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Independent Auditor’s Review Report
AM/ 003305

To the Chairman and Board of Directors Members
Arab Banking Corporation

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

Introduction

We have reviewed the accompanying consolidated condensed statement of financial position
of the Arab Banking Corporation (A Public Shareholding Limited Company) as of March 31,
2020, and the related consolidated condensed statements of income and other comprehensive
income for the three-month period ended March 31, 2020, and the condensed statement of
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
information in accordance with International Accounting Standard number (34) related to
“Interim Financial Reporting” as adopted by the Central Bank Jordan. Our responsibility is to
express a conclusion on these consolidated condensed interim financial information 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” as adopted by the Central Bank Jordan.

Other Matter Paragraph _
The accompanying consolidated condensed financial statements are a translation of the
statutory consolidated condensed financial statements in the Arabic Language to which

reference should be made.
Q;/e%é v A

Amman - The Hashemite Kingdom of Jordan loitte & Touche (M.E) - Jordan

July 9, 2020




ARAB BANKING CORPORATION {JORDAN)

(A PUBLIC SHARE

HOLDING LIMITED COMPANY)

AMMAN - JORDAN

CONSOLIDATE

D CONDENSED STATEMENT

OF FINANCIAL POSITION

Asseis

Cash and balances at central Bank of Jordan
Ralances at Banks and financial institutions

Deposits at Banks and financial institutions

Direct credit facilities-net

Financial assets at fair value through other

comprehensive income
Financial assets at amortized cost

financial assets at amortized cost - Mort
Property and equipment — net

Intangible assets ~ net
Right of use Assets
Deferred tax assets
Other assets

Total Assets

Liabilities and Owners’ Equity
Liabilities

Banks and financial institutions deposits
Customers’ deposits

Margin accounts

Borrowed funds

Sundry provisions

Income tax provision

Deferred tax liabilities

Lease Liability Contracts
Other liabilities

Total Liabilities
Owner's Equity
Bank’s Shareholders Equity
Issued and paid in capital
Additional paid in capital
Statutory reserve
Voluntary reserve
Fair value reserve - Net
Retained earnings
(Loss) for the period
Total Owner’'s Equity

Total Liabilities And Owner’'s Equ

March 31, December 31,
Note 2020(Reviewed) 2020 {(Audited)
D D

5 70,400,210 68,048,129
6 73,572,203 59,257,664
7 7,811,050 2,603,874
8 633,278,046 621,003,454
9 147,892,120 148,822,213
10 95,337,926 137,461,461
gaged 11 67,135,568 35,012,800
24,673,714 22,459,789
1,594,799 1,699,611
12 3,082,098 3,357,169
7,218,513 7,078,498
13 33,053,226 32,254,803
1,165,049,473  1,139,059,465
168,467,954 170,016,352
14 647,135,828 666,361,035
49,797,558 49,424,077
91,944,888 57,866,314
3,511,349 3,440,448
15 3,649,697 2,478,661
2,981,972 1,977,939
12 2,838,391 3,223,659
16 36,613,461 27,378,684
1,006,941,098 982,167,169
17 110,000,000 110,000,000
66,943 66,943
18 27,958,998 27,958,998
18 197,281 197,281
19 4,448,920 2,943,308
20 15,725,766 15,725,766
(289,533) -
158,108,375 156,892,296
ity 1,165,049,473  1,139,059,465

THE ACCOMPANYING NOTES FROM (1) TO (30) CONSTITUTE AN INTEGRAL PART
OF THESE CONSOLIDATED INTERIM CONDENSED FINANCIAL INFORMATION.
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ARAB BANKING
(A PUBLIC SHARE

A
CONSOLIDATE

CORPORATION (JORDAN)
DING LIMITED COMPANY)

]
H
A N - JORDA
D CONDENSED ST T OF PROFIT OR LOSS
: FOR THE THREE-MONTH AN HREE -MONTH
M

i E ol S

ATEME|
ID 1
PERIOD ENDED MARCH 31, 2020

For the Three-Months
Ended March 31,

2020 2019
Note (Reviewed) (Reviewed)
D D

Interest income 16,772,443 17,630,857
Interest expense (8,581,492) (9,344,723)
Net Interest Income 8,190,951 8,286,134
Net commission income 1,022,991 940,750
Net Interest and commission Income 9,213,942 9,226,884
Gain from foreign currencies 279,652 233,313
Gain from financial assets at fair value through
other comprehensive income - 34,000
Other income - net 1,063,251 949,973

Total Income 10,556,845 10,444,170
Expenses
Employees’ expenses 3,392,298 3,565,759
Depreciation and amortization 584,710 606,781
Other expenses 2,089,573 2,029,487
Provision for expected credit loss on financial
Assets 21 3,389,722 1,577,312
sundry provisions 70,901 -

Total Expenses 9,527,204 7,779,339
Profit for the period before Tax 1,029,641 2,664,831
Income tax expense 15 (1,319,174) (1,281,318)
{Loss) Profit for the Period (289,533) 1,383,513
Basic and Diluted Earnings Per Share for the
period attributable to Bank’s Shareholders 22 (0.003) 0.013

THE ACCOMPANYING NOTES FROM (1) TC (30) CONSTITUTE AN INTEGRAL PART
OF THESE CONSOLIDATED INTERIM CONDENSED FINANCIAL INFORMATION.




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

AMMAN - JORDAN

CONSOLIDATED CONDENSED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE-MONTH AND THRE
PERIOD ENDED MARCH 31, 2(

E-MONTH
D20

For the Three-Month
Ended March 31,

2020 2019
(Reviewed) - ({Reviewed)
JD iD
(Loss)/ Profit for the period {289,533) 1,383,513
Other comprehensive income jtems:
Other comprehensive income items which may be
reclassified to profit or loss in the subsequent
period:
Net Change in valuation reserve of financial assets
at fair value through comprehensive income after
tax — Debt Instruments 1,638,159 739,629
(Loss) Gain in fair value for derivatives (109,983) (15,517)
Items not to be subsequently transferred to
statement of income:
Net Change in valuation reserve of financial assets
at fair value through comprehensive income after
tax - Equity Instruments (22,564) (7,227)
Total Comprehensive Income for the Period 1,216,079 2,100,398

THE ACCOMPANYING NOTES FROM (1) TO (30) CONSTITUTE AN INTEGRAL PART

OF THESE CONSOLIDATED INTERIM CONDENSED FI

NANCIAL INFORMATION.
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ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN ~ JORDAN

CONSOLIDATED CONDENSED STATEMENT OF CASH FLOWS

FOR THE THREE-MONTH PERIOD ENDED MARCH 31, 2020

Operating Activities:

Profit before income tax

Adjustments for non-cash items

Depreciation and amortization

Provision for expected credit loss on financial assets

gain from disposed property and equipment

Sundry provisions

Accrued interests

{Gain) from sale of financial assets at fair value through
comprehensive income

Effect of Exchange rate fluctuation on cash and cash equivalents

Net income before Changes in Assets and Liabilities

Changes in Assets and Liabilities

{Increase) Decrease in deposits at banks and financial Institutions

that mature after three months

(Increase) in direct credit facilities

(Increase) in other assets

Increase in banks and financial institutions depaosits maturing
after three months

(Decrease) in customers’ deposits

Increase in margin accounts

Increase {Decrease) in other liabilities

Net Cash Flows from Operating Activities before Income Tax

Income tax paid

Net Cash Flows from Operating Activities

Investing Activities

(Increase) Decrease Financial assets at amortized cost -
Mortaaged

(Increase) 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 and maturity of financial assets at fair value through other
comprehensive income
Net Cash Flows (used in) Investing Activities

Financing Activities

Dividends paid to shareholders

Increase borrowing funds

Net Cash Flows (used in) Financing Activities

Net Increase in Cash and Cash Equivalents

Effect of exchange rate fluctuation on cash and cash equivalents
Cash and cash equivalents - beginning of the Period

Cash and Cash Equivalents - End of the Period

For the Three -Month
Ended March 31,

2020 2019
Note (Reviewed) {Reviewed}
i D

1,029,641 2,664,831
584,710 606,781
21 3,389,722 1,577,312
1,936 928
70,901 -
2,210,477 1,742,044
- (4,250)
(33,013) (164,756)
7,254,374 6,422,890
(5,207,176} 13,241,968
(15,348,667) (10,876,987)
{2,832,976) (28,470,594)
35,713,587 34,878,393
(19,225,207) (1,615,488)
373,481 248,040
8,287,474 (611,641)
9,014,890 13,216,581
15 (206,914} {2,460,759)
8,807,976 10,755,822
(32,122,768) 1,318
{12,002,086) (19,269,594)
54,130,112 27,999,228
(2,529,420) (123,054)
(4,325) (565,642)
- 1,449
- (19,511,260)
3,549,417 8,507,369
11,020,930 (2,960,186}
(6,674) (34,997)
34,078,574 1,782,613
34,071,900 1,747,616
53,900,806 9,643,252
33,013 164,756
(42,703,306) {48,789,469)
23 11,230,513 (39,081,461)

THE ACCOMPANYING NOTES FROM'}]&TO 30) CONSTITUTE AN INTEGRAL

PART OF THESE CONSOLIDATE
INFORMATION.
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ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)

NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL INFORMATION

1. Incorporation and Activities
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 26
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.

2. Basis of Preparation and Significant Accounting Policies
The consolidated condensed interim financial information of the Bank were prepared

as of March 31, 2020 in accordance with International Accounting Standard Number
{34) (Consolidated Condensed Interim Financial Statements), as adapted by the
Central Bank of Jordan.

The main differences between the IFRSs as they should be applied and what has
been approved by the Central Bank of Jordan are as follows:

- Provisions for expected credit losses are calculated in accordance with the Central
Bank of Jordan’s Instructions No. (2018/13) “Adoption of IFRS 9" on June 6, 2018,
and according to the instructions of the supervisory authorities in the countries in
which the Bank operates, whichever is tougher. The material differences are as
follows:

» Elimination of debt instruments issued or granted by the Jordanian government
so that credit exposures are resclved on the Jordanian Government and by its
guarantee without credit losses.

« When calculating the credit losses against credit exposures, the calculation
results according to IFRS 9 are compared with those according to the Central
Bank of Jordan’s Instructions No. (2009/47) dated December 10, 2009 for each
stage separately. The tougher results are adopted.

- Interest and commissions on non-performing credit facilities granted to clients are
suspended, in accordance with the instructions of the Central Bank of Jordan and
according to the instructions of the supervisory authorities in the countries in which
the Bank operates, whichever is tougher.




- Assets seized by the Bank are shown in the consolidated statement of financial position,
among other assets, at their current value when seized by the Bank or at their fair value,
whichever is lower. Furthermore, they are reassessed on the date of the consolidated
financial statements separately, and any decrease in value is recorded in the consoclidated
statement of profit or loss while any increase in value is not recorded as revenue. In
addition, any subsequent increase is taken to the statement of profit or loss to the extent
of not exceeding the previously recorded value. As of the beginning of the year 2015, a
gradual provision has been taken for real estate acquired in exchange for debts and whose
acquisition has exceeded 4 years, according to the Central Bank of Jordan’s Circuiar No
15/1/4076 dated March 27, 2014 and Circular No. 10/1/2510 dated February 14, 2017.
In this respect, the Central Bank of Jordan has issued Circular No. 10/1/13967 dated
October 25, 2018, approving the extension of Circular No. 10/1/16607 dated December |
17, 2017, and confirming postponement of the calculation of the provision until the end of |
the year 2019. According to the Central Bank of Jordan’s Circular No. 10/1/16239 dated ;
November 21, 2019, deduction of the required provisions against the acquired real estate

|
|
|
|
I
|

will continue at a rate of 5% of the total book value of these properties (regardless of the
violation period) from the year of 2021 until the required percentage is reached (50% of
these properties by the end of the year 2029).

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

-  The condensed consolidated interim financial information do not include all notes and
information presented in the annuai financial statements which is prepared in accordance
with the international accounting standards and should be read with the Bank's annual
report for the year ended December 31, 2019. The results of the three months ended
March 31, 2020 do not indicate the expected results for the year ended December 31,
2020. There was no appropriation of the profit of the three months ended March 31, 2020
which is usually performed at year end.

-__Significant Accounting Judgments and key Sources of Uncertainty Estimates:
Preparation of the condensed interim consolidated financial information and application of
the accounting policies require management to make judgments, estimates, and
assumptions that affect the amounts of financial assets and financial liabilities and to
disclose potential liabilities. Moreover, these estimates and judgments affect revenues,
expenses, provisions, in general, expected credit losses, as well as changes in fair value
that appear in the condensed consolidated interim statement of comprehensive income
and within shareholders' equity. In particular, the Bank's management requires judgments
to be made to estimate the amounts and timing of future cash flows. These estimates are
necessarily based on multiple hypotheses and factors with varying degrees of estimation
and uncertainty. Meanwhile, the actual results may differ from estimates due to the
changes arising from the conditions and circumstances of those estimates in the future,

The critical judgements and estimates used in the preparation of these condensed
consolidated interim financial information are consistent with those used in the preparation
of the Bank’s annual financial statements for the year ended December 31, 2019, except
for the changes highlighted below:

The outbreak incident of Coronavirus (Covid-19)} in early 2020 in many geographical
regions around the world has caused widespread disruptions to business, with a
consequential negative impact on economic activity. Also, this event is witnessing
continuous and rapid developments, which required the Bank management to conduct an
evaluation of the expected effects on the group’s business inside and outside the kingdom,
and to conduct a study to review and evaluate potential risks in addition to providing
additional disclosures in the interim consolidated financial statements as on March 31,
2020, based on what The bank has taken the following measures to contain the crisis, as
follows:



a. The bank's plan to address the new Corona virus (COVID-19) pandemic
Since the beginning of the global spread of the Corona virus and its official
announcement by the World Health Organization as a global pandemic, the bank’s
board of directors and executive management have assured that its most important
priorities are to preserve the safety and health of its employees and customers and to
ensure that the bank has taken the necessary measures to do so. The most important
measure taken was to split the bank staff into three teams. Team A working from the
Head Office, Team B working from the business continuity site and Team C working
remotely (working from home). Also the bank had enforced a new policy relating to
social distancing measures. Accordingly, physical meetings were stopped and replaced
with virtual meetings using new technologies for communication.

As for the main operations, the bank continues to provide all services and products to
its customers through its’ branches located in the capital Amman and most of the
governorates, electronic services and through the call centre service, in line with the
instructions issued by the Central Bank of Jordan.

b. The impact of the outbreak of the new coronavirus (COVID-19) pandemic on
the results of the bank's business.

- In order to assess the expected impact of the COVID19 crisis on the resuits of
calculating the expected credit losses, a set of assumptions were used based on two
main pillars, both combined allow the bank to assess and monitor the impact of the
crisis on its business activities as follow:

- Global practices for calculating credit losses based on the International Financial
Reporting Standard No. (9) and amending the calculation models developed for this
purpose in a manner that leads to taking into account the impact of (COVID-19)
pandemic, to reach reasonable expectations for the expected outputs of the impact.

- In addition to applying the directions of the bank’s management (Management
Overlay) with respect to the expected impact on specific sectors or clients based on
the study performed for each sector or client separately.

Based on the procedures followed by the bank to assess the impact of this event, the
balance of expected credit losses was increased by about 1D 1.4 million, as on March
31, 2020 and the details of the study were as foilow:

- Unaffected sectors (low risk).
- Medium affected sectors (medium risk).
- Highly affected sectors (high risk).

The impact on the ratios used in scenarios

According to the instructions of the Central Bank of Jordan related to the application of the
International Accounting Standard for Financial Reports No. (9), banks must conduct
several scenarios when calculating the expected credit losses so that the final cutcome of
the results represents the “expected weighted credit losses for the scenarios”. In this
respect, Bank ABC adopts three scenarios as follow: Base scenario, improvements scenario
(Upturn scenario) and Downturn scenario. The scenarios respective weights are
determined depending on the results of the normal distribution curve.

Probability of Default (PD) Ratios scenarios
The sectors of the bank were categorized into the three above mentioned levels, and

according to the assumptions and expectations of the Wholesales Banking Group and Credit
Management for the most affected sectors, in addition to the severity of the impact based
on the current conditions.

Wholesale Banking Group and Credit Management identified the most affected sectors in
order to reflect their impact on the caiculation models.




Coordination was done with external bank consultants for the purpose of discussing
the methodology proposed by the bank and exploring best practices that were
implemented by various banks. The recommendation was that the crisis have an
impact on many countries including all sectors due to the overiap and connection
between sectors activities. Therefore, it is necessary to consider that all the economic
sectors have been highly affected by the crisis, and accordingly, based on this
recommendation, the below three scenarios were adopted for all the economic sectors:

Weight %%
Optimistic Scenario 0%
Base Scenatrio 50%

Pessimistic Scenario 50%

Loss Given Default (LGD)
The Bank increased the percentage of loss given default (LGD) for the housing loan
portfolio for all stages by 5%.

Management Overlay

The bank’s management has reached logical expectations for the ocutputs of this event,
in addition to refiecting the bank’s direction in assessing the impact on specific sectors
or specific clients based on the study of each sector or client separately.

andemic on the bank's liquidity levels
The bank has prepared all scenarios related to stress testing, knowing that the bank
maintains comfortable levels that enable it to respond effectively to the market
conditions. Noting that the Central Bank of Jordan directions relating to the COVID19
pandemic had a huge impact on supporting the liguidity in the Banking sector.

3. Significant Accounting Policies

Amendments to IAS 1 and IAS 8 Definition of material
The amendments are intended to make the definition of material in IAS 1 easier to
understand and are not intended to alter the underlying concept of materiality in IFRS
Standards. The concept of ‘obscuring’ material information with immaterial
information has been included as part of the new definition.

The threshold for materiality influencing users has been changed from ‘could influence’
to 'could reasonably be expected to influence’.

The definition of material in IAS 8 has been replaced by a reference to the definition
of material in IAS 1. In addition, the IASB amended other Standards and the
Conceptual Framework that contain a definition of material or refer to the term
‘material’ to ensure consistency.

The amendments are applied prospectively for annual periods beginning on or after 1
January 2020, with earlier application permitted.

Amendments to IFRS 3 Definition of a business

The amendments clarify that while businesses usually have outputs, outputs are not
required for an integrated set of activities and assets to qualify as a business. To be
considered a business an acquired set of activities and assets must include, at a
minimum, an input and a substantive process that together significantly contribute to
the ability to create ocutputs.

Additional guidance is provided that helps to determine whether a substantive process
has been acquired.

-10 -




The amendments introduce an optional concentration test that permits a simplified
assessment of whether an acquired set of activities and assets is not a business.
Under the optional concentration test, the acquired set of activities and assets is not
a business if substantially all of the fair value of the gross assets acquired is
concentrated in a single identifiable asset or group of similar assets.

The amendments are applied prospectively to all business combinations and asset
acquisitions for which the acquisition date is on or after the first annual reporting
period beginning on or after January 1, 2020.

Amendments to References to the Conceptual Framework in IFRS Standards
Together with the revised Conceptual Framework, which became effective upon
publication on 29 March 2018, the IASB has also issued Amendments to References
to the Conceptual Framework in IFRS Standards. The document contains
amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS 8, IAS 34, IAS 37, IAS
38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and SIC-32.

Not all amendments, however, update those pronouncements with regard to
references to and quotes from the framework so that they refer to the revised
Conceptual Framework. Some pronouncements are only updated to indicate which
version of the Framework they are referencing to (the IASC Framework adopted by
the IASB in 2001, the IASB Framework of 2010, or the new revised Framework of
2018) or to indicate that definitions in the Standard have not been updated with the
new definitions developed in the revised Conceptual Framework.

The amendments, where they actually are updates, are effective for annual periods
beginning on or after January 1, 2020, with early application permitted.

Basis of Consolidation of the Financial Statements

The accompanying consolidated Interim Condensed financial statements include the
financial statements of the Bank and the subsidiary under its control. Moreover,
control is achieved when the Bank has the ability to control the investee company,
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.

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 Interim
Condensed statement of Profit or Loss 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-of subsidiary are incorporated into
the consolidated statement of Profit or Loss up to the effective date of disposal,
which is the date on which the Bank loses control over its subsidiary.

- 11 -



Non-controlling interests represent that part of the equity that is not owned by the Bank.
Non-controlling interests 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, 2020 represents the following:

- ___Arab Co-operation for Financial Investments (ABCI)

Arab Co-operation for Financial Investments is wholly owned by the Bank, and its
objective is to carry out brokerage investments on behalf of its clients, in addition to
providing financial consultation services on stock exchange investing. Its paid-up
capital amounted to JD 15,600,000, total assets to 1D 46,918,259, and total liabilities
to JD 22,187,934 as at March 31, 2020. Moreover, its total revenues amounted to JD
1,085,184, and total expenses to JD 662,426 for the period ended March 31, 2020,
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;

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

e Has the ability to use its power to affect the investee's returns.

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.

In this regard, 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

e 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 Profit or Loss statement.

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

¢ & © o0 ¢ 9 ©
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Cash and balances at Central Bank of Jordan

The details of this item is as follows:

December 31,

March 31, 2020 2019
(Reviewed) {Audited)
D D

Cash on hand 11,249,110 7,440,297
Balances at central bank of Jordan:

Current accounts and demand deposits 13,844,112 13,455,319
Statutory cash reserve 45,306,988 42,052,513
Certificates of deposits - 5,100,000
Total 70,400,210 68,048,129

The statutory cash reserve amounted to 1D 45,306,988 as of March 31, 2020 (JD

42,052,513 as of December 31, 2019).

There are no restricted balances except for the statutory cash reserve as of March

31, 2020 and December 31, 2019.

Balances with the Central Bank of Jordan are classified as part of the first stage in
accordance with the requirements of IFRS (9), and there are no transfers between
the first, second and third stages or non-performing balances during the Three-

months ended March 31, 2020.
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Direct credit facilities -~ net
The details of this iterns are as follows:

Individual (Retail)
Overdrafts*

Loans and bills **
Credit cards

Real Estate loans

Corporate
Overdrafts*
Loans and bills **

Small and medium enterprises

Overdrafts*

Loans and bilis **

Government and public sector ¥*%
Total

Less: Interest in suspense
Less: Expected credit loss
Direct credit facilities - net

March 31, December 31,
2020 (Reviewed) 2019 (Audited)
D D
26,206,046 22,441,930
271,892,419 261,342,865
4,123,308 4,124,525
74,326,952 75,441,342
83,245,999 97,272,549
189,897,965 182,362,319
6,388,204 5,791,976
13,675,826 13,735,065
20,721,465 11,748,501

690,478,184

674,261,072

(11,580,870)
(45,619,268)

(10,712,425)
(42,545,193)

633,278,046

621,003,454

Net of interest and commission received in advance amounting to 3D 12,545 as of
March 31, 2020 (JD14,356 as of December 31, 2019).

Net of interest and commissions received in advance amounting to JD 126,326 as
of March 31, 2020 (JD 90,291 as of December 31, 2019).

At March 31, 2020 non-performing credit facilities amounted to JD 52,120,969 (ID
51,214,277 as of December 31, 2019) which represent 7.549% as of March 31,
2020 (7.596% as of December 31, 2019) of gross facilities.

At March 31, 2020 non-performing credit facilities after deducting interest
suspended amounted to 1D 40,450,099 (1D 40,501,852 as of December 31, 2019)
which represent 5.971% as of March 31, 2020 (6.104% from the opening balance
as of December 31, 2019).

At March 31, 2020 the credit facilities that granted to the Jordanian government
with guarantee amounted to JD 20,721,465 (JD 11,748,501 as of December 31,
2019) which represent 3.001 % as of March 31, 2020 {1.742 % as of December
31, 2019) of gross facilities.
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Interest in Suspense:

The detailed movement on interest in suspense is as follows:

Companies
Large
Real Corporate
For the Three-month Ended on March 31, 2020 Individuals Estate Customers SMEs Total
D i ib] D D D
Balance - beginning of the period (Audited} 6,995,654 238,862 2,748,638 729,271 10,712,425
Add: Suspended interest during the period 358,656 29,584 495,505 73,399 957,144
Less: Interest in suspense reversed to
Income (80,730} - (2,298) (400) (83,428)
Written-off suspended interest (8) - {4,903) (360) (5,271)
Balance - End of the Period {Reviewed) 7,273,572 268,446 3,236,942 801,910 11,580,870
For the Year Ended December 31, 2019
Balance - beginning of the year (Audited) 6,024,151 161,933 1,471,220 466,083 8,123,387
Add: Suspended interest during the year 1,417,252 100,284 1,336,485 306,483 3,160,504
Less: Interest in suspense reversed to
Income (342,793)  (20,089) (49,779) (7,309} {419,970)
Written-off suspended interest (102,956) (3,266) (9,288) (35,986) (151,496)
Balance - End of the year {(Audited) - 6,995,654 238,862 2,748,638 729,271 10,712,425

9, Financial assets at fair vaiue through other comprehensive income

The details of this items 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

-18 -

March 31, December 31,
2020 (Reviewed) 2019 (Audited)
Jo D

560,611 597,004
2,022,834 2,023,688
138,532,868 135,528,341
6,782,844 10,693,743
(7,037) {20,563)

147,892,120

148,822,213




10.

Financial assets at amortized cost

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

The details of this item is as follows:

Unquoted Financial Assets:
Government and Government guaranteed

financial bonds
Other financial bonds

Less: Expected credit loss provision

Bonds and treasury bills analysis:

Fixed return

Variable return

Total

Bond Analysis IFRS (9):

Stage (1)
Stage (2)
Stage (3)

Total

Government and Government guaranteed bonds

Total

March 31, Decermber 31,
2020 2019
(Reviewed) {Audited)
1D D
80,343,564 122,471,590
15,000,000 15,000,000
95,343,564 137,471,590
(5,638) (10,129)
95,337,926 137,461,461
88,343,564 130,471,590
7,000,000 7,000,000
95,343,564 137,471,590
95,343,564 137,471,590
95,343,564 137,471,590
March 31, December 31,
2020(Reviewed) 2019(Audited)
D D
67,135,568 35,012,800
67,135,568 35,012,800

On September 3, 2018 the Bank sold one bond of Jordanian treasury bonds with a
nominal value of 1D 15,000,000 to Arab Bank. The amount of repurchasing agreement
for the bond JD 15,003,476, the amount received was JD 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 JD 20,007,991, the received amount was 1D 19,378,304 as borrowed money 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.

On March 31, 2020 the Bank sold one bond of Jordanian treasury bonds with a nominai
value of 1D 7,107,000 to central bank. The agreed upon repurchasing amount was JD
7,070,598, the received amount was JD 7,728,261 as borrowed money with 2.01%
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 June 30, 2020,

On March 18, 2020 the Bank sold four bonds of Jordanian treasury bonds with a nominal
value of JD 25,000,000 to central bank. The agreed upon repurchasing amount was JD
25,053,503, the received amount was JD 24,976,027 as borrowed money with 2.5024%
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 April 1, 2020.
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i2. Right of Use Asseis / Lease Liability Contracts

The detaiis of this item is as follows:
1. Right of Use Assets:

The bank lease many assets including lands and buildings, and the average lease term

is 5 years.

The following is the movement on the right- of-use assets during the year:

Balance Beginning of the period/ year (adjusted)
Add: additions during the period / year
Less: cancellation of lease contracts for the period/ year

Less: Amortization for the period / year

Balance - End of the Period / Year

Amortization for the Period/ year
Interest for the Period/ year

Interest for the Period/ year

Lease expense during the Period/ year

2. Lease Liability Contracts

Balance Beginning of the period/ year (adjusted)
Add: additions during the period / year

Interest During the period / Year

Less: Paid during the year

Less: cancellation of lease contracts for the period/ year

Balance - End of the Period / Year

-20 -

For the period ended
March 31, 2020

For the year ended
December 31, 2019

D D
3,357,169 3,947,943
269,600 163,711
(383,125) (46,484)
(161,546) (708,001)
3,082,098 3,357,169

For the period ended
March 31, 2020

For the year ended
December 31, 2019

D D
(161,546) (715,763)
(45,172) (202,929)
(206,718) (918,692)

For the pericd ended
March 31, 2020

For the year ended
December 31, 2019

D D
3,223,659 3,947,943
269,600 163,711
45,172 202,929
(324,902) (1,054,901)
(375,138) (36,023)
2,838,391 3,223,659




13. Other assets
The details of this item are as follows:

March 31, 2020 December 31,
{Reviewed) 2019 (Audited)

D D
Revenue and interest under collection 4,167,306 6,326,852
Prepaid expenses 1,419,264 625,389
Assets seized by the Bank against due debts * 2,478,283 2,429,211
Assets / profits of unrealized financial derivatives 304,796 213,032
Other receivables/brokerage company 5,086,842 74,338
Land held for sale/brokerage company 1,849,850 1,849,850
Discounted LC's 15,677,471 18,593,834
Other 2,069,414 2,142,297
Total 33,053,226 32,254,803

*  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 Centrat Bank may extend this period to a maximum of two consecutive years. |

March 31, December 31,
2020 (Reviewed) 2019(Audited)
JD 1D
Balance at the beginning of the period 2,429,212 1,794,702
Additions 49,071 164,546
Disposals - (33,340)
Provision for Assets seized for the year ** - 503,303

Balance - End of the Year 2,478,283 2,429,211

** The provision for the real state is JD 100,661 as of March 31, 2020 and December 31, 2019
for the seized assets owned by the bank for period exceeding four years.
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14. Customers’ deposits
This item consists of the following:

Small and Government

For the Three -Months ended as of March 31,
2020 (Reviewed)

Current and demand deposits

Saving accounts
Time and notice deposits

Total

For the vear ended as of December 31, 2019
(Audited)

Current and demand deposits

Saving accounts
Time and notice deposits

Total

Large medium and public

Individual Companies companies sector Total

b D D iD his]
47,255,008 17,974,370 13,050,927 821,762 79,102,067
28,310,990 249,341 67,738 250,043 28,878,112
291,463,530 178,946,342 8,240,393 60,505,384 539,155,649
367,029,528 197,170,053 21,359,058 61,577,189 647,135,828
44,486,572 14,889,968 13,220,196 1,023,878 73,620,614
28,166,082 180,893 437,575 336,109 29,120,659
292,752,175 190,816,036 6,224,521 73,827,030 563,619,762
365,404,829 205,886,897 19,882,292 75,187,017 666,361,035

as of December 31, 2019) of total customers’ deposits.

- Jordan Government and public sector deposits amounted to JD 61,577,189 as of March
31, 2020 (JD JD75,187,017 as of December 31, 2019) representing 9.515% (11.283%

- Non-interest bearing deposits amounted to JD80,342,083 as of March 31, 2020 (JD
78,313,134 as of December 31, 2020) representing 12.415% (11.752% as of December

31, 2019) of total deposits.

of total deposits.

- Restricted deposits amounted to JD 92,326,587 as of March 31, 2020 (JD 92,215,864
as of December 31, 2019) representing 14.252% (13.839% as of December 31, 2019)

- Dormant accounts amounted to JD 12,023,159 as of March 31, 2020 (JD 12,326,812 as

of December 31, 2019).
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i5. Income tax
3.

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

March 31,
2020 December 31,
(Reviewed) 2019 (Audited)
D iin}
Balance at the beginning of the period/ year 2,478,661 4,998,955
Income tax paid (206,914) (4,598,033)
Accrued income tax 1,377,950 2,077,739
Balance at the end of the period/ year 3,649,697 2,478,661

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

For the Three-Months Ended as of

March 31,
2020 2019
{Reviewed) (Reviewed)
D D

Current income tax liabilities for the period 1,377,950 1,159,823
Deferred tax assets for the period {1,002,508) (426,255)
Reversal of deferred tax assets 943,732 547,750

1,319,174 1,281,318

The statutory tax rate on banks in Jordan is 35%, in addition to 3% payable towards the
national aid fund and the statutory tax rate on the subsidiary is 24%, in addition to 4%
payable towards the national aid fund.

A final settlement with Income Tax Department has been reached for the bank and the
subsidiary for the year 2016 and 2018.

The tax declaration for the Bank for 2017 and 2019 was submitted and no final decision
has been made by income tax department until preparation of these financial statements.

A final settlement was made with the income tax department of the subsidiary company
for 2016 except for the year 2015 where a self-assessment statement was submitted for
that year. It was reviewed by the Income and Sales Tax Department and a decision was
made to claim additional taxes amounted to JD 44,370, However, the subsidiary company
objected the decision with the objection authority, and this decision was issued by the
objection committee to support the estimator’s decision, and accordingly the subsidiary
company Appealing the decision of the objection committee at the Tax Court of First
Instance, and the case is still pending before that court. The tax return was submitted for
a year 2017 and 2018 and no final decision was issued by the Income and Sales Tax
Department.
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16, Other liabilities
The details for this item is as follows:

March 31, December 31,
2020 2019
{Reviewed) (Audited)
D D
Interest payable 7,978,578 7,927,646
Revenue received in advanced 167,180 210,115
Accounts payable 22,034,853 9,026,309
Unpaid and accrued expenses 1,571,267 1,161,301
Losses derivative financial liabilities / Unrealized 362,669 187,228
Certified cheques withdrawn by the bank 777,367 2,483,047
Provision for expected credit losses for Off -balance sheet
items 1,557,155 1,216,771
Incentives for the board of directors 76,375 80,000
Transfers held for payment 522,029 701,611
Deferred income 70,246 76,100
Other liabilities 1,495,742 4,308,556
Total 36,613,461 27,378,684

17. Paid-up Capital
The paid-up capital amounted to JD 110,000,000 divided into 110,000,000 shares at a

par value of JD 1 per share as of March 31, 2020 (JD 110,000,000 as of December 31,
2019).

18. Reserves:
The bank did not make any transfers to legal reserves in accordance with Jordanian
companies since these are interim financial statements,

19. Fair value reserve — net
This item consists of the following:
March 31, 2020 December 31,
{Reviewed) 2019 (Audited)

D D
Balance at the beginning of the year 2,943,308 (77,148)
Unrealized profits (losses) 2,428,406 4,871,704
Deferred tax liabilities (1,004,033) (1,970,589)
Deferred tax assets 81,239 119,341
Balance at the End of the Period/ Year 4,448,920 2,943,308

The fair value reserve is shown net after clearing the balance of deferred tax assets
which amounted to JD 81,239 Tax liabilities are offset by 1,004,033 as of March 31,
2020 against deferred tax assets which amounted to JD 119,341, and the tax liabilities
are set at 1,970,589 as of December 31, 20185,
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20. Retained earnings
This item consists of the following:

March 31, 2020 December 31,

(Reviewed) 2019 (Audited)
b b
Balance at the beginning of the year 15,725,766 22,378,254
Gain from selling shares through other
comprehensive income - 7,800
Profit for the year - 1,935,274
Transfer of reserves according to central bank
instructions - (345,562)
Transfer during the period / year -
Cash dividends distributions - (8,250,000)
Balance at the End of the Period/ Year 15,725,766 15,725,766

An amount of 1D 7,218,513 as of March 31, 2020 is restricted against deferred tax
assets (JD 7,078,489 as of December 31, 2019), and an amount of 1D 4,448,520 is
restricted from the retained earnings as of March 31, 2020(JD 2,943,308 as of December
31, 2019) which represents the accumulated change in fair value including capitalization
or distribution only to the extent that it is actually realized according to Jordan Securities
Commission and Central Bank of Jordan instructions, and regulations.

Retained earnings inciudes an amount of JD 2,761 as of March 31, 2020, (JD2,761 as
of December 31, 2019) 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,

2i. Expected Credit Loss Provision on Financial Assets
This item consists of the following:

For the Period Ended March 31,

2020 (Reviewed) 2019 (Reviewed)

iD D

Deposits balances in Banks and financial institutions 5,214 754
Financial assets at fair value from other
comprehensive income (13,526) (27,732)
Financial assets at amortized cost (4,491) (18,528)
Direct credit facilities 3,074,075 1,759,738
Discounted Letters of credit (13,630) 46,158
Interests and revenues receivable 1,696 1,272
Off- balance sheets items 340,384 {184,350)

Total 3,389,722 1,677,312
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22, Basic and diluted earnings per share for the bank’s shareholders
The details for this item are as follows:
For the Three -Months
Ended March 31,

|
|
2020 2019
{Reviewed) {Reviewed)
1D JD
(Loss) Profit for the period (289,533) 1,383,513
Weighted average number of shares 110,000,000 110,000,000
Basic and diluted earnings per share (JD/ Fils) {0.003) 0.013

23. Cash and cash equivalents
The details for this item are as follows:
For the Three -Months
Ended March 31,

2020 2019
(Reviewed) (Reviewed)
D D
Cash and balances with Central Bank of Jordan
maturing within three month 70,400,210 46,804,903
Add: Balances at banks and financial
institutions maturing within 3 month 73,584,670 63,606,461
maturing within 3 month (132,754,367) {149,492,825)
Total 11,230,513 (39,081,461)

Less: Banks and financial institutions’ deposits
\

24. Businesses Segment Information:
a. 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
Officer and decision makers in the bank:
|

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

- Small and Medium Enterprises: This item includes following up on the client's
deposits and credit facilities that are classified as such based on the volume of the
granted deposits and facilities according to the Banks policies and in compliance
with the regulatory bodies instructions.

| - Corporate Accounts: This item includes following up on the client's deposits and
credit facilities that are classified as such, based on the volume of their deposits
and facilities according to the Banks policies and in compliance with the regulatory
bodies instructions.

- 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 affairs, investments in associates, property and
equipment, general management and support units management,
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- Interest rates on credit facilities range between 3% to 11.169% while interest rates on
customers’ deposits range between 0.05% to 5.57%.

- In addition to what was disclosed in the above table, the total balance of credit facilities
provided to related parties in the bank amounted to JD 4,007,434 and they numbered 135
clients against acceptable guarantees amounted to 3D 2,122,741. The interest rates payable
on credit facilities range from 4% to 12.25% Commission rates range from 0.5% to 1%.

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

For the Three-Months Ended
as of March 31,

2020 2019
(Reviewed) (Reviewed)
b i »]
Salaries and bonuses 534,429 1,157,391

26. Capital_adequacy ratic
In addition to the subscribed capital, the capital includes statutory 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:

1. Central Bank of Jordan instructions that capital adequacy ratio is kept at a minimal of
12%

2.  Comply with the minimum limit set for paid up capital for Jordanian Banks at
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 relating to the deduction of 10% of the Bank's profit before
tax towards the legal reserve.
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Common equity shareholder rights

March 31,
2020
(Reviewed)

December 31,
2019
(Audited)

Thousands 1D

Thousands 1D

Paid-up capital 110,000 110,000
Retained earnings less proposed dividends 15,723 15,723
Cumulative change in fair value of financial assets 4,449 2,943
Share premium 67 67
Statutory reserve 27,959 27,959
Voluntary reserve 197 197
Total Capital of Common Stock 158,395 156,889
Regulatory amendments (deduction from
capital)
Goodwill and intangible assets (1,595) (1,700)
Deferred tax assets (7,219) (7,078)
Total Primary Capital 149,581 148,111
Additional capital
Total Capital (Tierl) 149,581 148,111
General ranking risk reserve / stage (1) IFRS 9 5,081 3,858
Total Supporting Capital 5,081 3,858
Total Regulatory Capital 154,662 151,969
‘Total Risk Weighted Assets 781,272 756,703
Capital adequacy ratio (%) 19.80% 20.08%
Primary Capital adequacy Ratio (%) 19.15% 19.57%

According to the circular of the Governor of the Central Bank of Jordan to banks operating in
Jordan No. 1/1/4693 on April 9, 2020 and for hedging From the negative effects of the
pandemic of COVID-19, it was decided to postpone the distribution of profits by the Jordanian
banks to shareholders for the year 2019, and accordingly the amount restricted as expected
distributions.
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27. Contingent Liabilities and Commitments
This item consists of the following:

March 31, 2020  December 31,
(Reviewed) 2019(Audited)

1D D

Letters of credit:
Import LCs 43,793,677 38,486,835
Export LCs 15,907,239 5,806,818
Acceptances 5,779,539 6,321,394
Letters of guarantee:

Payments 44,183,501 33,115,284

Performance 45,360,862 60,144,356

Other 21,666,425 22,287,224
Unutilized limits 51,895,085 50,126,063

Total 228,586,328 216,287,974

28. Lawsuits raised against the bank
The lawsuits raised against the Bank amounted to JD 4,395,539 as of March 31, 2020
(JD 750,389 as of December 31, 2019). According to the management and legal advisor
opinion, no material liability will arise as a result of these lawsuits in excess of the amounts
already provided for which amounted to 1D 638,413 as of March 31, 2020 and December
31, 2019.
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