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Capital Bank of Jordan

Consolidated Financial Statements

31 December 2021




Independent auditor’s report
To the shareholders of Capital Bank of Jordan - Public Shareholding Company
Amman- the Hashemite Kingdom of Jordan

Report on the Audit of the Consolidated Financial Statements
Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of Capital Bank of Jordan (the “Bank”) and its subsidiaries (together the “Group”) as at
31 December 2021, and their consolidated financial performance and their consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards as amended by the Central
Bank of Jordan instructions.

What we have audited
The Group’s consolidated financial statements comprise:

the consolidated statement of financial position as at 31 December 2021;

the consolidated statement of income for the year then ended;

the consolidated statement of comprehensive income for the year then ended;

the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include significant accounting policies and
other explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the consolidated
financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Group in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics Standards
Board for Accountants (IESBA Code). We have fulfilled our other ethical responsibilities in accordance with
the IESBA Code.


http://www.pwc.com/

Our audit approach

Overview

Key Audit Matters o

Measurement of Expected Credit Losses

e Business combination

As part of designing our audit, we determined materiality and assessed the risks of material misstatement
in the consolidated financial statements. In particular, we considered where the directors made subjective
judgments; for example, in respect of significant accounting estimates that involved making assumptions
and considering future events that are inherently uncertain. As in all of our audits, we also addressed the
risk of management override of internal controls, including among other matters, consideration of whether
there was evidence of bias that represented a risk of material misstatement due to fraud.

We have designed the scope of the audit to perform sufficient procedures that enable us to express an
opinion on the consolidated financial statements as a whole, taking into account the Groups structure,

accounting processes, controls and business segments.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Measurement of Expected Credit Losses

The Group applies the Expected Credit Loss model
(ECL) on all its financial instruments measured at
amortised cost, debt instruments measured at fair
value through other comprehensive income and
financial guarantee contracts including financing
commitments in accordance with International
Financial Reporting Standards as amended by the
Central Bank of Jordan instructions.

The Group exercises significant judgement and makes
a number of assumptions in developing its ECL
models, which includes probability of default
computation separately for retail and corporate
portfolios, determining loss given default and exposure
at default for both funded and unfunded exposures,
forward looking adjustments and staging criteria.

We performed the following audit procedures on the
computation of the ECL included in the Group’s
consolidated financial statements for the year ended
31 December 2021:

> We assessed and tested the design and operating
effectiveness of the controls over the calculation of
the excepted credit losses model.

> We tested the completeness and accuracy of the
data used in the calculation of ECL.

> For a sample of exposures, we checked the
appropriateness of the Group’s application of the
staging criteria.




Key audit matter (continued)

For defaulted exposures, the Group exercises > We involved our internal specialists to assess the

judgements to estimate the expected future cash flows
related to individual exposures, including the value of
collateral.

The Group’s impairment policy under IFRS 9 as
amended by the Central Bank of Jordan Instructions is
presented in notes (2 and 3) to the consolidated
financial statements, and which is related to the
differences between IFRS 9 as should be implemented
and what was implemented based on the Central Bank
of Jordan instructions, and the significant accounting
policies implemented when calculating the expected
credit loss.

Due to the Covid 19 spread impacts, Management
exercised amendments on the assumptions and
expectations related to macroeconomic, Central Bank
of Jordan instructions and reflected it on the ECL
modules based on best available information then,
and whether related to specific impacted sectors and
customers as indicated in note (4) to the consolidated
financial statements.

Measurement of ECL is considered as a key audit
matter as the Group applies significant judgments and
makes a number of assumptions in the staging criteria
applied to the financial instruments as well as in
developing ECL models for calculating its impairment
provisions.

following areas:

e Conceptual framework used for developing the
Group’s impairment policy in the context of its
compliance with the requirements of IFRS 9 as
amended by the Central Bank of Jordan
instructions.

e ECL modelling methodology and calculations
used to compute the probability of default
(PD), loss given default (LGD), and exposure
at default (EAD) for the Group’s classes of
financial instruments.

e Reasonableness of the assumptions made in
developing the modelling framework including
assumptions used for estimating forward
looking scenarios and significant increase in
credit risk.

e Recalculation of the expected credit losses for
a sample of the impaired financial assets at
each stage.

e Evaluating the impact of COVID 19 on
expected credit losses model in relation to the
future economic outlook, macroeconomic
data, the probability of default, and the losses
resulting from default and its associated
weights.

In addition, for the Stage 3 corporate portfolio, the
appropriateness of provisioning assumptions were
independently assessed for a sample of exposures
selected on the basis of risk and the significance of
individual exposures. An independent view was
formed on the levels of provisions recognised,
based on the detailed loan and counterparty
information available in the credit file. For the
Stage 3 retail portfolio, assumptions were
independently assessed for each product category
and an independent view was formed on the levels
of provisions recognised at each category level.

We recalculated the provision for non-performing
loans in accordance with the Central Bank of
Jordan Instructions Number (47/2009).




Business Combination

On 11 March 2021 and as indicated in note (50) to the
consolidated financial statements, Capital Bank of
Jordan completed the merger with Audi Bank (Jordan
and Iraq branches) for a total purchase consideration
of USD 65 million. This transaction has been
accounted for in accordance with IFRS 3 Business
Combinations (“IFRS 3”) using the acquisition
method.

During 2021, management finalized the purchase
price allocation (“PPA”) exercise carried out as part of
the business combination, which in accordance with
IFRS 3 must be finalized within a period of 12 months
following the acquisition date. As a result, the Group
recognized a gain of JD 28 million as a bargain
purchase at the consolidated financial statements.

The PPA required significant management judgment
in determining the fair values of assets acquired and
liabilities assumed.

We consider business combination as a key audit
matter because of:

- the scale of the merger transaction and the PPA
exercise conducted.

> We compared the expected credit loss calculated
in accordance with IFRS 9 as amended by the
Central Bank of Jordan Instructions with the
provision for expected credit losses calculated in
accordance with the instructions of the Central
Bank of Jordan No. (47/2009) and ensured that the
Group has recorded whichever is higher.

> We assessed the consolidated financial statement
disclosures to ensure compliance with IFRS 7 and
IFRS 9 as amended by the Central Bank of Jordan
Instructions. We have also ensured completeness
and accuracy of the disclosures by verifying the
information to accounting records.

We have performed the following audit procedures
for the years ended 31 December 2021:

» Obtain the merger agreements and its related
reports and reviewed the key terms in the
agreement and updated our understanding.

» Reconciling the assets and liabilities balances of
the financial statements of Audi Bank branches in
Jordan and Iraq with the balances included in the
financial due diligence and PPA prepared by a
third party and the final balances merged in the
consolidated financial statements of the group at
the date of the acquisition.

» We assessed the design and implementation of
the key controls around:

- the modelling process, including governance
over the model and approval of key
assumptions;

- the integrity of data inputs
into the valuation models.

» We reviewed and compared the Bank’s
valuation methodology with the requirements of
IFRS 3 and involved our valuation specialists to
assist in the review of the wvaluation
methodology and the key underlying
assumptions for the PPA.




the subjectivity and judgment inherent in
determining the fair values of the assets acquired
and the liabilities assumed; and the accuracy and
completeness of the data used to calculate the
components of the provisional PPA; and the
related consolidated financial statement
disclosures.

We reviewed the valuation reports and
relevant board minutes and held discussions
with management to assess whether the
identification of the goodwill was in line with
the requirements of the acquisition as per
IFRS 3.

We assessed the adequacy of the
disclosures in the consolidated financial

statements.

Other information

The directors are responsible for the other information. The other information comprises all the other
information included in the Group’s annual report (but does not include the consolidated financial
statements and our auditor’s report therein), which is expected to be made available to us after the date of
this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we do not
and will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

When we read the other information not yet received, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance.

Responsibilities of management and those charged with governance for the consolidated financial
statements

The directors are responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards as modified by the Central Bank
of Jordan instructions. and with other identified applicable laws in the Hashemite Kingdom of Jordan, and
for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s consolidated financial reporting
process.



Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

o Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.



We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements
The Bank maintains proper accounting records in accordance with International Financial Reporting
Standards as amended by the Central Bank of Jordan, and which are in agreement with the accompanying

consolidated financial statements. We recommend the General assembly of the Shareholders to approve
these consolidated financial statements.

For and on behalf of PricewaterhouseCoopers “Jordan”

s, M 6?“
Hazem Sababa /1 =
License No. (802)

Amman, Jordan
7 February 2022




Capital Bank of Jordan
Consolidated Statement of Financial Position
As at 31 December 2021

Assets

Cash and balances with central banks

Balances at banks and financial institutions

Financial assets at fair value through other comprehensive income
Loans valued at fair value through the income statement
Direct credit facilities, net amortized cost

Financial assets at amortized cost

Pledged Financial Assets

Property, plant and equipment, net

Intangible assets, net

Right-of-use leased assets

Deferred tax assets

Other assets

Total Assets

Liabilities And Equity

Liabilities

Banks and financial institutions’ deposits
Customers' deposits

Margin accounts

Loans and borrowings

Income tax provision

Deferred tax liabilities

Sundry provisions

Expected credit losses provision against off-balance sheet items
Lease liabilities

Other liabilities

Subordinated loans

Total Liabilities

Equity

Equity attributable to the Bank’s shareholders
Paid in capital

Additional paid in capital

Statutory reserve

Treasury Stocks

Foreign currency translation adjustments

Fair value reserve

Retained earnings

Net equity attributable to the Bank’s shareholders
Non-controlling interest

Net Equity

Total Liabilities and Equity

Notes 31/12/2021 31/12/2020

D D
5 425,840,132 295,853,517
6 312,546,731 142,537,265
7 195,500,838 89,577,134
8 82,883,298 112,529,504
9 2,031,147,338 1,302,958,951
10 987,021,419 563,884,457
11 - 32,599,621
12 66,322,336 38,873,085
13 30,502,672 21,705,921
15 10,577,712 3,943,039
22 19,350,284 15,562,847
14 149,612,655 128,779,976
4,311,305,415 2,748,805,317
16 381,144,289 138,058,853
17 2,770,807,278 1,674,212,806
18 233,663,764 151,723,382
19 414,265,782 329,991,227
22 4,484,833 4,887,737
22 2,881,882 2,815,978
21 2,497,992 3,518,481
48 4,889,017 4,360,854
15 11,863,620 3,983,732
23 64,296,322 51,204,957
20 28,360,000 28,360,000
3,919,154,779 2,393,118,007
24 200,000,000 200,000,000
709,472 709,472
26 56,114,618 44,186,425
- (2,707,491)
27 (16,540,837) (16,540,837)
28 813,120 3,619,029
30 121,913,754 78,096,479
363,010,127 307,363,077
29,140,509 48,324,233
392,150,636 355,687,310
4,311,305,415 2,748,805,317

The accompanying notes from 1 to 52 are an integrated part of these consolidated financial statements.



Capital Bank Of Jordan
Consolidated Statement Of Income
For the Year Ended 31 December 2021

Interest income

Less: Interest expense
Net interest income
Commission income

Less: commission expense
Net commission income

Gain from foreign currencies

Dividends income from financial assets at fair value through other
comprehensive income

Gain from sale of financial assets at fair value through other comprehensive
income -debt instruments

loss on evaluation of Loans valued at fair value through the income
statement

Other income

Net Income

Employees’ expenses

Depreciation and amortization

Other expenses

Donations due to COVID-19

Loss on sale of seized property

Expected credit losses on financial assets
Impairment on seized assets, net
(Return from) Sundry provisions

Total expenses

Result of acquisition
Expenses of acquisition

Income before tax
Less: Income tax expense

Net profit for the year

Attributable to:
Bank’s shareholders

Non - controlling interest

Basic and diluted earnings per share

The accompanying notes from 1 to 52 are an integrated part of these consolidated financial statements.

Notes 2021 2020
JD JD
31 180,718,962 130,286,038
32 78,712,392 61,216,002
102,006,570 69,070,036
31,238,988 27,612,010
6,296,656 3,198,108
33 24,942,332 24,413,902
34 4,414,507 11,648,029
7 337,276 233,577
’ 21,019 1,070,702
8 (763,000) -
38 6,543,772 4,224,694
137,502,476 110,660,940
39 32,744,132 21,508,460
12-13-15 10,276,339 6,347,745
37 28,505,367 18,945,164
- 1,178,739
687,287 116,202
44-1-a 19,955,072 24,545,414
14 (67,416) (16,038)
21 42,202 27,740
92,142,983 72,653,426
28,077,962 -
(2,701,444) .
70,736,011 38,007,514
22 9,729,187 7,705,436
61,006,824 30,302,078
78,813,333 25,956,079
(17,806,509) 4,345,999
61,006,824 30,302,078
JD/Fils JD/Fils
38 0.394 0.130




Capital Bank of Jordan
Consolidated Statement of Comprehensive Income
For the Year Ended 31 December 2021

Income for the year
Add: items that may be reclassified to profit or loss in subsequent periods

after excluding the impact of tax

Exchange differences on translation of foreign operation

Income tax relating to these items

Change in the fair value of debt instruments at fair value through other
comprehensive income - debt instruments

Gains from sales of debt instruments at fair value through other comprehensive
income moved to income statement

Add: items that will not be reclassified to profit or loss in subsequent
periods after excluding the impact of tax

Change in the fair value of equity instruments at fair value through other
comprehensive income-equity instruments

Total other comprehensive income for the year net of tax

Total comprehensive income for the year

Attributable to:

Bank’s shareholders

Non-controlling interest

2021 2020
D D

61,006,824 30,302,078
- (19,045,355)
(2,945,734) 2,469,181
(21,019) (1,070,702)
1,017,575 (69,427)
(1,949,178) (17,716,303)
59,057,646 12,585,775
76,525,313 16,341,102

(17,467,667)

(3,755,327)

59,057,646

12,585,775

The accompanying notes from 1 to 52 are an integrated part of these consolidated financial statements.



Capital Bank Of Jordan
Consolidated Statement of Cash Flows

For the Year Ended 31 December 2021

Operating Activities

Profit before income tax

Adjustments for Non-Cash Items
Depreciation and amortization
Impairment loss on direct credit facilities
Impairment on assets seized by the bank
Result of acquisition

Sundry provisions

Net accrued interest (receivable) payable

Effect of exchange rate changes on cash and cash equivalents

Cash flows from operating activities before changes in assets and liabilities

Changes in assets and liabilities -

Restricted balances

Restricted balances at central banks

Banks and financial institutions' deposits

Financial assets at fair value through Income statement
Direct credit facilities at amortized cost

Other assets

Banks and financial institutions' deposits maturing in more than three months
Customers’ deposits

Margin accounts

Other liabilities

Paid sundry provisions

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

Income tax paid

Net cash flow (used in) from operating activities

Investing Activities

Purchase of financial assets at fair value through other comprehensive income
Sale of financial assets at fair value through other comprehensive income
Cash as a result of acquisition

Purchase of financial assets at amortized cost

Sale / maturity of financial assets at amortized cost

Change in financial assets pledged as collateral

Purchase of property and equipment

Purchase of intangible assets

Net cash flow used in investing activities

Financing Activities

Proceeds from loans and borrowings

Repayment of loans and borrowings

obligations repaid during the year

Treasury Shares

Cash dividends

Net cash flow (used in) from financing activities

Net cash and cash equivalents

Effect of exchange rate changes on National Bank of Iraq

Effect of exchange rate changes on cash and cash equivalents

Cash and cash equivalent at the beginning of the year

Cash and cash equivalent at the end of the year

Notes 2021 2020

D D

70,736,011 38,007,514

10,276,339 6,347,745

19,955,072 24,545,410
(67,416) (16,038)

(28,077,962) -
42,202 (27,740)

(6,211,637)
(2,001,617)

(3,603,377)
(5,253,774)

64,650,992 59,999,740
(213,110) (4,934,347)
(18,943,388) 4,092,925
5,000,000 (5,000,000)

- 3,054,812
(484,675,432) (327,582,539)
(1,687,108) 7,338,942

- 403,875

708,714,395

346,685,961

13,824,934 (17,286,184)
3,206,141 12,137,606
(1,062,691) (547,238)
288,814,733 78,363,553
(7,282,792) 78,363,553
281,531,941 156,727,106

(132,361,325)

(36,212,955)

25,328,519 6,092,116
78,106,643 -
(390,891,818) (55,305,272)
121,786,057 (1,782,694)
32,599,621 -
(18,017,951) (10,937,383)
(10,208,555) (10,051,495)
(293,658,809) (108,197,683)

190,163,728

283,118,363

(112,880,236) (119,914,136)

(1,808,449) (1,432,076)

5,109,406 (4,377,511)

(27,705,253) -

52,879,196 157,394,640

40,752,328 117,938,829

2,001,617 (24,888,870)

- 5,253,774

40 263,032,649 164,728,916
305,786,594 263,032,649

The accompanying notes from 1 to 52 are an integrated part of these consolidated financial statements.



Capital Bank of Jordan
Consolidated Statement of Changes in Owners Equity
For the Year Ended 31 December 2021

31 December 2021
Balance at 01 January 2021
Profit for the year

Change in financial assets at fair value through other comprehensive income
- debt instruments

Realized gainsfrom selling financial assets at fair value through other
comprehensive income moved to income statement

Change in financial assets at fair value through other comprehensive income
- equity instruments

Total other comprehensive income

Transferred to retained earnings from losses on sale of equity instruments at
fair value through other comprehensive income (note 7 - 28)

Transferred to reserves
Treasury stocks for subsidiaries
Dividends (note 25,29)

Balance at 31 December 2021

31 December 2020
Balance at 01 January 2020 as previously stated
Profit for the year

Changes in foreign currency translations from foreign operations

Change in financial assets at fair value through other comprehensive income
- debt instruments

Realized gainsfrom selling financial assets at fair value through other
comprehensive income moved to income statement

Change in financial assets at fair value through other comprehensive income
- equity instruments

Total comprehensive income for the year

Transferred to retained earnings from losses on sale of equity instruments at
fair value through other comprehensive income (note 7 - 28)

Transferred to reserves
Treasury stocks for subsidiaries

Balance at 31 December 2020

*

Attributable to owners of the parent entity

Reserves
Forei Equity attributable t
Issued and Paid in Additional paid in oreien cur.rency N . " quity attribu ,a eto Non-controlling .
N N Statutory Treasury Shares translation Fair value reserve Retained earnings* the Bank's N Total equity
Capital capital N interest
adjustments shareholders

D D D D D D D D D D

200,000,000 709,472 44,186,425 (2,707,491) (16,540,837) 3,619,029 78,096,479 307,363,077 48,324,233 355,687,310
- - - - - - 78,813,333 78,813,333 (17,806,509) 61,006,824
- - - - - (3,231,773) - (3,231,773) 286,039 (2,945,734)
- - - - - (21,019) - (21,019) - (21,019)
- - - - - 964,772 - 964,772 52,803 1,017,575
- - - - - (2,288,020) 78,813,333 76,525,313 (17,467,667) 59,057,646
- - - - - (517,889) 517,889 - 1,527 1,527
- - 11,928,193 - - (11,928,193) - - -
- - 2,707,491 - - 414,246 3,121,737 1,987,669 5,109,406
- - - - - (24,000,000) (24,000,000) (3,705,253) (27,705,253)

200,000,000 709,472 56,114,618 - (16,540,837) 813,120 121,913,754 363,010,127 29,140,509 392,150,636

Forei Equity attributable t
Issued and Paid in Additional paid in P oreign cul:rency . . " quity attribu ,a eto Non-controlling .
N N Statutory General banking risk translation Fair value reserve Retained earnings* the Bank's N Total equity
Capital capital . interest
adjustments shareholders

D i) i) i) i) i) D i) D o

200,000,000 709,472 41,201,491 - (5,223,143) 1,636,797 55,404,849 293,729,466 53,749,580 347,479,046
- - - - - - 25,956,079 25,956,079 4,345,999 30,302,078
- - - - (11,317,694) - - (11,317,694) (7,727,661) (19,045,355)
- - - - - 2,817,728 - 2,817,728 (348,547) 2,469,181
- - - - - (1,070,702) - (1,070,702) - (1,070,702)
- - - - - (44,309) - (44,309) (25,118) (69,427)
- - - - (11,317,694) 1,702,717 25,956,079 16,341,102 (3,755,327) 12,585,775
- - - - - 279,515 (279,515) - - -
- - 2,984,934 - - - (2,984,934) - - -
- - - (2,707,491) - - - (2,707,491) (1,670,020) (4,377,511)

200,000,000 709,472 44,186,425 (2,707,491) (16,540,837) 3,619,029 78,096,479 307,363,077 48,324,233 355,687,310

Securities and Exchange Commission regulations until the amount becomes realized .

— An amount equal to the negative balance of fair value reserve is restricted within retained earning and cannot be utilized, unless approval is taken from the Central Bank.

Retained earnings include JD 19,350,284 which represents deferred tax assets as at 31 December 2021 against JD 15,562,847 as at 31 December 2020, according to the Central Bank of Jordan’s regulations these balances are restricted.

Retained earnings include JD 958,330 as at 31 December 2021 against JD 962,559 as at 31 December 2020, this amount represents unrealized gain as a result of early adoption of IFRS9 related to classification and measurement. This amount is not available for distribution according to the

The general banking risks reserve is a restricted reserve that cannot be utilized without prior approval of the Central Bank of Jordan. Regarding the implementation of IFRS 9 the Central Bank of Jordan issued Circular No.10/1/1359 on 25 January 2018, allowing banks to transfer the balance of

general banking risk reserve to retained earnings to reflect the impact of IFRS 9 on the opening balance of retained earnings as at 1 January 2018. The Circular also stipulates that the balance of a general bank risk reserve item is a restricted balance. Dividends may not be distributed as dividends to

shareholders and may not be used for any other purpose except with the approval of the Central Bank of Jordan. The unutilized balance amounted to 8,840,593

The accompanying notes from 1 to 52 are an integrated part of these consolidated financial statements.



Capital Bank of Jordan
Notes to the Consolidated Financial Statements
31 December 2021

(1) General Information

The Bank is a public shareholding company registered and incorporated in Jordan on 30 August 1995 in accordance with the Companies Law No. 1 of
(1989). Its registered office is in Amman.

The Bank provides its banking services through its twenty three branches located in Amman - Jordan and its subsidiaries Capital Investment and
Brokerage Company in Jordan Ltd, National Bank of Iraq in Iraqg, Capital Investment Fund Company in Bahrain, and Capital Bank Corporate Advisory
(Dubai International Finance Center) Ltd.

The Bank has subsequently increased its capital during prior years from JD 20 million to reach JD 200 million. The increases in capital were effected
through capitalizing its distributable reserves, retained earning and private placements.

Capital Bank of Jordan shares are listed at Amman Stock Exchange - Jordan.

The consolidated financial statements were approved by the bank’s board of directors at its meeting No. 01/2021 on January 27, 2022 and are subject
to the approval of the Central Bank and the General Assembly of Shareholders.

(2) Basis of the preparation of the consolidated financial statements

The consolidated financial statements for the year ended 31 December 2021 for the Bank and its subsidiaries (together “the Group”) were prepared in
accordance with the standards issued by the International Accounting Standards Board and the interpretations issued by the International Financial
Reporting Interpretations Committee affiliated to the International Accounting Standards Board, as amended by the Central Bank of Jordan.

(2-1) The main differences between the IFRSs as they must be applied and what has been approved by the Central Bank of Jordan are the following:
B

a) Provisions for expected credit losses are formed in accordance with the instructions of the Central Bank of Jordan (No. 13/ 2018) “Application of the
IFRS (9)” dated 6 June 2018 and in accordance with the instructions of the supervisory authorities in the countries in which the bank operates,
whichever is stricter. The significant differences are as follows:

- Debt instruments issued or guaranteed by the Jordanian government are excluded, so that credit exposures are treated and guaranteed by the
Jordanian government without credit losses.

- When calculating credit losses against credit exposures as per IFRS 9 instructions, the calculation results are compared with the Central Bank of Jordan
instructions No. (47/2009) of 10 December 2009 for each stage separately and the stricter results are taken.B

As stated in Central Bank of Jordan (CBJ) instructions for classification of credit facilities and calculating impairment provision No. (47/2009) dated 10
December 2009, the credit facilities are classified into the following categories:

a) Low Risk Credit Facilities, no provisions calculated on:

The credit facilities that have any of the following characteristics:

1) Granted to and Guaranteed by the Jordanian Government and to the governments of countries in which the Jordanian banks have foreign branches,
provided that such facilities are held in the host country’s currency.

2) 100% collateralized by cash margin (of the any-time outstanding amount).

3) 100% guaranteed by an acceptable bank guarantee

b) Acceptable Risk Credit Facilities, no provisions calculated on:

The credit facilities that have the following characteristics:

1) Strong financial positions and adequate cash flows.

2) Legally documented and well covered by acceptable collaterals.

3) Good alternative cash resources for repayment.

4) Active movement of the relative account and timely payment of principal and interest.
5) Competent management of the obligor.

c) Watch-List Credit Facilities (Requiring special attention), impairment provisions are calculated on the below at a rate between 1.5% and 15%:
The credit facilities that have any of the following characteristics:

1) The existence of past dues of principal and/or interest for a period exceeding (60) days but less than (90) days.

2) Overdraft exceeding the approved limit by (10%) or more for a period exceeding (60) days but less than (90) days.

3) Credit facilities which were previously classified as non-performing loans, and then reclassified as performing loans according to rescheduling.
4) Acceptable risk credit facilities which have been restructured twice within 12 months.

5) Credit facilities that are more than (60) days old and less than (90) days have passed since their expiry date and have not been renewed.

The above is in addition to the conditions mentioned in details in the instructions.



d) Non-Performing Credit Facilities

The credit facilities that have any of the following characteristics:

1) The maturity of the credit facilities or of one of its installments, irregularity of repaying of principal and/or interest of credit facilities and / or
dormant overdraft have been past due for the following periods:

Percentage of
Category Days Overdue provision for the first
vear
Substandard 90 - 179 days 25%
Doubtful 180 - 359 days 50%
Loss More than 360 days 100%

2) Overdraft facilities exceeding approved limits by (10%) or more for a period of (90) days or more.

3) Credit facilities which have matured and become invalid for a period of (90) days or more and have not been renewed.

4) Credit facilities extended to any obligor who went bankrupt, or to companies which were subjected to liquidation.

5) Credit facilities which have been restructured for three times within 12 months.

6) Overdrawn current and on demand accounts for a period of (90) days or more.

7) Guarantees claimed by the beneficiary and paid by the bank on behalf of the clients, where their values have not been debited to their accounts and
are still unpaid for a period of (90) days or more.

- A low provision is calculated on credit facilities according to the instructions of 47/2009 for this category of facilities according to the above rates and
the amount of the facilities not covered by acceptable guarantees during the first year, while the provision is completed for the amount covered by 25%
over a period of four years.

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

- Assets that have been reverted to the Bank appear in the consolidated statement of financial position within other assets at the amount of which they
were reverted to the Bank or the fair value, whichever is less, and are reassessed on the date of the consolidated financial statements individually. Any
impairment in their value is recorded as a loss in the consolidated statement of profit or loss and the increase is not recorded as revenue. The
subsequent increase is taken to the consolidated statement of profit or loss to the extent that it does not exceed the value of the previously recorded
impairment. As of the beginning of 2015, a gradual provision was made for real estate acquired for more than 4 years against debts according to the
Circular of the Central Bank of Jordan No. 4076/1/15 dated 27 March 2014 and No. 2510/1/10 dated 14 February 2017. Noting that the Central Bank of
Jordan issued Circular No. 13967/1/10 dated 25 October 2018, in which the Circular No. 16607/1/10 dated 17 December 2017was approved for
extension. The Central Bank of Jordan also confirmed postponing the calculation of the provision until the end of the year 2019. According to the
Central Bank’s Circular No. 16239/1/10 dated 21 November 2019, deduction of the required provisions against real estate acquired is made at the rate
of (5%) of the total book values of these properties (regardless of the period of violation) as of the year 2021, so that the required percentage of 50%
of these properties are reached by the end of the year.

- Additional provisions are calculated in the consolidated financial statements against some of the Bank's external investments in some neighboring
countries, if any, according to the Central Bank of Jordan.

- Disclosures about the consolidated financial statements of the group have been presented according to the instructions issued and the required forms
required by the Central Bank of Jordan.

- The notes about the consolidated financial statement were presented in accordance with the instructions and the securities, by the central Bank of
Jordan.

- Some items are classified and presented in the Consolidated Statement of Financial Position, Consolidated Statement of Income and the
Consolidated Statement of Cash Flows and the related disclosure, , such as credit facilities, interest in suspense, expected credit losses, investments,
fair value levels, segments classification and disclosures related to risks and others, are presented and disclosed in accordance with the requirements of
the Central Bank of Jordan, its instructions and circulated guidance which might not include all the requirements of IFRS such as IFRS 7, 9 and 13.

- The consolidated financial statements have been prepared in accordance with the historical cost principle, with the exception of financial assets at fair
value through the consolidated income statement and financial assets at fair value through other comprehensive income that appear at fair value at the
date of the consolidated financial statements, as well as financial assets and liabilities that have been hedged against the risks of change in their value
at fair value.

The accounting policies used in preparation of the consolidated financial statements for the year ended 31 December 2021 are consistent with the
accounting policies adopted for the year ended 31 December 2020 except as menioned in Note3 or 3-a.

(2-2) The foundations of unifying the consolidated financial statements

The consolidated financial statements comprise the financial statements of the Bank and its subsidiaries (together the "The Group"). Control exists
when the bank controls the subsidiaries and relevant activities, and is exposed, or has right, to variable returns from its involvement with the
subsidiaries, and has the ability to affect those returns.

All intra-company balances, transactions, income and expenses and profits and losses resulting from intra-company transactions that are recognized in
assets or liabilities, between the Bank and the following subsidiaries are eliminated in full:

2



1- Capital Investment and Brokerage Company Limited; of which the Bank owns 100% of its paid-in-capital amounted to JD 10,000,000 as at 31
December 2021. The company provides Brokerage services. The company was established on 16 May 2005.

2- National Bank of Iraq (NBI); of which the Bank owns 61.85% of its paid-in-capital of QD 250 billion equivalent to JD 121,404,110 as at 31 December
2021. The Bank provides banking services, National Bank of Iraq was acquired effective 1 January 2005.

3- Capital Investment Fund Company Bahrain; of which the Bank owns 100% of its paid-in-capital of BHD 1,000 equivalent to JD 1,888 as at 31
December 2021. The purpose of the company is to manage mutual funds and it has not started its operations as of the date of preparing these
consolidated financial statements.

4- Capital Investments (DIFC) UAE; of which the bank owns 100% of its paid in capital of USD 250,000 (JD 177,250) as at 30 December 2021. The
purpose of the company is to offer financial consulting services. The company was registered and incorporated on 23 February 2015.

The result of operations of the subsidiaries are consolidated in the consolidated statement of income from the acquisition date which is the date on
which control over the subsidiaries is gained by the Bank. The results of operations of the disposed subsidiaries are consolidated in the consolidated
statement of income up to the disposal date which is the date the bank loses control over the subsidiaries.

Non-controlling interests represent the portion of shareholders' equity not owned by the Bank in the subsidiaries.
(2-3) Segment information

The business sector represents a group of assets and operations that jointly provide products or services that are subject to risks and returns that differ
from those related to other business sectors and which are measured according to the reports used by the executive directors and key decision makers
of the bank.

The geographical segment provides services and products in a certain economic environment that is subject to returns and risks that differ from other
segments that operate in other economical environments.

(2-4) Revenue recognition

Interest income and expense for all financial instruments with the exception of those classified as held for trading or measured at fair value is
recognized through the consolidated statement of income in “net interest income” as interest income and interest expense using the Effective interest
method. Interest on financial instruments measured at fair value through the consolidated statement of income is also included in the fair value
movement during the period.

An effective interest rate is the rate at which the estimated future cash flows of a financial instrument are discounted during the expected life of the
financial instrument or, when appropriate, for a shorter period, to the net carrying amount of the financial asset or financial liabilities. Future cash flows
are estimated by taking into account all contractual terms for the instrument.

Interest income / interest expense is calculated by applying the effective interest rate principle on the total carrying value of financial assets that are
not credit impaired (i.e. on the basis of the amortized cost of the financial asset before settlement for any expected credit loss allowance) or to the
amortized cost of financial liabilities. With regard to low credit financial assets (the third stage), interest will continue to be calculated and suspended
during the same period in accordance with the instructions of the Central Bank of Jordan regarding the application of IFRS9. As for financial assets that
have arisen or have been acquired and are of low credit rating, the effective interest rate reflects the expected credit losses in determining the future
cash flows expected to be received from the financial asset.

Interest income and expense in the bank's consolidated statement of income also includes the effective portion of fair value changes to derivatives that
are designated as hedging instruments in the cash flow hedges of interest rate risk. With regard to fair value hedges of interest rate risk around interest
expenses and income, the effective portion of fair value changes for specific derivatives are also included, and fair value changes to the specific risk for
the hedged item are also included in interest income and expense, and interest expense also includes the value of interest versus rental contract
obligations.

(2-5) Net commission income

Net commission income and expense includes fees other than the fees that are an integral part of the effective interest rate. The commissions included
in this part of the bank's consolidated income list also include commissions charged for the loan service, non-use commissions related to loan
obligations when this is unlikely to result in a specific arrangement for lending and co-financing of loans.

For contracts with clients that result in recognition of financial instruments, part of which may be related to IFRS 9 or 15, case commissions are
recognized in the part that relates to IFRS 9 and the remainder is recognized according to the International Financial Reporting Standard No. (15).

(2-6) Net trading income (Gains on financial assets at fair value through income statement)

Net trading income includes all gains and losses from changes in the fair value of financial assets and financial liabilities held for trading. The Bank has
elected to display the full fair value movement of the trading assets and liabilities in the trading income, including any related revenue, expenses and
dividends.



(2-7) Net income from other financial instruments at fair value through income statement

Net income from other financial instruments at fair value through the statement of income includes all gains and losses resulting from changes in the
fair value of financial assets and financial liabilities at fair value through the statement of income except for the assets held for trading. The Bank has
elected to present the transaction at full fair value of the assets and liabilities at fair value through the statement of income in this line, including
interest income, expenses and dividends.

The fair value movement of derivatives held for economic hedging is presented where hedge accounting is not applied in "net income from other
financial instruments at fair value through the statement of profits or losses". However, with respect to the designated and effective fair value hedge
relationship, the gains and losses on the hedging instrument are presented on the same line item in the income statement as a hedged item. With
regard to certain and effective cash flows and hedge accounting relationships with respect to net investment, the hedging instrument gains and losses,
including any hedging ineffectiveness included in the statement of income, are included in the same item as a hedged item that affects the statement of
income.

(2-8) Dividend income
Dividend income is recognized when the right to receive payment is established, which is the preceding date for listed dividends, and usually the date
on which shareholders agree to unquoted dividends.

The distribution of dividends in the consolidated statement of profits or losses depends on the classification and measurement of investment in shares,
that is:

¢In respect of equity instruments held for trading, dividend income is included in the statement of income in the statement of financial assets (losses)
at fair value through the statement of income;

* For equity instruments classified at fair value through other comprehensive income, dividends are included in the statement of income in the item of
dividends from financial assets at fair value through other comprehensive income

* For equity instruments not classified at fair value through other comprehensive income and not held for trading purposes, dividend income is
recognized as net income from other instruments at fair value through the statement of income.

(2-9) Financial instruments

Initial Recognition and Measurement:
Financial assets and financial liabilities are recognized when the Group becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value, and transaction costs that are directly attributable to the acquisition or issue
of financial assets and financial liabilities are added to the fair value of the financial assets or financial liabilities, or deducted from them, as necessary,
upon initial recognition, and the transaction costs directly related to the acquisition of financial assets are also recorded. Or financial liabilities at fair
value through income statement directly in the income statement.

If the transaction price differs from the fair value at initial recognition, the bank addresses this difference as follows:

o If the fair value is established at a specified price in an active market for identical assets or liabilities or based on a valuation technique that uses only
observable inputs in the market, the difference in income is recognized using initial recognition (i.e. income on the first day);

¢ In all other cases, the fair value is adjusted to match the transaction price (i.e. the first day's income will be deferred by being included in the initial
carrying amount of the asset or liability).

After initial recognition, the deferred income will be taken to the statement of income on a logical basis, only to the extent that it arises from a change
in a factor (including time) that market participants take into account when pricing the asset or liability or when the recognition is revoked of this tool.

(2-10) Financial assets
A) Initial Recognition

All regular way purchases or sales of financial assets are recognized and derecognized on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frame established by regulation or convention in the marketplace.
Transaction costs that are directly attributable to the acquisition of financial assets designated at fair value through income are recognized in the
consolidated statement of income.

B) Subsequent measurement

All recognized financial assets that fall within the scope of IFRS 9 (later) are required to be measured at amortized cost or fair value based on the
entity's business model for managing financial assets and the contractual cash flow characteristics of the financial assets, specifically the following:



¢ The financing instruments maintained in the business model that aims to collect contractual cash flows, and which have contractual cash flows that
are only principal and interest payments on the principal outstanding, are subsequently measured at amortized cost;

¢ Funding instruments held within the business model that aims to both collect contractual cash flows and sell debt instruments, which have
contractual cash flows that are only principal and interest payments on the principal amount outstanding, and are subsequently measured at fair value
through other comprehensive income

o All other financing instruments (such as debt instruments managed on a fair value basis, or held for sale) and equity investments are subsequently
measured at fair value through the statement of income.

However, the bank can choose for that to be irrevocable after initial recognition of the financial asset on a per-asset basis, as follows:

*The bank can make the irreversible selection by including subsequent changes in the fair value of the investment in non-held property rights for
trading or a possible replacement recognized by the buyer within the business merger to which the IFRS 3 applies, in other comprehensive income

* The bank can determine indefinitely the financing instruments that meet the amortized cost or fair value criteria through other comprehensive
income as measured by the fair value from the statement of profits or losses if that abolishes or significantly reduces the inconsistency in accounting
(referred to as the value option Fair).

C) Debt instruments at amortized cost or fair value through other comprehensive income

For the purposes of testing principal and interest principal payments (SPPI), the asset is the fair value of the financial asset upon initial recognition. This
principal amount may change over the life of the financial asset (for example, if the principal is repaid). Interest consists of the allowance for the time
value of money, the credit risk associated with the principal amount outstanding during a specified period of time and other basic lending options and
risks, as well as the profit margin. An evaluation of principal and interest payments is made on the principal amount in the currency in which the
financial asset is denominated.

The contractual cash flows that represent principal and interest payments on the principal amount outstanding are consistent with the underlying
financing arrangement. Contractual terms that involve exposure to risks or fluctuations in contractual cash flows that are not linked to the primary
financing arrangement, such as exposure to changes in stock prices or commodity prices, do not lead to contractual cash flows that are only payments
of principal and interest. Also, the granted or acquired financial asset can be a basic financing arrangement regardless of whether it is a loan in its legal
form.

D) Business Model Assessment

The bank adopts more than one business model to manage its financial instruments that reflect how the bank manages its financial assets in order to
generate cash flows. The bank's business models determine whether the cash flows will result from collecting contractual cash flows or selling financial
assets, or both.

The bank considers all relevant information available when conducting an evaluation of the business model. However, this assessment is not performed
on the basis of scenarios that the bank does not reasonably expect to occur, such as so-called "worst-case" or "stress-case" scenarios. The bank also
takes into account all available relevant evidence such as the following:

* The policies and objectives announced for the portfolio and the application of those policies whether the management strategy focuses on obtaining
contractual revenue, maintaining a specific rate of profit, and matching the period of financial assets with the period of financial liabilities that finance
those assets or achieving cash flows through the sale of assets.

* How to assess the performance of the business model and the financial assets held in this business model and inform key management personnel
about this; and

* Risks that affect the performance of the business model (and the financial assets present in that model), and in particular the way those risks are
managed.

* How to compensate business managers (for example, whether compensation is based on the fair value of assets under management or on
contractual cash flows collected).

Upon initial recognition of the financial asset, the bank determines whether the recently recognized financial assets are part of an existing business
model or whether it reflects the beginning of a new business model. The bank reassesses its business models in each reporting period to determine
whether the business models have changed since the previous period.

When the debt instrument measured at fair value through other comprehensive income is derecognized, the cumulative gain / loss previously
recognized in other comprehensive income in equity is reclassified to the consolidated statement of income. In contrast, for equity investment
measured at fair value through other comprehensive income, the cumulative gain / loss previously recognized in other comprehensive income is not
subsequently reclassified to the consolidated statement of income but rather is transferred directly within equity.

Debt instruments that are subsequently measured at amortized cost or fair value through other comprehensive income are subject to a impairment test.



E) Financial assets - assess whether contractual cash flows are payments of principal and interest only:

For the purposes of this evaluation, "principal amount" is defined as the fair value of a financial asset at the date of the initial recognition. “Interest” is
defined as the consideration of the time value of money, the credit risk associated with the principal of the amount outstanding during a specific time
period, and other underlying borrowing costs (such as liquidity risk and administrative costs), as well as a profit margin.

In assessing whether contractual cash flows are only payments of principal and interest, the bank has considered the contractual terms of the
instrument. This includes assessing whether the financial assets involve a contractual period that can change the timing or amount of contractual cash
flows and therefore the condition does not meet payments only for principal and interest. In making this assessment, the bank considers:

e Emergency events that change the amount or timing of cash flows.
® Prepaid features and the possibility to extend.
¢ Conditions that define the bank's claim for cash flows from a specified asset.

F) Financial assets at fair value through income statement
Financial assets at fair value through income are the following:

¢ Assets with contractual cash flows that are not principal and interest payments on the principal outstanding, or / and
¢ Assets held within the business model other than those held to collect contractual cash flows or held for collection and sale; or
* Assets designated at fair value through income statement using the fair value option.

These assets are measured at fair value, with any gains / losses arising from re-measurement recognized in the consolidated statement of income.
G) Reclassification

If the business model in which the bank maintains financial assets changes, the financial assets that were affected will be reclassified. The classification
and measurement requirements relating to the new category are applied prospectively from the first day of the first reporting period after the change
in the business model that results in the reclassification of the bank's financial assets. Changes in contractual cash flows are considered within the
framework of the accounting policy related to the amendment and exclusion of the financial assets shown below.

(2-11) Foreign exchange gains and losses

The carrying amount of financial assets recorded in foreign currency is determined and translated at the rates prevailing at the end of each reporting
period. More specifically:

¢ Financial assets measured at amortized cost that are not part of a specific hedging relationship, it recognizes the difference in currency in the
statement of profits or losses; and

* Debt instruments measured at fair value through other comprehensive income that are not part of a specific hedging relationship, exchange
differences on the amortized cost of the debt instrument are recognized in the statement of income. Other exchange differences in other
comprehensive income are recognized in the investment revaluation reserve; and

e Financial assets measured at fair value through the statement of profits or losses that are not part of a specific hedge accounting relationship,
exchange differences from income are recognized in the statement of income;

¢ Equity instruments measured at fair value through comprehensive income, exchange rate differences in other comprehensive income are recognized
in the investment revaluation reserve.

(2-12) Fair value option:

- A financial instrument with a fair value can be measured reliably at fair value through the consolidated statement of income (fair value option) upon
initial recognition, even if the financial instruments are not acquired or incurred primarily for the purpose of selling or repurchasing. The fair value
option for financial assets can be used if it substantially eliminates or reduces the inconsistency of the measurement or recognition that would
otherwise have arisen from the measurement of assets or liabilities, or the recognition of related profit and loss on a different basis (“accounting
mismatch”). The fair value option for financial liabilities can be chosen in the following cases:

o If the choice leads to the cancellation or substantially reduces accounting mismatch.
o If the financial liabilities are part of a portfolio managed on a fair value basis, according to a documented risk or investment management strategy.
o If there is a derivative included in the underlying financial or non-financial contract and the derivative is not closely related to the underlying contract.

These tools cannot be reclassified to fair value through the consolidated statement of income while they are held or issued. Financial assets designated
at fair value through the consolidated statement of income are recorded at fair value with any unrealized gains or losses arising from changes in the fair
value recognized in investment income.

(2-13) Expected credit losses:

- The Bank recognizes loss allowances for expected credit loss on The following financial instruments that are not measured at fair value through The
consolidated statement of income:



* Balances and deposits with banks and banking institutions.

* Direct credit facilities (loans and advances to customers).

¢ Financial assets at amortized cost (debt instrument securities).

 Financial assets at fair value through the statement of other comprehensive income - debt instruments
* Exposures off the balance sheet subject to credit risk (financial guarantee contracts issued).

Impairment loss is not recognized in equity instruments.

With the exception and notes Impairment losses are Purchased or Originated rating-Impaired’ (POCI) financial assets (which are considered separately
below), ECL are required to be measured through a loss allowance at an amount equal to:

e 12-month ECL, i.e. lifetime ECL that result from those default events on the financial instrument that can be realized within 12 months after the
reporting date, referred to in Stage 1.

e 12-month ECL, i.e. lifetime ECL that result from those possible default events over the age of the financial instrument, referred to in Stage 2 and Stage
3.

A loss allowance for lifetime ECL is required for a financial instrument if the credit risk on that financial instrument has increased significantly since
initial recognition. For all other financial instruments, ECL are measured at an amount equal to the 12-month ECL.

ECL are a probability-weighted estimate of the present value of credit losses. These are measured as the present value of the difference between the
cash flows due to the Bank under the contract and the cash flows that the Bank expects to receive, which arise from the weighting of multiple future
economic scenarios, discounted at the asset’s EIR.

For the limits not utilized, the expected credit loss is the difference between the present value of the difference between the contractual cash flows due
to the Bank if the borrower withdraws the financing and the cash flows that the Bank expects to receive if the financing is utilized.

For financial guarantee contracts, the ECL is the difference between the expected payments to reimburse the holder of the guaranteed debt instrument
less any amounts that the Bank expects to receive from the instrument holder, the customer or any other party.

All other financial assets, with the exception of debt instruments carried at amortized cost, are subsequently measured at fair value.

The Bank measures ECL on an individual basis, or on the portfolio basis that share similar economic risk characteristics. The measurement of the loss
allowance is based on the present value of the asset’s expected cash flows using the asset’s original EIR, regardless of whether it is measured on an
individual basis or a portfolio basis.

Provisions for expected credit losses are formed in accordance with the instructions of the Central Bank of Jordan No. (13/2018) “Application of the
International Financial Reporting Standard (9)” dated June 6, 2018 and in accordance with the instructions of the supervisory authorities in the
countries in which the bank operates, whichever is greater, that the fundamental differences are as follows :

When calculating credit losses against credit exposures, the calculation results are compared according to the IFRS (9) under the instructions of the
Central Bank of Jordan No. (47/2009) of 10 December 2009 for each stage separately and the stricter results are taken.

Credit-impaired financial assets:

A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash flows of the financial asset
have occurred. Credit-impaired financial assets are referred to as Stage 3 assets. Evidence of credit-impairment includes observable data about the
following events:

 Significant financial difficulty faced by borrower or issuer.

* Breach of contract, for example, default or delay in payment.

* The Bank grants the borrower a waiver for economic or contractual reasons related to the borrower's financial difficulty.
* The disappearance of an active market for that financial asset because of financial difficulties.

* The purchase of a financial asset at a deep discount that reflects the incurred credit losses.

It may not be possible to identify a single discrete event, instead, the combined effect of several events may have caused financial assets to become
credit-impaired. The Bank assesses whether debt instruments that are financial assets measured at amortized cost or FVTOCI are credit-impaired at
each reporting date. To assess if sovereign and corporate debt instruments are credit impaired, the Bank considers factors such as bond yields, credit
ratings and the ability of the borrower to raise funding.

Aloan is considered credit-impaired when a concession is granted to the borrower due to a deterioration in the borrower’s financial condition, unless
there is evidence that as a result of granting the concession the risk of not receiving the contractual cash flows has reduced significantly and there are
no other indicators of impairment. For financial assets where concessions are contemplated but not granted, the asset is deemed credit impaired when
there is observable evidence of credit-impairment including meeting the definition of default. The definition of default includes possibility of a backstop
if amounts are overdue for 90 days or more. However, cases where the asset's impairment is not recognized after (90) days of maturity, are supported
by reasonable information.



Purchased or originated credit-impaired (POCI) financial assets:

POCI financial assets are treated differently because the asset is credit-impaired at initial recognition. For these assets, the Bank recognizes all changes
in lifetime ECL since initial recognition as a loss allowance with any changes recognized in the consolidated statement of income. A favourable change
for such assets creates an impairment gain.

Definition of default:

The definition of default is deemed critical to the determination of ECL. The definition of default is used in measuring the amount of ECL and in the
determination of whether the loss allowance is based on 12-month or lifetime ECL, as default is a component of the probability of default (PD) which
affects both the measurement of ECL and the identification of a significant increase in credit risk as shown below.

- The Bank considers the following as an event of default:

* The borrower defaults for more than 90 days on any significant credit obligation to the Bank.
* The borrower is unlikely to pay his credit obligations to the of the Bank in full.

The definition of default is appropriately tailored to reflect different characteristics of different types of assets. Overdrafts are considered as being past
due once the customer has breached an advised limit or has been advised of a limit smaller than the current amount outstanding.

When assessing if the borrower is unlikely to pay its credit obligation, the Bank takes into account both qualitative and quantitative indicators. The
information assessed depends on the type of the asset, for example in corporate lending a qualitative indicator used is the breach of covenants, which
is not relevant for retail lending. Quantitative indicators, such as overdue status and non-payment of another obligation to the same counterparty are
key inputs in this analysis. The Bank uses a variety of sources of information to assess default which are either developed internally or obtained from
external sources.

¢ Interest and commissions are suspended on non-performing credit facilities granted to clients in accordance with the instructions of the Central Bank
of Jordan.

 Credit facilities and their suspended interest covered by provisions are transferred entirely off the consolidated statement of financial position, in
accordance with the decisions of the Board of Directors in this regard.

When the Group purchases a financial asset and concludes an agreement simultaneously to resell the asset (or a substantially similar asset) at a fixed
price at a later date (repurchase or borrowing shares), the consideration paid is calculated as a loan or advance, and the asset is not recognized in the
Group’s financial statements.

Significant increase in credit risk:

The Bank monitors all financial assets, issued loan commitments and financial guarantee contracts that are subject to impairment requirements to
assess whether there has been a significant increase in credit risk since initial recognition. If there has been a significant increase in credit risk, the Bank
will measure the loss allowance based on lifetime rather than 12-month ECL.

The Bank will not consider that financial assets with ‘low’ credit risk at the reporting date did not have a significant increase in credit risk. As a result,
the Bank monitors all financial assets, issued loan commitments and financial guarantee contracts that are subject to impairment for significant
increase in credit risk.

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, the Bank compares the risk of a default
occurring on the financial instrument at the reporting date based on the remaining maturity of the instrument with the risk of a default that was
anticipated for the remaining maturity at the current reporting date when the financial instrument was first recognized. In making this assessment, the
Bank considers both quantitative and qualitative information that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort, based on the Bank’s historical experience and expert credit assessment including forward-
looking information.

Multiple economic scenarios form the basis of determining the probability of default at initial recognition and at subsequent reporting dates. Different
economic scenarios will lead to a different probability of default. It is the weighting of these different scenarios that forms the basis of a weighted
average probability of default that is used to determine whether credit risk has significantly increased.

For corporate financing, forward-looking information includes the future prospects of the industries in which the Bank’s counterparties operate, that
can be obtained from economic expert reports, financial analysts, governmental bodies, relevant think-tanks and other similar organizations, as well as
taking into consideration various internal and external sources of actual and forecast economic information. For retail financing, forward looking
lending information includes the same economic forecasts as corporate lending with additional forecasts of local economic indicators, particularly for
regions with a concentration to certain industries, as well as internally generated information of customer payment behaviour. The Bank allocates its
counterparties to a relevant internal credit risk grade depending on their credit quality. The quantitative information is a primary indicator of significant
increase in credit risk and is based on the change in lifetime PD by comparing:

* The remaining lifetime PD at the date of reporting.
® The remaining lifetime PD at a point in time that was estimated based on facts and circumstances at the initial recognition of the exposure.

The PDs are considered forward-looking, and the Bank uses the same methodologies and data used to measure the expected credit loss provisions.
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The qualitative factors that indicate significant increase in credit risk are reflected in PD models on a timely basis. However, the Bank still considers
separately some qualitative factors to assess if credit risk has increased significantly. For corporate lending, there is particular focus on assets that are
included on a ‘watch list’ given an exposure is on a watch list once there is a concern that the creditworthiness of the specific counterparty has
deteriorated. For retail lending, the Bank considers the expectation of forbearance and payment holidays, credit scores and events such as
unemployment, bankruptcy, divorce or death.

Given that a significant increase in credit risk since initial recognition is a relative measure, a given change, in absolute terms, in the PD will be more
significant for a financial instrument with a lower initial PD than compared to a financial instrument with a higher PD.

As a back-stop when an asset becomes 30 days past due, the Bank considers that a significant increase in credit risk has occurred and the asset is in
stage 2 of the impairment model, i.e. the loss allowance is measured as the lifetime ECL.

(2-14) Modification and de-recognition of financial assets

A modification of a financial asset occurs when the contractual terms governing the cash flows of a financial asset are renegotiated or otherwise
modified between initial recognition and maturity of the financial asset. A modification affects the amount and/ or timing of the contractual cash flows
either immediately or at a future date. In addition, the introduction or adjustment of existing covenants of an existing loan would constitute a
modification even if these new or adjusted covenants do not yet affect the cash flows immediately but may affect the cash flows depending on whether
the covenant is or is not met (e.g. a change to the increase in the interest rate that arises when covenants are breached).

The bank renegotiates loans with customers who face financial difficulties to increase collection and reduce the risk of default. The terms of repayment
of the loan are facilitated in cases where the borrower has made all reasonable efforts to pay under the original contractual terms, and an important
risk of default or default has occurred and it is expected that the borrower will be able to fulfil the revised terms. The revised terms in most of the cases
include an extension of the maturity of the loan, changes to the timing of the cash flows of the loan (principal and interest repayment), reduction in the
amount of cash flows due (principal and interest forgiveness) and amendments to covenants. The bank has a waiting policy that applies to corporate
and individual lending.

When a financial asset is modified, the bank assesses whether this amendment leads to de-recognition. As per the Bank's policy, the modification leads
to de-recognition when it causes a significant difference in the terms

* Qualitative factors, such as the non-existence of contractual cash flows after modification as SPPI, change in currency or change in the counterparty,
or extent of change in interest rates, maturity, or covenants. If this does not clearly indicate a fundamental modification

¢ Conducting a quantitative evaluation to compare the present value of the remaining contractual cash flows under the original terms with the
contractual cash flows in accordance with the revised terms, and deduct both amounts based on the original effective interest

In the case where the financial asset is derecognized, the loss allowance for ECL is remeasured at the date of de-recognition to determine the net
carrying amount of the asset at that date. The difference between this revised carrying amount and the fair value of the new financial asset with the
new terms will lead to a gain or loss on de-recognition. The new financial asset will have a loss allowance measured based on 12-month ECL except in
the rare occasions where the new loan is considered to be originated as credit- impaired. This applies only in the case where the fair value of the new
loan is recognized at a significant discount to its revised par amount because there remains a high risk of default which has not been reduced by the
modification. The Bank monitors credit risk of modified financial assets by evaluating qualitative and quantitative information, such as if the borrower is
in past due status under the new terms.

When the contractual terms of a financial asset are modified and the modification does not result in de-recognition, the Bank determines if the financial
asset’s credit risk has increased significantly since initial recognition by comparing:

* The remaining lifetime PD estimated based on data at initial recognition and the original contractual terms.

* The remaining PD at the reporting date based on the revised terms.

For financial assets modified as part of the Bank’s forbearance policy, where modification did not result in de-recognition, the estimate of PD reflects
the Bank’s ability to collect the modified cash flows taking into account the Group’s previous experience of similar forbearance action, as well as
various behavioural indicators, including the borrower’s payment performance against the modified contractual terms. If the credit risk remains
significantly higher than what was expected at initial recognition, the loss allowance will continue to be measured at an amount equal to lifetime ECL.
The loss allowance on forborne loans will generally only be measured based on 12-month ECL when there is evidence of the borrower’s improved
repayment behaviour following modification leading to a reversal of the previous significant increase in credit risk.

Where a modification does not lead to de-recognition, the Bank calculates the modification gain/loss comparing the gross carrying amount before and
after the modification (excluding the ECL allowance). Then, the Bank measures ECL for the modified asset, where the expected cash flows arising from
the modified financial asset are included in calculating the expected cash shortfalls from the original asset.



The Bank derecognizes a financial asset only when the contractual rights to the asset’s cash flows expire, or when the financial asset and substantially
all the risks and rewards of ownership of the asset are transferred to another entity. If the Bank neither transfers nor retains substantially all the risks
and rewards of ownership and continues to control the transferred asset, the Bank recognizes its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Bank retains substantially all the risks and rewards of ownership of a transferred financial asset, the Bank
continues to recognize the financial asset and also recognizes a collateralized borrowing for the proceeds received.

On de-recognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum of the consideration received and
receivable and the cumulative gain/ loss that had been recognized in OCI and accumulated in equity is recognized in the consolidated statement of
income, with the exception of equity investment designated as measured at FVTOCI, where the cumulative gain/ loss previously recognized in OCl is not
subsequently reclassified to the consolidated statement of income.

(2-15) Write-offs

Financial assets are written off when there is no reasonable expectation of recovery, such as the customer not participating in a payment plan with the
Bank. The Bank classifies the funds or amounts due for write-off after exhausting all possible payment methods and taking the necessary approvals.
However, if the financing or receivable is written off, the Bank continues the enforcement activity to try to recover the outstanding receivables, which
are recognized in the consolidated statement of income upon recovery.

(2-16) Presentation of expected credit loss allowances in consolidated financial statements

¢ For financial assets measured at amortized cost: as a deduction from the gross carrying amount of the assets.

¢ For debt instruments measured at FVTOCI: no loss allowance is recognized in the consolidated statement of financial position as the carrying amount
is at fair value. However, the loss allowance is included as part of the revaluation amount in the investments revaluation reserve;

¢ Loans commitments and financial guarantee contracts: as a provision.

¢ Where a financial instrument includes both a drawn and an undrawn component, and the Bank cannot identify the ECL on the loan commitment
component separately from those on the drawn component, the Bank presents a combined loss allowance for both components. The combined
amount is presented as a deduction from the gross carrying amount of the drawn component. Any excess of the loss allowance over the gross amount
of the drawn component is presented as a provision.

(2-17) Loans and advances
The "loans and advances" included in the statement of financial position comprise the following:

¢ Loans and advances measured at amortized cost; initially measured at fair value plus incremental direct transaction costs, and subsequently
measured at amortized cost using the effective interest method.

¢ Loans and advances, which are measured at FVTPL or designated as at FVTPL; are measured at fair value with changes recognized immediately in
income.

(2-18) Financial liabilities and equity

Issued Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the contractual
arrangement.

A financial liability is a contractual obligation to deliver cash or another financial asset or to exchange financial assets or financial liabilities with another
entity under conditions that are potentially unfavourable to the Bank or a contract that will or may be settled in the Bank’s own equity instruments and
is a non-derivative contract for which the Bank is or may be obliged to deliver a variable number of its own equity instruments, or a derivative contract
over own equity that will or may be settled other than by the exchange of a fixed amount of cash (or another financial asset) for a fixed number of the
Bank’s own equity instruments.

(2-19) Equity instruments

Equity instruments are any contract that evidences a residual interest in the assets of the entity after deducting all of its liabilities. The equity
instruments issued by the bank are recognized according to the returns received, after deduction of direct issuance costs.

A) Share capital
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. Equity instruments
issued by the Bank are recognized at the proceeds received, net of direct issue costs.

B) Treasury Shares
Repurchase of the Bank’s own equity instruments is recognized and deducted directly in equity. No gain/ loss is recognized in income on the purchase,
sale, issue or cancellation of the Bank’s own equity instruments.
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C) Composite instruments

The component parts of the composite instruments (such as convertible notes) issued by the Bank are classified separately as financial liabilities and
equity in accordance with the content of the contractual arrangements, definitions of financial liabilities and equity instruments. The transfer option
that will be settled by exchanging a fixed cash amount or other financial asset for a specified number of the company's equity instruments is an equity
instrument.

At the date of issue, the fair value of the liability component is estimated using the prevailing interest rate in the market for similar non-convertible
instruments. In the case of non-embedded related derivatives, they are first separated and the remaining financial liabilities are recorded on an
amortized cost basis using the effective interest method until they are extinguished upon conversion or on the instrument's maturity date.

(2-20) Financial liabilities
Financial liabilities are classified as either financial liabilities at fair value through income statement or other financial liabilities.

A) Financial liabilities at fair value through income statement

Financial liabilities are classified at fair value through the statement of profits or losses when financial liabilities (1) are held for trading or (2) are
classified at fair value through the statement of income. A financial liability is classified as held for trading if:

e It was primarily incurred for the purpose of repurchasing it in the short term; or

¢ At initial recognition, this is part of the portfolio of specific financial instruments that are managed by the bank and which have a modern pattern of
profit taking in the short term; or

e It is a non-specific and effective derivative as a hedging instrument.

A financial liability other than a financial liability held for the purpose of trading or the possible consideration that a buyer may pay as part of a business
combination at fair value is determined through the statement of income upon initial recognition if:

 This classification would substantially eliminate or reduce the inconsistency of the measurement or recognition that might otherwise arise; or

¢ The financial obligation was part of the group of financial assets, financial liabilities, or both, whose performance is managed and evaluated on a fair
value basis, in accordance with the documented risk or investment management strategy of the bank, and information related to the formation of the
group was provided internally on this basis; or

o If the financial obligation forms part of a contract that contains one or more derivatives, and IFRS 9 allows a fully hybrid contract (compound) to be
determined at fair value through the statement of income.

Financial liabilities are stated at fair value through the statement of income at fair value, and any gains or losses arising from re-measurement are
recognized in the statement of income to the extent that they are not part of a specific hedge relationship. The net profit / loss recognized in the
statement of income includes any interest paid on financial liabilities and is included in the item “net income from other financial instruments at fair
value through the statement of income.

However, in respect of non-derivative financial liabilities designated at fair value through the statement of income, the amount of the change in the fair
value of the financial liabilities that resulted from changes in the credit risk of those liabilities is included in other comprehensive income, unless
recognition of the effects of changes in credit risk arises Liabilities in other comprehensive income to create or increase accounting inconsistencies in
the consolidated statement of income. The remaining amount of changes in the fair value of the liability is recognized in the consolidated statement of
income, and changes in the fair value attributable to the credit risk of the financial liabilities recognized in other comprehensive income are
subsequently reclassified as income. Instead, it is transferred to retained earnings upon derecognition of the financial liability.

With regard to loan obligations issued and financial guarantee contracts classified at fair value through the statement of income, all gains and losses are
included in the consolidated statement of income.

When determining whether recognition of changes in the credit risk of liabilities in other comprehensive income will create or increase the accounting
mismatch in the consolidated statement of income, the bank assesses whether it expects to offset the effects of changes in the credit risk of the
liabilities in the consolidated statement of income A change in the fair value of another financial instrument that was measured at fair value through
the consolidated statement of income.

B) Other financial liabilities

Other financial liabilities, including deposits and loans, are initially measured at fair value, net of transaction costs. Other financial liabilities are then
measured at amortized cost, using the effective interest method.

The effective interest method is a method for calculating the amortized cost of a financial liability and allocating interest expenses over the relevant
period. An effective interest rate is the rate that exactly discounts estimated future cash payments during the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying amount at initial recognition to obtain details on the effective interest rate.

C) Derecognition

Financial liabilities are derecognized when they are extinguished (i.e. when the obligation specified in the contract is discharged, cancelled or expired).
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When the bank exchanges one debt instrument with the current lender for another instrument on significantly different terms, this exchange is
accounted for as amortization of the original financial liabilities and new financial liabilities are recognized. Likewise, the bank treats the material
amendment to the terms of the existing obligation or part thereof as amortization of the original financial liability and recognition of the new
obligation. The terms are assumed to differ materially if the reduced present value of the cash flows is under the new terms, including any fees paid,
net of any fees received and discounted using the original effective rate of at least 10% from the reduced present value of the remaining cash flows of
the original financial liabilities.

(2-21) Derivative financial instruments:

The bank enters into a variety of derivative financial instruments, some of which are held for trading while others are maintained to manage exposure
to interest rate risk, credit risk, and foreign exchange rate risk. Financial derivatives include foreign currency forward contracts, interest rate swaps,
interest rate swaps across currencies and credit default swaps.

Derivatives are initially recognized at fair value on the date on which a derivative contract is entered into and are subsequently re-measured at their fair
value at the date of each statement of financial position. The resulting profits/ losses are recognized in the consolidated statement of income
immediately unless the derivative is identified and are effective as a hedging instrument, in which case the timing of recognition in the consolidated
statement of income depends on the nature of the hedge relationship. The Bank identifies certain derivatives as either fair value hedges for recognized
assets and liabilities, or for the company’s obligations (fair value hedges), potential forecasting hedges, foreign currency risk hedges for fixed
obligations (cash flow hedges) or net investments in foreign operations (net investment hedges).

Derivatives with positive fair value are recognized as a financial asset, while derivatives with negative fair value are recognized as financial liabilities.
Derivatives are presented as non-current assets or non-current liabilities if the residual maturity of the instrument is more than (12) months and is not
expected to be realized or settled within (12) months. Other derivatives are presented as current assets or current liabilities.

(2-22) Embedded derivatives

Derivatives embedded in financial liabilities or other non-financial asset host contracts are treated as separate derivatives when their risks and
characteristics are not closely related to those of the host contracts and the host contracts are not measured at fair value through the consolidated
statement of income.

An embedded derivative is presented as a non-current asset or a non-current liability if the remaining maturity of the hybrid instrument to which the
embedded derivative relates is more than 12 months and is not expected to be realized or settled within 12 months. Other embedded derivatives are
presented as current assets or current liabilities.

(2-23) Financial guarantee contracts
A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a loss incurred because a

specified debtor fails to make payments when due in accordance with the terms of a debt instrument.

Financial guarantee contracts issued by the Bank’s entity are initially measured at their fair value, and if they are not determined at fair value through
the consolidated statement of income that does not result from the transfer of a financial asset, they are subsequently measured:

¢ The amount of the loss allowance determined in accordance with IFRS (9).
* The amount initially recognized, less, where appropriate, the amount of accumulated income recognized in accordance with the Bank's revenue
collection policies, whichever is greater.

Financial guarantee contracts that are not designated at fair value through the consolidated statement of income are presented as provisions in the
consolidated statement of financial position and remeasurement is presented in other income.

The Bank did not specify any financial guarantee contracts at fair value through the consolidated statement of income.

(2-24) Commitments to provide a loan at an interest rate lower than the market price:

Commitments to provide a loan at an interest rate lower than the market price are measured initially at their fair value, and if they are not determined
at fair value through the consolidated statement of income, they are subsequently measured:

* The amount of the loss allowance determined in accordance with IFRS (9).
¢ The amount initially recognized, less, where appropriate, the amount of accumulated income recognized in accordance with the Bank's revenue
collection policies, whichever is greater.

Commitments to provide a loan at an interest rate lower than the market price, which are not designated at fair value through the consolidated
statement of income are presented as provisions in the consolidated statement of financial position, and remeasurement is presented in other income.

The bank did not designate any commitments to provide a loan at an interest rate lower than the market price, which are designated at fair value
through the consolidated statement of income.

(2-25) Derivative financial instruments
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A) Embedded derivatives

Derivatives embedded in non-derivative host contracts that are not financial assets within the scope of IFRS 9 Financial Instruments (e.g. financial
liabilities) are treated as separate derivatives when their risks and characteristics are not closely related to those of the host contracts and the host
contracts are not measured at FVTPL.

B) Hedge accounting

The bank identifies certain derivatives as hedging instruments with respect to foreign currency and interest rate risks in fair value hedges, cash flow
hedges or net investment hedges in foreign operations as appropriate. Hedges of foreign exchange risk on bank liabilities are also accounted for as cash
flow hedges. The Bank does not apply fair value hedge accounting to interest rate risk portfolio hedges. In addition, the bank does not use the
exemption to continue using the hedge accounting rules using International Accounting Standard No. (39), meaning that the bank applies the hedge
accounting rules of IFRS 9.

At the inception of the hedge relationship, the bank documents the relationship between the hedging instrument and the hedged item, as well as its
risk management objectives and strategy for undertaking various hedging transactions. Furthermore, at hedge inception and on an ongoing basis, the
bank documents whether the hedging instrument is effective in offsetting the changes in the fair value or cash flows of the hedged item that can be
attributed to the hedged risk, and at which all hedging relationships meet the following hedge effectiveness requirements:

® There is an economic relationship between the hedged item and the hedging instrument; and

e The impact of credit risk does not dominate the changes in value resulting from this economic relationship; and

* The hedging ratio for the hedging relationship is the same resulting from the quantity of the hedged item for which the bank is actually hedging and
the amount of the hedging instrument that the bank actually uses to hedge that quantity of the hedged item.

The bank re-balances the hedge relationship in order to comply with the requirements of the hedge ratio as necessary. In such cases, the stopover may
be applied to only part of the hedging relationship. For example, the hedge ratio may be adjusted in such a way that a portion of the hedging item is no
longer part of the hedge relationship, and hence hedge accounting is discontinued only for the size of the hedging item that is no longer part of the
hedging relationship.

If the hedging relationship ceases to meet the hedge effectiveness requirements for the hedge ratio but the risk management objective for that hedge
relationship remains the same, then the Group adjusts the hedge ratio for the hedge relationship (such as rebalancing the hedge again) so that the
criteria for the hedge are regrouped.

In some hedge relationships, the bank only determines the true value of the options. In this case, the change in the fair value of the time value
component of the option contract in other comprehensive income, over the hedging period, is deferred to the extent that it relates to the hedged item
and is reclassified from equity to the income statement when the hedged item does not lead to the recognition of the non-financial items. . The Bank's
risk management policy does not include hedging of items that lead to recognition of non-financial items, because the bank's risk relates to financial
substances only.

The hedged items determined by the bank are period-related hedging items, which means that the original time value of the option relating to the
hedged item of equity is amortized to the income statement on a rational basis (for example, according to the straight-line method) over the life of the
hedge.

In some hedging relationships, the bank excludes from the determination of the forward component of a forward contract or a currency difference of
the currency hedging instrument. In this case, the same treatment applies as for the time value of the options. The treatment of the forward
component of the forward contract and the component on a currency basis is optional, and the option is applied on a hedged basis separately, unlike
the treatment of the time value of the options that are considered mandatory. With regard to hedging relationships and forward derivatives or foreign
currencies such as interest rate swaps across currencies, when the forward component or the difference on a currency basis is excluded from the rating,
the bank generally recognizes the excluded component in other comprehensive income.

Detail the fair values of the derivative instruments used for hedging purposes and the movements in equity hedge reserve.
C) Fair value hedges

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recognized in the consolidated statement of income
immediately, together with any changes in the fair value of the hedged asset or liability that are attributable to the hedged risk. The change in the fair
value of the hedging instrument and the change in the hedged item attributable to the hedged risk are recognized in the consolidated statement of
income.

Hedge accounting is discontinued when the Group revokes the hedging relationship, when the hedging instrument expires or is sold, terminated, or
exercised, or when it no longer qualifies for hedge accounting. The fair value adjustment to the carrying amount of the hedged item arising from the
hedged risk is amortized to the consolidated statement of income from that date.

When the hedge gain / loss is recognized in the income statement, it is recognized in the same line as the hedged item.
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The bank discontinues hedge accounting only when the hedging relationship (or part thereof) ceases to fulfill the qualifying criteria (after rebalancing, if
any). This includes cases where the hedging instrument has expired, sold, terminated, or exercised, and the disposal is accounted for for future effect.
Also, the fair value adjustment to the carrying value of hedged items for which the effective interest rate method is used (i.e. debt instruments
measured at amortized cost or at FVOCI) arising from the cessation of the hedged risk in the statement of income does not exceed Hedge accounting.

D) Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognized in the consolidated
statement of comprehensive income and accumulated under the heading of cash flow hedging reserve. The gain or loss relating to the ineffective
portion is recognized immediately in the consolidated statement of income, and is included in the other income line item.

Amounts previously recognized in the consolidated statement of comprehensive income and accumulated in equity are reclassified to consolidated
statement of income in the periods when the hedged item affects the recognition of a non-financial assets or a non-financial liability, the gains and
losses previously recognized in the consolidated statement of comprehensive income and accumulated in equity are transferred from equity and
included in the initial measurement of the cost of the non-financial asset or non-financial liability.

The bank discontinues hedge accounting only when the hedging relationship (or part thereof) ceases to fulfill the qualifying criteria (if any, and after
rebalancing if any). This includes situations where the hedging instrument expires or is sold, terminated, or exercised, or when the occurrence of a
specific hedging transaction is not considered highly probable and the discontinuation is accounted for with future effect. Any gain / loss recognized in
other comprehensive income and accumulated in equity at that time remains in equity and is recognized when the eventual expected transaction is
recorded in profit or loss. When the occurrence of a forecast transaction becomes unexpected, the cumulative gain / loss is reclassified in shareholders'
equity and recognized directly in the income statement.

E) Hedges of net investments in foreign operations

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges. Any gain or loss on the hedging instrument relating to
the effective portion of the hedge is recognized in the consolidated statement of comprehensive income and accumulated under the heading of
cumulative translation reserve. The gain or loss relating to the ineffective portion is recognized immediately in the consolidated statement of income.

Gains and losses on the hedging instrument relating to the effective portion of the hedge accumulated in the cumulative translation reserve are
reclassified to the consolidated statement of income on the disposal of the foreign operation.

(2-26) Offsetting of financial assets and liabilities

Financial assets and liabilities are offset and reported net in the consolidated statement of financial position only when there is a legally enforceable
right to set off the recognized amounts or when the Group intends to settle on a net basis, or to realize the asset and settle the liability simultaneously.

(2-27) Accounts managed for the interest of clients

Accounts managed by the bank on behalf of clients are not considered assets of the bank. The fees and commissions for managing these accounts are
shown in the statement of income. A provision is made against the decrease in the value of the portfolios managed for the benefit of clients from their
capital.

(2-28) Fair value measurement

The fair value is defined as the price that will be received to sell any of the assets or pay for transferring any of the liabilities in an orderly transaction
between market participants on the date of measurement, regardless of whether the price can be achieved directly or whether it is estimated thanks to
another valuation method. When estimating the fair value of any of the assets or liabilities, the bank takes into consideration when determining the
price of any of the assets or liabilities whether market participants should take those factors into consideration at the measurement date. Fair value is
determined for measurement and / or disclosure purposes in these financial statements according to those principles, except for those related to
measurement procedures that are similar to fair value procedures and are not fair value such as fair value as used in International Accounting Standard
No. (36).

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price i.e. the fair value of the consideration
given or received. If the Bank determines that the fair value at initial recognition differs from the transaction price and the fair value is evidenced
neither by a quoted price in an active market for an identical asset or liability, nor based on a valuation technique that uses only data from observable
markets, the financial instrument is initially measured at fair value, adjusted to defer the difference between the fair value at initial recognition and the
transaction price. Subsequently, that difference is recognized in income on an appropriate basis over the life of the instrument but no later than when
the valuation is supported wholly by observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, the Bank measures assets and long positions at a bid price and liabilities
and short positions at an ask price.
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Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that are managed by the Bank on the basis of the net
exposure to either market or credit risk, are measured on the basis of a price that would be received to sell a net long position (or paid to transfer a net
short position) for a particular risk exposure. Those portfolio-level adjustments are allocated to the individual assets and liabilities on the basis of the
relative risk adjustment of each of the individual instruments in the portfolio.

The Bank recognizes transfers between levels of the fair value hierarchy as of the end of the reporting period during which the change has occurred.

Fair value levels are as follows:

¢ Level 1: Quoted market prices in active markets for identical assets or liabilities.
e Level 2: Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly observable.
¢ Level 3: Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable.

(2-29) Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable that the Group will
be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

(2-30) Employees’ benefits
Employees’ short term benefits

Employee’s short term benefits are recognized as expenses when providing related services. The commitment relating to the amount expected to be
paid is recognized when the Bank has a current legal or constructive obligation to pay for the previous services provided by the employee and the
obligation can be estimated reliably.

Employees’ other long-term benefits

The Bank's net liabilities in relation to employees’ benefits are the amount of future benefits that employees have received for their services in the
current and previous periods. Those benefits are deducted to determine their present value. The remeasurement is recognized in the consolidated
statement of income in the period in which it arises.

(2-31) Income Tax

Tax expense comprises current tax and deferred taxes.
Current tax is based on taxable profits, which may differ from accounting profits disclosed in the consolidated statement of income. Accounting profits
may include non-taxable profits or tax-deductible expenses which may be exempted in the current or subsequent financial years.

Taxes are calculated based on tax rates confirmed under the laws, regulations and instructions of the Hashemite Kingdom of Jordan and the countries
which subsidiaries are operating in.

The deferred taxes are taxes expected to be paid or refunded as a result of the temporary differences between assets and liabilities — in the
consolidated financial statements and the value of the tax basis profit. Deferred taxes are measured by adhering to the consolidated financial position
statement and calculated based on tax rates that are expected to apply in the period when assets are realized or liabilities are settled.

The carrying amount of the deferred assets are reviewed at the date of the consolidated financial statements and are reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax assets be utilized.

(2-32) Assets seized in settlement of debts

In certain cases, the Bank may close out transactions by acquiring assets in settlement of debts. The asset acquired is recorded at the lower of its fair
value less costs to sell and the carrying amount of the loan (net of impairment losses) at the date of exchange. These assets are recorded in “Other
assets”. It is the Bank’s policy to dispose of such repossessed properties in an orderly manner. The proceeds are used to reduce or repay the
outstanding claim. In general, the Bank does not occupy repossessed properties for business use.

As of the beginning of the year 2015, a progressive provision was calculated for the expropriated real estate in exchange for debts that have passed
over a period of more than 4 years, according to the Central Bank of Jordan Circular No. 15/1/4076 dated March 27, 2014 and No. 10/1/2510 dated
February 14, 2017. Note That the Central Bank of Jordan issued Circular No. 13967/1/10 on October 25, 2019, in which it approved the extension of
Circular No. 10/1/16607 on December 17, 2017, in which it confirmed the postponement of the calculation of the provision until the end of the year
2020. This is in accordance with the bank's circular Central No. 10/1/16239 on November 21, 2020, the deduction of the required allocations in
exchange for the expropriated real estate will be completed at (5%) of the total book values of those real estate (regardless of the period of violation),
with effect from the year 2021, so that the required percentage is reached (50%) of those properties are by the end of 2029.

(2-33) Financial assets pledged as collateral

The financial assets pledged by the Bank are for the purpose of providing collateral for the counterparty to the extent that counterparty is permitted (to
sell and /or re-pledge the assets). The method of valuation is related to the financial policies for its original classification.
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(2-34) Repurchase and resale agreements

Assets sold with a simultaneous commitment to repurchase at a specified future date (repos) will continue to be recognized in the Bank’s financial
consolidated statements due to the Bank’s continuing exposure to the risks and rewards of these assets using the same accounting policies (where the
buyer has the right to use these assets (sell or re-lien) they are reclassified as liened financial assets).

The proceeds of the sale are recorded under loans and borrowings. The difference between the sale and the repurchase price is recognized as an
interest expense over the agreement term using the effective interest method.

Assets purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not recognized in the Bank’s consolidated
financial statements as assets since the Bank is not able to control these assets. The related payments are recognized as part of deposits at banks and
financial institutions or direct credit facilities as applicable, and the difference between purchase and resale price is recognized in the consolidated
statement of income over the agreement term using the effective interest method.

(2-35) Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any accumulated impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the items. Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to the Bank and the cost of the item can
be measured reliably. All other repairs and maintenance are charged to the income statement during the financial period in which they are incurred.
Lands are not depreciated.

Depreciation is recognized so as to write-off the cost of assets, using the straight-line method, over the estimated useful lives of the respective assets,
as follows:

%
Buildings 2
Equipment and furniture 2.5-15
Vehicles 15
Computers 25
Other 10

When the recoverable amount of any property and equipment is less than its net book value, its value is reduced to the recoverable value and the
impairment value is recorded in the income statement.

The useful life of property and equipment is reviewed at the end of each year. If the expected useful life differs from the previously prepared estimates,
the change in the estimate for subsequent years is recorded as a change in the estimates.

Property and equipment are excluded upon disposal or when there are no future benefits expected from their use or disposal.

(2-36) Intangible assets
A) Goodwill

Goodwill is recorded at cost which represents the increase in the acquisition or purchase cost of an investment over the fair value of the company’s net
assets at the acquisition date. Goodwill resulting from investing in subsidiaries is recorded in a separate item as intangible assets. Goodwill resulting
from investing in associates appears as part of the investment account in the associate and the cost of goodwill is subsequently reduced by any
impairment in the investment value.

Goodwill is allocated to cash-generating unit(s) for the purpose of impairment testing.

Goodwill impairment is tested at the reporting date. Goodwill is written down if there is an indication that it is impaired and if the estimated
recoverable amount of cash-generating unit (s) to which the goodwill belongs is lower than the carrying amount of the cash-generating unit (s).
Impairment is recognized in the consolidated statement of income.

B) Other intangible assets
Intangible assets that are acquired through the merger are stated at fair value at the date of acquisition. The intangible assets that are obtained by a

method other than the merger are stated at cost.

Intangible assets are classified on the basis of their estimated lifetime for a definite or indefinite period. Intangible assets that have a definite lifetime
are amortized during this lifetime and are recognized in the consolidated statement of income. For intangible assets that have a indefinite lifetime, their
impairment is reviewed at the date of the consolidated financial statements and any impairment is recognized in the consolidated statement of income.

Intangible assets resulting from the Bank's business are not capitalized and are recognized in the consolidated statement of income in the same period.

Any indications for the impairment of intangible assets are reviewed at the date of the financial statements. The estimate of the useful lives of those
assets is reviewed and any adjustments are made for subsequent periods.

Below is the accounting policy for each item of intangible assets at the bank:

* Trademarks: Amortized using the straight line method with a fixed ratio of 25%
e Computer software and systems ( main & others ): Amortized using the straight line method with a fixed ratio from 12% to 25%.
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(2-37) Impairment of non-financial assets

The carrying value of the Group's non-financial assets is reviewed at the end of each fiscal year except for the deferred tax assets, to determine
whether there is an indication of impairment. In the event of an indication of impairment, the amount recoverable from these assets will be estimated.

If the carrying amount of the assets exceeds the recoverable amount from those assets, the impairment loss is recorded in those assets.

The recoverable amount is the higher of an asset’s fair value -less costs to sale - and the value in use.
All impairment losses are taken to the consolidated statement of income and other comprehensive income.

The impairment loss for goodwill is not reversed. For other assets, the impairment loss is reversed only if the carrying amount of the asset does not
exceed the carrying amount that was determined after the depreciation or amortization has taken place if the impairment loss is not recognized.

(2-38) Foreign currencies

For the purpose of the consolidated financial statements, the results and financial position of each company in the Group are expressed in the
functional currency of the Bank, and the presentation currency of the consolidated financial statements.

The separate financial statements of the Bank's subsidiaries are prepared, and the separate financial statements of each of the Group’s companies are
presented in the main functional economic currency in which they operate. Transactions are recorded in currencies other than the Bank's functional
currency, according to the exchange rates prevailing on the dates of those transactions. On the date of the statement of financial position, the financial
assets and liabilities are translated into foreign currencies at the exchange rates prevailing on that date. Non-monetary items carried at fair value and
denominated in foreign currencies are also translated at the exchange rates prevailing at the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a foreign currency are not reclassified.

Exchange differences are recognized in the consolidated statement of income in the period in which they arise, except for:

* Foreign currency exchange differences on transactions made in order to hedge foreign currency risk.

 Foreign currency exchange differences on monetary items required to/ from a foreign operation that are not planned or unlikely to be settled in the
near future (and therefore these differences are part of the net investment in the foreign operation), which is recognized initially in the calculation of
other consolidated comprehensive income, and are reclassified from equity to the consolidated statement of income upon sale or partial disposal of
net investment

For the purpose of the presentation of the consolidated financial statements, assets and liabilities of foreign operations of the Bank are transferred
according to the exchange rates prevailing at the date of the statement of financial position. Revenue is also transferred according to the average
exchange rates for the period, unless exchange rates change significantly during that period, in which case exchange rates are used on the date of
transactions. Emerging differences, if any, are recognized in the consolidated statement of comprehensive income and grouped into a separate
component of equity.

When excluding foreign operations (i.e. eliminating the Bank’s entire share in foreign operations, or that resulting from the loss of control of a
subsidiary within foreign operations or partial disposal of its share in a joint arrangement or an associate of a foreign nature in which the held share
becomes a financial asset), all foreign currency exchange differences accumulated in the separate item that represent the equity of that operation
attributable to the owners of the 