D 15,600,000, total assets amounted to JD 37,536,089
and total liabilities amounted to JD 13,001,347 as at March 31, 2019. Its total
revenue amounted to JD 845,374 and total expenses amounted to JD 512,109 for
the year ended March 31, 2019, before excluding any transactions, balances,
revenue, and expenses between the Company and the Bank.

Control is achieved when the Bank:

° has the power over the investee;

o is exposed, or has rights, to variable returns from its involvement with the
investee; and

° Has the ability to use its power to affect the investee’s returns.

s 9 =




The Bank reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the elements of control listed above.

When the Bank has less than the majority of the voting rights of an investee, it considers
that it has power over the investee when the voting rights are sufficient to give it the
practical ability to direct the relevant activities of the investee unilaterally. The Bank

considers all relevant facts and circumstances in assessing whether or not the Bank’s
voting rights in an investee are sufficient to give it power, including:

The size of the Company’s holding of voting rights relative to the size and
dispersion of holdings of the other vote holders;

Potential voting rights held by the Company, other vote holders, or other parties;
Rights arising from other contractual arrangements; and
Any additional facts and circumstances that indicate that the Bank has, or does not

have, the current ability to direct the relevant activities at the time that decisions
need to be made, including voting patterns at previous shareholders’ meetings.

When the Bank loses control of the subsidiary, the Bank performs the following:

Derecognizes the assets (including goodwill) and liabilities of the subsidiary.
Derecognizes the book value of any non-controlling interests.

Derecognizes the transfer difference accumulated in Owners’ Equity.
Derecognizes the fair value to the next controlling party.

Derecognizes the fair value of any investment retained.

Derecognizes any gain or loss in the income statement.

Reclassifies owners’ equity already booked in other comprehensive income to the
profit or loss statement, as appropriate.

N
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8. Direct credit facilities - net
The details of this items are as follows:

March 31, December 31,
2019 2018 -

Individual (Retail) D D
Overdrafts* 24,400,777 23,977,527
Loans and bills ** 253,283,411 247,331,833
Credit cards 4,594,746 4,793,945
Real Estate loans 79,098,857 79,254,369
Corporate
Overdrafts* 106,863,645 101,856,211
Loans and bills ** 174,833,037 175,190,734
Small and medium enterprises
Overdrafts* 6,912,217 7,469,308
Loans and bills ** 13,414,055 12,149,454
Government and public sector ** 887,420 933,726
Total 664,288,165 653,057,107
Less: Interest in suspense (8,477,468) (8,123,387)
Less: Expected credit loss (33,162,086) (31,402,358)
Direct credit facilities — net 622,648,611 613,531,362

*  Net of interest and commission received in advance amounting to JD 14,465 as of
March 31, 2019 (JD 21,008 as of December 31, 2018).

** Net of interest and commissions received in advance amounting to JD 239,288 as of
March 31, 2019 (JD 281,582 as of December 31, 2018).

- At March 31, 2018, non-performing credit facilities within stage three amounted to JD
32,305,941, which represent 4.863% from direct credit facilities as of March 31, 2019
(JD 31,413,978 which represent 4,810% from direct credit facilities as of December

31, 2018).

- Non-performing credit facilities after deducting interest suspended amounted to JD
23,828,473 which represent 3.633% from direct credit facilities deducting interest
suspended as of March 31, 2019 (JD 23,290,591 which represent 3,611% from direct
credit facilities deducting interest suspended as of as of December 31, 2018).

The credit facilities that granted to the Jordanian government with guarantee
amounted to JD 887,420, which represent 0.134% from net direct credit facilities as
of March 31, 2019 (JD 933,726 which represent 0.143% from net direct credit facilities

as of December 31, 2018).
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9. Financial assets at fair value through statement of other comprehensive income

The details of this item are as follows:

Shares listed in active market

Shares not- listed in active market
Government guaranteed bonds

Other financial bonds

Less: Provision of expected credit loss

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

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

Less: Expected credit loss provision

Bonds and treasury bills analysis:
Fixed return
Variable return

Total

Bonds analysis IFRS 9
Stage 1

Total

11. Financial assets at amortized cost-Mortgaged
The details of this item is as follows:

Government and Government guaranteed financial bonds
Total

March 31, December 31,
2019 2018
D D
588,436 600,090
1,068,547 1,069,478
104,270,437 92,160,082
10,617,458 10,525,794
(70,232) (97,964)

116,474,646

104,257,480

March 31, December 31,
2019 2018
D D
132,199,728 140,929,362
37,000,000 37,000,000
169,199,728 177,929,362
(42,272) (60,800)
169,157,456 177,868,562
162,199,728 170,929,362
7,000,000 7,000,000

169,199,728

177,929,362

169,199,728 177,929,362
169,199,728 177,929,362
March 31, December 31,
2019 2018
JD JD
35,016,830 35,018,148
35,016,830 35,018,148

- On September 3, 2018 the Bank sold one bond of Jordanian treasury bonds with a
nominal value of JD 15,000,000 to Arab Bank. The amount of repurchasing
agreement for the bond JD 14,873,850, the amount received was 1D 14,576,373
as borrowed money at an interest rate of 5.29% per annum, as indicated. The
Bank did not recognize this transaction as sale transaction, as the bank reserved
the right of repurchase of these bonds on September 5, 2021.

On December 26, 2018 the Bank sold two bonds of Jordanian treasury bonds with

a nominal value of JD 20,000,000 to Arab Bank. The agreed upon repurchasing

amount was 1D 19,773,780, the received amount was JD 19,378,304 as

loan

with 5.5% annual interest rate The Bank did not recognize this transaction as sale
transaction, as the bank reserved the right of repurchase of these bonds on

December 26, 2021.
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12,

Other assets

The detail of this item are as follows:

March 31, December 31,

2019 2018
D 1D

Revenue and interest under collection 4,217,901 5,812,242
Prepaid expenses 1,558,842 967,673
Assets seized by the Bank against due debts 1,880,285 1,794,702
Assets / profits of unrealized financial derivatives 283,827 419,561
Other receivables/brokerage company 310,054 185,498
Land held for sale/brokerage company 1,849,850 1,849,850
Discounted LC's 42,132,840 14,864,902
Other 2,084,984 2,110,882

Total 54,318,583 28,005,310

The regulations of Central Bank of Jordan require disposing of the assets seized
by the Bank during a maximum period of two years from the date of the
acquisition. In exceptional cases, the Central Bank may extend this period to a
maximum of two consecutive years.

The details of the movement on the real state that was sized by bank due to
outstanding debt is as follows:

March 31, December 31,

2019 2018
D D
Balance at the beginning of the period 1,794,702 1,851,835
Additions 85,583 161,748
Provision for property acquired during the year C (218,881)
Total 1,880,285 1,794,702

The provision for the real state that sized for more than 4 years was JD 603,964
as of March 31, 2019.
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14, Income Tax Provision
The movements on the income tax provision is as follows:

For the Three- For the year
Month Period Ended
Ended March 31, December 31,
2019 2019
Balance at the beginning of the period/ year 4,998,955 5,952,374
Income tax paid (2,460,759) (6,040,094)
Income tax liability for the period 1,159,823 5,086,675
Balance at the end of the period/ year 3,698,019 4,998,955

Income tax expense appearing in the consolidated condensed interim income

statement represents the following:
For the Three-Month Period

Ended March 31,

2019 2018

JD D
Balance at the beginning of the period/year 1,159,823 811,387
Deferred tax assets (426,255) (132,341)
Addition / amortization of deferred tax assets
for the period 547,750 -
Write-off deferred tax liabilities - 596,000

1,281,318 1,275,046

Balance - End of the Period

The statutory tax rate on banks in Jordan is 38% and the statutory tax rate on the
subsidiary is 28%.

A final settlement with Income Tax Department has been reached for the bank for
and the subsidiary until the end of the year 2016.

The tax declaration for the Bank and the subsidiary for the years 2017 and 2018
was submitted and no final decision has been made by income tax department
until preparation of these financial statements.

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

and the case is still pending.
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15. Other liabilities
The details for this item is as follows:
March 31, December 31,
2019 2018
D D
Interest held for payment 6,827,471 6,679,768
Revenue received in advanced 189,136 160,374
Accounts payable 6,377,535 5,725,893
Unpaid and accrued expenses 1,116,841 2,258,655
Losses derivative financial liabilities / Unrealized 35,874 23,537
Certified cheques withdrawn by the bank 1,149,541 1,167,980
provision for expected credit losses for Off-
statement of financial position items 365,536 549,884
Incentives for the board of directors 75,000 80,000
Transfers held for payment 576,186 369,685
Deferred income 94,558 101,415
Other liabilities 1,576,426 1,804,060
Total 18,384,104 18,921,251
16. Retained earnings
This item consists of the following:
March 31, December 31,
2019 2018
1D D
Balance at the beginning of the period/year 22,378,254 17,939,516
Net effect of international financial reporting
standard no. (9) implementing - (9,368,807)
Calculation of deferred tax assets due to
application of IFRS 9 - 5,082,137
Transferred from/to reserves - 5,930,328
Adjusted balance at beginning of the period/ year 22,378,254 19,583,174
Total comprehensive income for the period / year - 9,716,214
Transfer during the period / year (1,421,134
Cash dividends distributions - (5,500,000)
Balance at the End of the Period/ Year 22,378,254 22,378,254

Retained earnings includes a restricted amount of JD 6,250,293 as at March 31,
2019 (JD 6,401,306 as in December 31, 2018) which represents deferred tax
assets and an amount of JD 639,737 from the retained earnings as at March 31,
2019 (JD 77,148 as at December 31, 2018), including capitalization or
distribution only to the extent of what is actually recognized in accordance to the
instructions of the Central bank of Jordan and the Jordanian Securities

Commission.

Retained earnings includes an amount of JD 2,017 as of March 31, 2019,(JD
2,017 as of December 31, 2018) which represents the effect of early
implementation of the IFRS no. (9). This amount may not be used except for the
amounts actually realized from sale. And it includes unrealized loss amounted JD

102,804 as a loss in evaluating shares.
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17. Fair value reserve
This item consists of the following:

Balance at the beginning of the period/year

Unrealized profits (losses)
Deferred tax liabilities
Deferred tax assets

Balance at the End of the Period/ Year

18. Expected credit loss provision
This item consists of the following:

Deposits balances in Banks and financial institutions

Financial assets at fair value from other
comprehensive income

Financial assets in amortized cost
Direct credit facilities

Discounted Letters of credit

Interests and revenues under collection

Off- statement of financial position items

March 31, December 31,

2019 2018
D D
(77,148) (84,566)

1,160,119 (39,866)

(409,863) (5,658)
(33,371) 52,942
639,737 (77,148)

For the Period
Ended March 31,

2019 2018

D D
754 (23,198)

(27,732) 5,466
(18,528) 414,896
1,759,738 392,916
46,158 .
1,272 -
(184,350)  (159,077)
1,577,312 631,003

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

The details for this item are as follows:

Profit for the period
Weighted average number of shares

Basic and diluted earnings per share

20. Cash and cash equivalents
The details for this item are as follows:

For the Three Month Ended

March 31,
2019 2018
1,383,513 2,647,033
110,000,000 110,000,000
Fils / 1D Fils / 1D
0.013 0.024

For the Three Month
Ended March 31,

2019 2018
D D
Cash and balances with Central Bank of Jordan
maturing within three month 46,804,903 100,699,277

Add: Balances at banks and financial
institutions maturing within 3 month
Less: Banks and financial institutions’ deposits
maturing within 3 month

63,606,461

(149,492,825)

98,709,063

(176,819,053)

(39,081,461)

22,589,287

« PG ~




Businesses Segment Information:

Information on the Bank's business segment:
For management purposes, the Bank was organized into the following major
operating segments measured in accordance with the reports that are used by

the chief executive decision maker:

- Individual accounts: This item includes following up on individual
customer’s deposits, and granting them credit.

- Small and Medium Enterprises: This item includes following up on the
client's deposits and credit facilities and in which these clients are
classified based on the volume of the granted deposits and facilities
according to the Banks instructions and principles and in compliance with
the regulatory bodies instruction.

- Corporate Accounts: This item includes following up on the client's
deposits and credit facilities and in which these clients are classified based
on the volume of the granted deposits and facilities according to the Banks
instructions and principles and in compliance with the regulatory bodies
instruction.

Treasury: This item includes providing treasury and trading services,
managing the Bank's funds and long terms investments at amortized costs
which is maintained to collect the contractual cash flows.

- Investment and foreign exchange management: This sector includes the
local and foreign investments held at fair value as well as foreign currency

trading services

- Others: This sector includes all the accounts not listed within the sectors
mentioned above such as shareholder's rights, investments in associates,
property and equipment, general management and supporting
management.
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22. Related Parties transactions

The Bank entered into transactions with parent and affiliated companies,
directors, senior management and their related concerns in the ordinary course
of business at commercial interest and commission rates. All the facilities and
advances granted to related parties are performing loans and are free of any
provision for impairment, except the following:

a. The details of balances and transactions with related parties during the period
are as follows:

Consolidated Condensed Interim

Statements of Financial Position
Items:

Direct credit facilities

Deposits at banks and financial
institutions

Banks and financial institutions
deposits

Customers’ deposits

Borrowed funds

Off Consolidated Condensed
Interim Statement of Financial
Position Items:

Letters of guarantee

Letters of credit

Interest rate swap contracts
Currency swap contracts

Consolidated Condensed Interim
statements of Income Items:
Interest and commission income
Interest and commission expense

Related party Total
Parent and
affiliated Senior Bank's Board of March 31, December 31,
companies management employees Directors 2019 2018
D D 1D D D D
- 2,211,320 8,885,318 4,145 11,100,783 11,311,189
46,700,601 - - = 46,700,601 57,182,186
37,735,315 = = = 37,735,315 85,981,990
- 1,963,820 1,596,411 2,109,562 5,669,793 5,181,990
4,608,500 - = - 4,608,500 2,836,000
12,718,311 - - 2,000 12,720,311 14,318,737
13,834,021 - - - 13,834,021 8,041,465
11,414,900 ] - 11,414,900 11,414,900
71,725,166 - - 71,725,166 121,055,750
For the Three-Month
Ended as of March 31,
2019 2018
D D
413,118 12,516 49,987 - 475,621 506,893
(482,011) (15,005) (9,058) (17,683) (523,757) (528,047)

Interest rates on credit facilities range between 3% to 11.169% while interest
rates on customers’ deposits range between 0.05% to 5.75%.

b. The salaries and bonuses of the Executive Management of the Bank and the
fees, transfers and bonuses of the Board members amounted to JD 1,157,391
for the three months ended March 31, 2019 (JD 1,260,114 for the three months

ended March 31, 2018).
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23. Capital adequacy ratio

In addition to subscribed capital, the capital includes the statuary reserve, voluntary
reserve, share premium, retained earnings, cumulative change in fair value, general
banking risk reserve, other reserves and treasury stocks.

The bank is committed to apply the requirements set forth by regulators concerning

capital adequacy as follows:

i.  Central Bank of Jordan instructions that capital adequacy ratio does not go

below 12%

2. Comply with the minimum limit set for the paid capital for Jordanian Banks

such that it is not less than JD 100 million.

3. The Bank's investments in stocks and shares which should not exceed 50% of

the subscribed capital.

4. The ratio of credit limits (credit concentration) to regulatory capital.

5. Banks and Companies laws related to the deduction of the legal reserve at a

rate of 10% of the Bank's profit before tax.

Rights of ordinary shareholders

Paid-up capital

Retained earnings after subtracting expected dividends
Accumulated changes in fair value

Share premium

Statutory reserve

Voluntary reserve

Non-controlling interests to be recognized

Profit (loss) after tax and subtract the expected distributions

Total ordinary share capital

Regulatory Adjustments (Capital Offerings)

Goodwill and intangible assets

Deferred tax assets due to investments within the first limit (10%)
Net ordinary shareholders' equity

Additional capital

Minority rights allowed to be recognized

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

The second slot from capital tier 2
General banking risk reserve / international financial reporting

standards no. (9) stage 1 provision
Net supporting capital

Regulatory capital

Total assets weighted-risk

Capital adequacy ratio (%)
Ratio of core capital (%)
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March 31,
2019

December 31,
2018

Thousands JD

Thousands JD

110,000 110,000
14,126 14,126
640 (77)

67 67
27,613 27,613
197 197
152,643 151,926
(1,956) (1,494)
(6,250) (6,401)
144,437 144,031
144,437 144,031
3,024 3,025
3,024 3,025
147,461 147,056
746,003 750,459
%19.77 19.60%
%19.36 19.19%




24. Paid in Capital and retained earnings

= The paid in capital amounted to JD 110,000,000 divided into 110,000,000 shares at
a par value of JD 1 per share (JD 110,000,000 as of March 31, 2019 and December
31, 2018).

- The General Assembly approved at its ordinary annual meeting held on April 21, 2019
the distribution of cash dividends to shareholders of 7.5% of the Bank's paid in
capital.

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

26. Contingent Liabilities and Commitments

The details for this item are as follows:

March 31, December 31,
2019 2018
1D JD
Letters of credit:
Import LCs 89,275,481 59,993,578
Export LCs 11,459,162 20,762,633
Acceptances 5,521,216 8,665,260
Letters of guarantee:
Payments 34,073,512 34,457,227
Performance 30,831,301 36,998,300
Other 22,519,168 22,985,600
Unutilized limits 42,212,989 53,922,769
Total 235,892,829 237,785,367

27.

Lawsuits raised against the bank

The lawsuits raised against the Bank amounted to 1D 1,568,689 as of March 31, 2019
(JD 1,566,389 as of December 31, 2018). In the opinion of the management and
legal advisor, no material liability will arise as a result of these lawsuits in excess of
the amounts already provided which amounted to JD 638,413 as of March 31, 2019
(JD 638,413 as of December 31, 2018).
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