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Attached the Audited Financial Statements of

(Jordan Commercial Bank) for the fiscal year

ended 31/12/2016.
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Kindly accept our high appreciation and
respect.

Commercial Jordan Bank

Caesar Qulajen
General Manager
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INDEPENDENT AUDITOR’'S REPORT

To the Shareholders of
Jordan Commercial Bank
Amman - The Hashemite Kingdom of Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Jordan Commercial Bank, which comprise the
statement of financial position as at December 31, 2016, and the statement of income and
other comprehensive income, statement of changes in equity and statement of cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Jordan Commercial Bank as at December 31, 2016, and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Bank in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants together with the other ethical requirements that are
relevant to our audit of the Bank's financial statements in Jordan, and we have fulfilled our
other ethical responsibilities. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note (47) to the accompanying financial
statements about the Central Bank of Jordan’s approval of the Bank’s Board of Directors’
recommendation to distribute share dividends at 6.312%, so that the Bank’s capital becomes
JD 120 million instead of cash dividends at 5% of the year 2016 profits. Moreover, the Central
Bank of Jordan’s approval on such dividends was obtained on April 3, 2017. Accordingly, the
disclosure related to proposed dividends was amended, and capital adequacy recalculated for
the year 2016 - Note (38).

The audit procedures relating to the subsequent events are limited to the disclosure described
above.

Member of Deioitte Touche Tohmatsu Limited
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Key Audit Matters

We have performed the tasks mentioned in the “Auditor's Responsibilities Paragraph”
relating to the audit of the financial statements, in addition to all other related matters.
Moreover, our audit includes performing the procedures prepared in response to our
assessment of the risk regarding the material errors in the financial statements. Our
performed audit procedures including the procedures relating to the treatment of the
below-mentioned matters, provide a basis for our opinion on the attached financial
statements. In addition, description of the manner of the study of each item below is

provided within the audit procedures.

Adequacy of Provision for
Impairment of Credit Facilities

The provision for impairment of credit
facilities is a key matter to  the financial
statements, as its calculation requires
assumptions and management's use of
estimates for the drop in credit ratings and
probabilities that debts will not be collected
as a result of deteriorating economic and
financial conditions of some sectors or
debtors and inadequate collaterals, leading
to suspension of interest according to the
regulatory authorities’ instructions, in light
of inadequate collaterals.

Moreover, the net credit facilities granted
by the Bank to customers amounted to JD
634 million, representing 50% of total
assets as of December 31, 2016.

The nature and characteristics of credit
facilities granted to customers vary from
one sector to another, and from one
country to another, due to the Bank’'s
geographical spread. Consequently, the
methodology for calculating the
impairment in credit facilities provision
differs due to the different sectors and
different risk assessments for those
countries, as well as their legal and
statutory requirements and the
requirements of the Central Bank of
Jordan.

Member of Deioitte Touche Tohmatsu Limited

Scope of Audit to Address the Risk

The performed audit procedures included
understanding the nature of credit facilities
portfolios, examining the internal control system
adopted in granting and monitoring credit, and
evaluating the reasonableness of management’s
estimates of the provision for credit facilities
impairment, collection procedures and follow-
up, as well as suspension of interest.
Furthermore, we reviewed and understood the
Bank’'s policy for calculating provisions, and
selected and reviewed a sample of performing,
watch list, and non-performing credit facilities at
the Bank's level as a whole. In addition, we
evaluated the factors affecting the calculation of
the provision for credit facilities impairment such
as evaluating available guarantees and
coilaterals, customers’ financial solvency,
management’'s estimates of expected cash
flows, and regulatory authorities’ statutory
requirements. We also discussed these factors
with executive management to verify the
adequacy of recorded provisions. Moreover, we
re-calculated the provisions to be taken for those
accounts and verified suspension of interest on
non-performing or defaulted accounts and the
Bank’'s adherence to the regulatory authorities’
instructions, requirements  and related
International Accounting Standard No. (39), and
assumptions used for the calculation of the
provision for credit facilities impairment,

Meanwhile, we evaluated the appropriateness
and adequacy of the disclosure in regard to
credit facilities, provision for credit facilities
impairment, and risks set out in Note (6).
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Unlisted Financial Assets Valuation

The Bank holds financial assets at
amortized cost of JD 330,870,200 as of
December 31, 2016. In this regard, the
Bank should measure the impairment in
their value through comparing the
recorded wvalue to their fair value.
Moreover, the Bank holds unquoted shares
within the financial assets portfolioc through
the comprehensive income statement of 1D
1,704,040 as of December 31, 2016. These
assets should be stated at fair value in
accordance with International Financial
Reporting Standard No. (3%9). Moreover,
fair value determination of financial assets
requires the Bank’s management to make
several judgments and assessments and to
rely on inputs other than quoted prices.
Consequently, managernent’'s fair value
estimation of these assets was a key audit
matter to our audit.

Provision for Income Tax and
Deferred Tax Assets

The tax expense calculation for the year,
tax provision for unassessed years, and
deferred tax assets involve assumptions
and estimates of significant amounts in the
financial statements as a whole. In
addition, the Bank undertakes complex
and extensive operations within its normal
activities, thus rendering tax judgments
and estimates are considered a key audit
matter.

Member of Deloitte Touche Tohmatsu Limited

Scope of Audit to Address the Risk

Audit procedures included evaluating internal
procedures relating to the determination of
financial assets fair value and examination of
their efficiency. In addition, audit procedures
included evaluating the estimates adopted by
the Bank's management to determine the fair
value of non-current financial assets. Moreover,
these estimates have been compared to the
requirements of International Financial
Reporting Standards and discussed in light of
available information.

The audit procedures also included evaluating
the adopted methodology, appropriateness of
evaluation models, and input used to determine
the fair value of financial assets. They also
included reviewing the reascnableness of the
most significant input in the evaluation process
through reviewing investee companies’ financial
statements or obtaining secondary market
prices as well as other reviewed input.

Scope of Audit to Address the Risk

We have performed audit procedures to gain an
understanding of the nature of risks related to
income tax and to assess the professionality of
the Bank's legal and tax consultants relating to
the evaluation and calculation of due taxes, We
have also discussed with management the scope
of work of the Bank's legal and tax consultant to
verify his efficiency and capability to calculate
the required provisions. Furthermore, we have
also discussed management’'s point of view
concerning the accuracy and adequacy of the
provisions taken, reasonableness of the adopted
accounting estimates, and the Bank’'s adoption
of International Accounting Standard No. (12).
In addition, we discussed the impact of any tax
differences with the tax authorities and their
impact on the financial statements.
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Other Matter
The accompanying financial statements are a translation of the original financial
statements which are in Arabic language, to which reference should be made.

Other Information

Management is responsible for the other information. The other information comprises the
other information in the annual report excluding the financial statements and the
independent auditor’s report thereon, which is expected to be made available to us after
the date of our audit report. Our opinion on the financial statements does not cover the
other information, and we do not express any form of assurance or conclusion thereon.

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

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRS, and for such internal control as management
determines necessary to enable the preparation of financial statements that are free from
material misstaterment, whether due to fraud aor error.

In preparing the financial statements, management is responsible for assessing the Bank'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 Bank or to cease operations, or has no realistic alternative but to
do so.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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 I1SAs 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 financial staternents.

Member of Deloitte Touche Tohmatsu Limited
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As part of an audit in accordance with ISA’'s, we exercise professional judgement and
maintain professional skepticism throughout the audit. We also:

»  Identify and assess the risks of material misstatement of the 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 the one resulting from error, as fraud may involve collusion,
forgery, intentional omission, 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 internal control.

- Evaluate the appropriateness of accounting policies used and the reasonabieness of
accounting estimates and related disclosures made by management.

> 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 Bank’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 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 Bank to cease to continue as a going concern.

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

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 procedures.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the
current year and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law and regulations preclude 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, duly organized and in line with the
accompanying financial statements, and we recommend that they be approved by the

general Assembly ;s/nareholders.
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AMMAN - JORDAN
STATEMENT OF FINANGCIAL POSITION
December 31,
Note 2016 2015
ASSETS D D
Cash and balances at central banks 4 109,103,135 270,541,023
Balances at banks and financtal institutions 5/a 52,611,438 84,558,182
Deposits at banks and financial institutions 5/b - 7,090,000
Direct credit facilities - net 6 634,005,814 599,288,936
Financial assets at fair value through statement of income 7 1,928,452 3,115,160
Financial assets at fair value through statement of
comprehensive income 8,185,950 9,721,806
Financial assets at amortized cost 330,870,200 393,040,896
Property and equipment - net 10 28,087,262 27,855,243
Intangible assets - net 11 1,474,632 1,033,856
Deferred tax assets i7/d 3,325,672 4,579,835
Other assets 12 95,707,805 86,738,231
TOTAL ASSETS 1,265,300,360 1,487,563,166
LIABILITIES AND OWNERS' EQUITY
LIABILITIES:
Banks and financial institutions deposits 13 51,804,094 193,351,417
Customers deposits 14 957,337,624 1,041,471,213
Cash margins 15 69,931,443 73,008,129
Borrowed funds 16 12,787,651 6,912,838
Provision for income tax 17/a 3,792,448 8,368,127
Other provisions 18 777,307 605,351
Deferred tax Hability 17/d 2 471,099
Cther liabilities 19 23,054,962 25,393,560
TOTAL LIABILITIES 1,119,485,569 1,349,581,734
OWNERS EQUITY:
EANK SHAREHOLDERS' EQUITY;
Authorized and paid-up capital 20 112,875,000 105,000,000
Statutory reserve 21/a 13,448,365 12,245,038
General banking risks reserve 21/b 6,229,516 6,086,288
Cyclicality reserve 21/¢ 1,705,716 1,472,315
Fair value reserve - net 22 (1,852,705) (3,524,034)
Retained earnings 23 13,408,899 16,701,825
Totat Bank Shareholders' Equity 145,814,791 137,981,432

TOTAL LIABILITIES AND OWNERS' EQUITY

THE ACCOMPANYING NOTES FROM (1) TO (47) CONSTITUTE AN INTEGRAL
PART OF THESE FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

1,265,300,360

1,487,563,166

AND WITH THE INDEPENDET AUDITOR'S REPORT.

o SHAIRMAN OF BOARD OF DIRECTORS

)



AMMAN - JORDAN
STATEMENT OF INCOME
For the Year Ended
December 31,
Note 2016 2015
i [v] 1D

Interest income 2 71,579,594 72,654,665
Less; Interest expense 25 (32,987,374) (35,782,252)
Net Interest Income 38,592,220 36,872,413
Net commission Income 28 4,772,690 5,784,872
Net Interest and Commission 43,364,910 42,657,285
Foreign exchange Income 27 1,630,059 2,560,743
Gain from financial assets at fair value through statement of Income 28 655,292 204,869

Cash dividends from financial assets at falr value through statement of
comprehensive Income g 216,682 81,856
Other Income - net 29 3,773,704 18,517,562
Gross Income 49,640,647 64,022,315
Employees expenses 30 14,813,948 13,440,566
Depreciation and amortization 11&10 2,816,452 2,537,190
Provision for Jmpairment In credit facilities 6 5,198,407 12,328,178
Other provisions 18 312,881 217,431
Provision for impairment in sefzed assats 12 1,417,680 688,115
Other expenses 31 12,103,000 10,696,775
Total Expenses 37,662,368 39,908,255
Income for the Year before Income Tax 11,978,279 24,114,060
Less; Income tax for the year 17/b (2,652,873) (8,357,183)
Income for the Year 9,325,406 15,756,877

Earnings per Share for the Year attributable to the Bank's Shareholders

Basic and Diluted 32 -/082 -/139

THE ACCOMPANYING NOTES FROM (1) TO {47) CONSTITUTE AN INTEGRAL
PART OF THESE FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM
AND WITH THE INDEPENDET AUDITOR'S REPORT.

< CHAIRMAN OF BOARD OF DIRECTORS GENERAL MANAGER




For the Year Ended

December 31,

Income for the year
Other Comprehensive Income Items:
Items that are not transferable subsequently to statement of Income

Net change In fair value reserve of financial assets through statement of comprehensive income - net
Fair value reserve released from sale of financlal assets at falr value through statement of

comprehensive Income

Tota! comprehensive Income items

(Loss) from sale of financial assets at falr vatue through statement of comprehensive Income

Total Comprehensive Income for the Year

2016 2015
D [r]
9,325,406 15,756,877

(1,653,310} {1,473,868)

(3,324,639) 625,536
1,671,329 848,323

(3,163,376} {709,760)
7,833,359 14,198,784

THE ACCOMPANYING NOTES FROM (1} TO {47) CONSTITUTE AN INTEGRAL
PART OF THESE FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

AND WITH THE INDEPENDET AUDITOR'S REPORT,
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CASH FLOWS FROM OPERATING ACTIVITIES:
Income for the year before income tax
Adjustments:
Depreciation and amortization
Provision far Impairment loss in credlt facllities
Provision for end-of-service indemnity
Provision for lawsults against the Bank
{Gain) on sale of properties selzed
(Gain) on sale of property and equipment
Loss on disposal of property and equipment
{Gain) loss from valuation of financial assets through statement of income
Provision for selzed assets
Effect of exchange rate fluctuations on cash and cash equivalents
Total

CHANGES IN ASSETS AND LIABILITIES:
(Increase) In direct credit facilities
Becrease in financial assets at fair vatue through statement of income
{Increase) in other assets
Decrease In rastricted balances withdrawal

Decrease (Increase) In banks' and financial institutions deposits for more than three months

Decrease in hanks' and financial institutions deposits for mare than three months
{Decrease) increase In customers' deposits

{Decrease) increase in cash margins
(Decrease) increase In other liabilities
Net Change in Assets and Liabllitles

Net Cash Flows (used in) from Operating Activities before Provisions Paid and Income Tax Paid
Paid from |lawsuits provision
End-of-sarvice indemnity provision paid
Income tax paid
Net Cash Flows {used In) from Operating Activitles

CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease {increase) in financial assets at amortized cost
Decrease in financlal assets at fair value through statement of comprehensive income
{Purchase) of property and equipment and advance payment for property and equipment
(Purchase)} of Intangible assets
Proceeds from sale of property and equipment
Net Cash Flows from (used In) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Increase In barrowed funds
Net Cash Flows from Financing Activitles
Effect of exchange rate fluctuations on cash and cash equivalents
Net {Decrease) Increase In Cash and Cash Equivalents
Cash and cash aguivalents - beginning of the year
Cash and Cash Equlvalents - End of the Year

Non-Cash transactions :
Write off property and equipment
Acquisition of seized assets against debts
Increase in paid up capital

For the Year Ended
December 31,

Nate 2016 2015
1D o
11,978,279 24,114,060
10&11 2,816,452 2,537,190
6 6,198,407 12,328,178
i8 234,039 186,129
18 78,842 31,302
29 {41,958) (79,398)
29 - {18,849)
38,950 330,391
28 (358,045) 309,788
12 1,757,634 1,053,195
27 {1,208,435) (2,207 944)
21,494,165 38,584,042
(40,915,285} (87,750,453)
1,544,753 1,350,537
(10,685,250) (18,457,617)
109,064 820,011
7,090,000 (7,090,000)
- 5,000,000
(84,133,589) 231,215,618
(3,076,686} 3,583,284

{2,338,598) 9,004,617
(132,405,591) 137,715,997

(110,911,426) 176,300,039
18 (59,321) (60,292)
18 {B1,604) {228,522)

17/a (7,345,431) {4,122 245)
(118 ,397,782) 171,888,980

62,170,696 {44,778,720)
943,753 578,733
10 (2,713,903) (5,462,686)
11 {866,577) (241,241)
52,282 197,074

59,586,251 {49,706,840)

5,874,853 2,992,266

5,874,853 2,992,266

27 1,208,435 2,207,944
(51,728,243) 127,382,350
166,638,722 39,256,372
114,910,479 166,638,732

- 4,865,720

i2 21,137,449 24,354,230
20 7,875,000 5,060,000

THE ACCOMPANYING NOTES FROM (1) TO (47) CONSTITUTE AN INTEGRAL
PART OF THESE FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

AND WITH THE INDEPENDET AUDITOR'S REPORT.
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JORDAN COMMERCIAL BANK

{A PUBLIC LIMITED SHAREHOLDING COMPANY)
MMAN - JORDAN
NOTES TQ THE FINANCIAL STATEMENTS

n I

Jordan Commercial Bank was established as a Jordanian Public Limited
Shareholding Company on May 3, 1977 under No. (113) in accordance with
the Jordanian Companies Law No. (12) for the year 1964 with a paid-up
capital of JD 5 million divided into 5 million shares at a par value of one
Jordanian Dinar per share. The Bank's Head Office address is Amman, Tel.
+962 (6) 5203000, P.O0. Box 9989, Amman 11191 - The Hashemite
Kingdom of Jordan.

During the year 1993, Mashrek Bank (Jordan branches) was merged into
Jordan and Guif Bank. Consequently, Jordan and Gulf Bank replaced
Mashrek Bank (Jordan branches) in terms of its rights and liabilities.

At the beginning of the year 2004, the Bank was restructured after taking
the necessary measures specified by the concerned governmental parties,
and on June 28, 2004, procedures relating to changing the Bank's name
from Gulf Bank to Jordan Commercial Bank were completed.

The Bank’s capital was increased gradually, and the last increase was during
the year 2016. In its extraordinary meeting held on April 10, 2016, the
Bank's General Assembly resolved to approve the increase in the Bank’s
capital by JD/Share 7,875,000, so that authorized and paid-up capital would
become JD/Share 112,875,000 through capitalizing part of retained earnings
and distributing the amount to shareholders as stock dividends. The
procedures for capital increase were completed on May 22, 2016.

Jordan Commercial Bank is a Public Limited Shareholding Company listed on
Amman Stock Exchange.

The Bank is engaged in banking and related financia! operations through its
branches totaling (29) inside Jordan and (4) in Palestine.

The financial statements have been approved by the Bank’s Board of
Directors, in its meeting No. (1/2017) held on January 26, 2017, and are
subject to the approvals of the Shareholders General Assembly and the
Central Bank of Jordan,
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2. Significant Accounting Policies
Basis of Preparation of Financial Statements

The accompanying financial statements of the Bank have been prepared in
accordance with International Financial Reporting Standards issued by the
International Accounting Standards Board (IASB) and their related
interpretations issued by IASB committee according to the instructions in
force in the countries where the Bank operates as well as the Central Bank
of Jordan regulations.

The financial statements are prepared in accordance with the historical cost
principle, except for financial assets and financial liabilities stated at fair
value through profit or loss, financial assets at fair value through other
comprehensive income and financial derivatives stated at fair value at the
date of the financial statements. Moreover, hedged financial assets /
liabilities are also stated at fair value.

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

The accounting policies adopted for the current year are consistent with
those applied in the year ended December 31, 2015, except for the effect of
what is stated in Note (46.a) to the financial statements.

Segments Information

A business segment is a distinguishable component of an entity engaged in
providing an individual product or service or a group of related products or
services subject to risks and returns different from those of other business
segments, which are measured according to the reports used by executive
directors and the main decision makers at the Bank.

A geographical segment is a distinguishable component of an entity engaged
in providing products or services within a particular economic environment
subject to risks and returns different from those of components operating in
other economic environments.

Financial Assets at Fair Value through Statement of Income

These financial assets represent investments in companies’ stocks and
bonds, and the purpose from maintaining them is to generate gains from
the fluctuations in market prices in the short term or from trading margins.

These financial assets are initially stated at fair value at acquisition date,
(while transaction costs are expensed in the statement of income, and are
subsequently measured at fair value). Moreover, changes in fair value are
recorded in the statement of income including the change in fair value
resulting from translation of non-monetary assets stated at foreign
currency. Gains or losses resulting from the sale of these financial assets
are taken to the statement of income.

Financial assets to / from this category may not be reclassified except for
the cases specified in International Financial Reporting Standards.

Dividends and interest from these financial assets are recorded in the
statement of income.,
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Financial Assets at Fair Value through Statement of Comprehensive

Income
These financial assets represent investments in equity instruments held for the
purpose of generating gain in the long term and not for trading purpose.

- Financial assets at fair value though comprehensive income are initially
stated at fair value plus transaction costs on the purchase date.
Subsequently, they are measured at fair value with gains or losses arising
from changes in fair value recognized in the statement of other
comprehensive income and within owners’ equity, including the changes in
fair value resulting from translation of non-monetary assets stated in
foreign currency. Gain or loss from the sale of these investments should be
recognized in the statement of comprehensive income and within owners’
equity, and the balance of the revaluation reserve for these assets should
be transferred directly to retained earnings and not to the statement of
income.

- No impairment loss testing is required for those assets.

- Dividends are recorded in the statement of income in a separate-line item.

Financial Assets at Amortized Cost

These financial assets represent financial assets the Bank's management
intends, according to its business model, to hold for collecting contractual
cash flows which comprise payments of principal and interest on the
outstanding debt balance.

Those financial assets are stated at cost upon purchase plus acquisition
expenses. Moreover, the issue premium / discount is amortized using the
effective interest rate method, and recorded to the interest account.
Provisions associated with the decline in value of these investments leading to
the inability to recover the investment or part thereof are deducted. Any
impairment is registered in the statement of income.

The amount of the recognized impairment loss is the difference between the
asset’s carrying amount and the present value of estimated future cash flows
discounted at the original effective interest rate.

Financial assets from / to this category may not be reclassified except for
certain cases specified in the International Financial Reporting Standards (in
the case of selling any of these assets before their maturity date, the result
should be recorded in a separate-line item in the statement of income.
Moreover, disclosures should be made according to the requirements of
International Financial Reporting Standards).

Fair Value
The closing market price (Assets Purchasing / Liabilities Selling) of financial

assets and derivatives on the date of financial statements in active markets
represents the fair value of financial instruments and derivatives with market
prices.
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In case declared market prices do not exist, active trading of some financial
assets and derivatives is not available, or the market is tnactive, fair value Is
estimated by one of several methods including the following:

- Comparison with the fair value of another financial asset with similar terms
and conditions.

- Analysis of the present value of expected future cash flows for similar
instruments.

- Option pricing models.

- Long-term assets and liabilities that bear no interest are evaluated in
accordance with the discounted cash flows using effective Interest rate.
Premiums and discounts are amortized within interest revenues or expense in
the statement of income.

The valuation methods aim to obtain a fair value that reflects market
expectations, taking into consideration market factors and any expected risks and
benefits upon estimating the value of financial assets. Moreover, financial assets
whose fair value cannot be measured reliably are stated at cost net of any
Impairment in their value.

Impairment in the Value of Financial A

The Bank reviews the values of financial assets on the date of the statement of
financial position in order to determine if there are any indications of impairment
in their value individually or in the form of a portfolio. In case such indications
exist, the recoverable value is estimated so as to determine the impairment loss.

Impairment loss is determined as follows:

- Impairment in financial assets recorded at amortized cost is determined on
the basis of the present value of the expected cash flows discounted at the
original interest rate.

- The impairment in value is recorded in the statement of income. Any surplus
in the following period resulting from previous declines in the fair value of
financial assets is taken to the statement of income.

Direct Credit Facilities

- Direct Credit facilities are financial assets with fixed or amended payments
basically provided by the Bank or obtained with no available market value in
active markets.
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Direct credit facilities are stated at amortized cost net of provision for
impairment loss, interest and commissions in Suspense,

A provision for impairment in direct credit facilities js récognized when
amounts due to the Bank become obviousjy irrecoverable, and when there Is
an objective evidence of the existence of ap event negatively affecting the
future cash flows of the direct credjt facilities, and the Impairment loss
amount can pe estimated according to the Central Bank of Jordan
instructions, and in accordance wijth the central banks instructions the
countrias the Bank's branches operate. The Provision is taken to the

off the statement of financiaf Position in line with the Boarg of Directors
decisions in this regard,

%

Buildings 2
Machines and office equipment 10 - 15
Decorations 15
Vehicles 15
Computers 20

When the carrying amounts of Property angd equipment exceed their
recoverable values, assets are written down, and impairment losses are
recorded in the statement of income,

Property and equipment are derecognized when disposed of or when there js
No expected futyre benefit from their use,
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Provisions

Provisions are recognized when the Bank has an obligation on the date of the
statement of financial position arising from past events, and the costs to settle
the obligation are both probable and can be reliably measured.

Provision for Employees’ End-of-Service Indemnities

- The employees' end-of-service indemnities’ provision (for employees not
covered by Social Security) is calculated on the basis of one-month salary for
each year of service.

- Payments to departing employees are deducted from the employees' end-of-
service indemnities provision while the required provision for end-of-service
indemnities for the year is recorded in the statement of income.

Income Tax
- Income tax expenses represent accrued taxes and deferred taxes.

- Income tax expenses are accounted for on the basis of taxable income.
Moreover, income subject to tax differs from income declared in the financial
statements because the latter includes non-taxable revenue or tax expenses
not deductible in the current year but deductible in subsequent years,
accumulated losses acceptable by the tax authorities, and items not accepted
for tax purposes or subject to tax.

- Taxes are calculated on the basis of the tax rates prescribed according to the
prevailing laws, regulations, and instructions of the countries where the Bank
operates.

Deferred taxes are taxes expected to be paid or recovered as a result of
temporary timing differences between the value of the assets and liabilities in
the financial statements and the value of the taxable amount, Deferred tax is
calculated on the basis of the liability method in the statement of financial
position according to the rates expected to be applied when the tax liability is
settled or tax assets are recognized.

Deferred tax assets and liabilities are reviewed as of the date of the financial
statements, and reduced in case it is expected that no benefit will arise
therefrom, partially or totally.

Share Capital

sts of I ing or Purchasing the Bank’s Shares (Trea
Costs of issuing or purchasing the Bank’'s shares are recorded in retained
earnings (net of the tax effect of these costs). In case the issue or purchase
process is incomplete, these costs are charged to the statement of income as an
expense.

Pledged Financial Assets

These assets are mortgaged to other parties with other party’s the right for
(selling or remortgaging). These assets are continuously assessed according to
accounting polices used to evaluate each asset according to its original
classification.
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Custody Accounts

This item represents the accounts managed by the Bank on behalf of its
Customers and is not part of the Bank’s assets. The fees and commissions for
managing these accounts are shown in the statement of income., Furthermore, a
provision is taken against the decline in the value of capital-guaranteed portfolios
managed on behalf of customers.

Offsetting
Financial assets and financial liabllities are offset, and the net amount Is reflected
in the statement of financial position only when there are legal rights to offset the
recognized amounts, the Bank intends to settle them on a net basls, or assets are
realized and liabilities settled simultaneously.

Recognition of Income and Realization of Expenses

- Interest income Is realized and recognized based on the effective interest
method, except for interest and commission on non-performing facilities which
are not recognized as revenue but taken to the interest and commission in
suspense account.

- Expenses are recognized on the accrual basis.

- Commission Is recorded as revenue when the related services are rendered,
and dividend revenue from companies is recognized when earned (when
approved by the Shareholders’ General Assembly),

Recognition of Financial Assets Date

Purchase and sale of financial assets are recognized on the trade date (the date
the Bank is liable to sell or purchase the financial asset).

Financial Derivatives and H Accountin

Financial Derivatives Hedge

For hedge accounting purposes, the financial derivatives are stated at fair value,
and hedges are classified as follows:

= Fair value hedge
Hedge for the change in the fair value exposures of the Bank's assets and
liabilities.

When the conditions of effective fair value hedge are met, the resulting gain
or loss from re-measuring the fair value hedge is recognized in the statement
of income.

When the conditions of effective portfolio hedge are met, the gain or loss
resulting from the revaluation of the hedging instrument at fair value as well
as the change in the fair value of the assets or liabilities portfolio are recorded
in the income statement for the same period.

- Cash flows hedge
Hedge for the change in the current and expected cash flows exposures of the
Bank's assets and liabilities.

When the conditions of effective cash flow hedge are met, the gain or loss of
the hedging instruments is recognized in the statement of comprehensive
income / owners' equity. Such gain or loss is transferred to the statement of
income in the period in which the hedge transaction impacts the statement of
Income,
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Hedge for net investment in foreign entities

When the conditions of the hedge for net investment in foreign entities are
met, fair value is measured for the hedging instrument of the hedged net
assets. In case of an effective relationship, the effective portion of the loss or
profit related to the hedging instrument is recognized in the statement of
comprehensive income / statement of owners' equity while the ineffective
portion Is recognized in the statement of income. Moreover, the effective
portion is recorded in the statement of income when the investment in foreign
entities is sold.

When the conditions of the effective hedge do not apply, gain or loss
resulting from the change in the fair value of the hedging Instrument is
recorded in the statement of income in the same period.

Financial Derivatives for Trading

The fair value of financial derivatives for trading such as forward foreign currency
contracts, future interest rate contracts, swap agreements, and foreign currency
options Is recorded in the statement of financial position under other assets or
other liabilities as the case may be. Fair value is measured according to the
prevailing market prices, and if they are not available, the measurement method
should be disclosed. The change in their fair value is recognized in the statement
of iIncome.

Repurchase or Resale Agreements

Assets sold with a simultaneous commitment to repurchase them at a future
date continue to be recognized in the financial statements as a result of the
Bank's continuous control over these assets and as the related risks and
benefits are transferred to the Bank upon occurrence. They also continue to
be measured in accordance with the adopted accounting policies. Amounts
recelved against these contracts are recorded within liabilities under borrowed
funds. The difference between the sale price and the repurchase price is
recognized as an interest expense amortized over the contract period using
the effective interest rate method.

Purchased assets with corresponding commitment to sell at a specific future
date are not recognized in the financial statements because the Bank has no
control over such assets and the related risks and benefits are not transferred
to the Bank upon occurrence. Payments related to these contracts are
recorded under deposits with banks and other financial institutions or loans
and advances in accordance with the nature of each case. The difference
between the purchase price and resale price is recorded as interest revenue
amortized over the life of the contract using the effective interest method.

Intangible Assets

Intangible assets purchased in an acquisition are stated at fair value at the
date of acquisition. Other intangible assets purchased other than through
acquisition are recorded at cost.

Intangible assets are to be classified on the basis of either definite or
indefinite useful life. Intangible assets with definite useful economic lives are
amortized over their useful lives and recorded as an expense in the statement
of income. Intangible assets with indefinite lives are reviewed for Impairment
as of the financial statements date, and impairment loss is treated in the
statement of income as an expense for the period.
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- No capitalization of intangible assets resulting from the Banks' operations is
made. They are rather recorded as an expense in the statement of income for
the period.

- Any indications of impairment in the value of intangible assets as of the
financial statements date are reviewed. Furthermore, the estimated useful
lives of the impaired intangible assets are reassessed, and any adjustment is
made in the subsequent period.

- Computers software and applications are amortized according to the straight-
line method over their estimated economic useful lives at an annual
amortization rate of 20%.

Assets Seized by the Bank against Due Debt

Assets seized by the Bank against due debts are shown under "other assets” in
the statement of financial position at the acquisition value or fair value, whichever
is lower, and revalued individually at fair value as of the statement of financial
position date. Any decline in their market value is taken to the statement of
income whereas any such increase is not recognized. A subsequent increase is
taken to the statement of income to the extent that it does not exceed the
previously recorded impairment Joss.

Provision for seized assets against debts acquired for more than four years is
caiculated according to the Central Bank of Jordan Circular No. 10/1/4076 dated
on March 27, 2014,

Foreign Currencies

- Transactions in foreign currencies during the year are recorded at the
exchange rates prevailing at the date of the transaction.

- Financial assets and financial liabilities denominated in foreign currencies are
translated at the average exchange rates prevailing on the statement of
financial position date and declared by the Centrai Bank of Jordan.

- Non-monetary assets and liabilities denominated in foreign currencies and
recorded at fair value are translated on the date when their fair value is
determined,

- Gains and losses resulting from foreign currency translation are recorded in
the statement of income.

- Translation differences for non-monetary assets and liabilities denominated in
foreign currencies (such as shares) are recorded as part of the change in fair
value,

Cash and Cash Equivalents

Cash and cash equivalents are balances, maturing within three months, which
comprise of cash and balances with Central Banks, balances with banks and
financial institutions, less bank deposits and balances due to banks and financial
institutions maturing within three months and restricted funds.

e



3. A nting Esti

Preparation of the accompanying financial statements and appiication of
accounting policies require the Bank’s management to estimate and assess some
items affecting financial assets and liabilities and to disclose contingent liabilities.
These estimates and assumptions also affect income, expenses, provisions and
financial assets fair value reserve. In particular, this requires the Bank's
management to estimate and assess the amounts and timing of future cash
fiows. The aforementioned estimates are based on several assumptions and
factors with varying degrees of consideration and uncertainty. Furthermore, the
actual results may differ from the estimates due to the changes arising from the
conditions and circumstances of those estimates. Management believes that the
estimates in the financial statements are reasonable. The details are as follows:

- A provision is set for lawsuits raised against the Bank. This provision is
subject to an adequate legal study prepared by the Bank's legal advisor.
Moreover, the study highlights potential risks that the Bank may encounter in
the future. Such legal assessments are reviewed periodically.

- A provision for loans is taken based on estimates approved by management in
conformity with the Central Bank of Jordan instructions.

- Impairment loss for the assets seized by the Bank is recorded based on recent
real estate evaluations conducted by certified real estate appraisers. The
impairment loss is reviewed periodically. Since the beginning of the year
2015, the Bank has started to calculate a gradual provision for the assets
seized by the Bank for more than 4 years in accordance with the Central Bank
of Jordan regulations Number 10/1/4076 dated March 27, 2014,

- Management periodically reassesses the economic useful lives of tangible and
intangible assets for the purpose of calculating annual depreciation and
amortization based on the general status of these assets and the assessment
of their useful economic lives expected in the future. Impairment loss is taken
to the statement of income.

- Management frequently reviews the financial assets stated at cost to estimate
any decline in their value. Impairment loss is taken to the statement of
income.

- Provision for income tax: The financial year is charged with its portion from
the income tax expense according to the prevailing laws and regulations and
International Financial Reporting Standards. Moreover, the necessary income
tax provision is calculated and recorded.

- Fair value hierarchy: The Bank is required to determine and disclose the level
in the fair value hierarchy into which the fair value measurements are
categorized in their entirety, segregating fair value measurements in
accordance with the levels defined in International Financial Reporting
Standards. Differentiating between Level (2) and Level (3) fair value
measurements, i.e., assessing whether inputs are observable and whether the
unobservable inputs are significant, may require judgment and careful
analysis of the inputs used to measure fair value, including consideration of
factors specific to the asset or liability. When evaluating the fair value of the
financial asset or liability, the Bank uses market information, if available. In
the absence of the first level tnputs, the Bank deals with the independent and
qualified parties to prepare evaluation studies. Appropriate methods of
assessment and inputs used to prepare the evaluation are reviewed by
management.
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-4, Cash and Batances at Central Banks

The detalls of this item are as follows:

December 31,

2016 2015
o pla)
Cash In vaults 18,671,993 18,334,290
Balances at Ceniral Banks:
Current and call accounts 33,239,175 38,542,592
Time and notice deposits 8,224,400 163,154,856

Mandatory cash reserve 48,567,567 50,509,283

Total Batances at Central Banks 90,431,142 252,206,731

Total 109,103,135 270,541,021

- Except for the cash reserve and the capital deposits at the Palestinlan Monetary Authorlty which amounted to )D 8,224,400, there 2re no
restricted balances as of December 31, 2016 and 2015,

- There are no balances maturing within a perlod of more than three months as of December 31, 2016 and 2015.

= There are no certificates of deposit as of December 31, 2016 (IO 71,700,000 as of December 31, 2015).

S..Balances at Banks and Financial Institution's

a. The details of this item are as follows:

tocal Banks and Forelgn Banks and
Financial Institutions Financial Institutlons Total _
December 31, December 31, December 33,
2016 2015 2016 2015 2016 2015
o o hl+} o} 0 o
Current and call accounts 4,260,188 3,507,432 14,281,455 16,580,223 18,541,643 20,167,655
Jeposits due within 3 months 29,330,839 60,135,337 4,738,956 4,255,190 34,069,795 64,390,527
Total 33,591,027 63,722,769 19,020,411 20,835,413 52,611,438 84,558,182

= Non-interest bearing balances at banks and financial institutlons amounted to )0 18,541,643 as of December 31, 2016 (3D 20,167,655 as of December 31 » 2015),

- Restricted balances amounted to zero as of December 31, 2016 {JD 109,064 as of December 11, 2015).

b. There are no balances maturing within more than three menths as of December 31, 2016 (JD 7,090,000 matured cn May 2, 2016 as of December 31, 2015) .

.21 *



. Direct Credit Facilities -~ pet

The details of this item are as follows:

December 31,

2016 2015
Individuals (retail): i ») D
Overdraft accounts 527,631 425,976
Loans and promissory notes * 155,220,754 151,468,107
Credit cards 3,046,084 3,454,636
Real estate loans 66,399,490 58,813,393
Companies:
Large:
Overdraft accounts 57,404,264 52,049,340
Loans and promissory notes * 234,959,577 235,037,164
Syndicated [cans 3,707,000 -
SMEs
Overdraft accounts 23,887,677 23,055,810
Loans and promissory notes * 65,942,173 56,601,959
Government and public sector 57,125,701 57,001,463
Total 668,220,351 637,907,848
Less: Provision for impairment in direct credit facilities {22,114,945) (27,748,626)
Interest in suspense (12,099,592) (10,870,286)
Net Direct Credit Facilities 634,005,814 599,288,936

Net after deducting interest and commissions received in advance of ID 2,059,349 as of
December 31, 2016 (JD 1,123,126 as of December 31, 2015).

Non-performing credit facilities amounted to JD 52,469,614, equivalent to 7/8% of total direct
credit facilities as of December 31, 2016 (ID 60,136,491, equivalent to 9/4% of total direct credit
facilities as of December 31, 2015).

Non- performing credit facilities net of interest and commissions in suspense amounted to

1D 40,869,177, equivalent to 6/2% of total direct credit facilities balance as of December 31, 2016
(ID 49,520,649, equivalent to 7/9% of total credit facilities balance after deducting suspended
interest as of December 31, 2015).

Direct credit facilities include facilities granted to Palestinian National Authority of JD 15,168,585
as of December 31, 2016 (JD 10,061,132 as of December 31, 2015). They also include granted
direct credit facilities guaranteed by the Government of Jordan of JD 15,000,000 as of
December 31, 2016 and 2015.
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Proviise for Impalermest (n Direct Credit Faclifies

The Faawing Is the movement on the provision for Impalrment (n direct credit facilities for the year:

Companies
Real Estate Small and Government and
Earipures Erde Pecemiber 31, 2016 Individyals \oans tame Megium Pyblic Sector Tota!
. =] Jo o o o o

Balarsty = beglnning of the year 5,985,802 775,169 17,702.917 3,264,737 - 27,748 626
Dedu & from Income {surolus) during the vear 4.129,263 {39.117) 1,257,477 850.784 - 6,198.407
Used fnm provislon during the vear (written-off})* (5.857) - - (1,062} - {6.919)
m:ﬂmpf:;g::titransfemd to accounts off the statement of (5,602,781) (61,846} (4,910,909 {1,243,613) E (11,825,169)

B-dunice = End of the Year 4,506,428 574,202 14 04% 485 2i884‘826 N 22,11_4&
Briteedio;
Provisin for | ¢ for nen-performing credit facisties 4.174,079 637.710 13,493.021 2.836.450 = 21,146,260
Brovissin for Impairment for watch list cradit facilitles 332,349 36,456 551,464 48,376 Y 968,685

Tl 4,50_% 674’206 14|049|455 2,864,826 s 22,114,545

Companiss
feal Estate Small and Government and
Eof gwe tear Ended Decamber 31, 2015 Indiviguals Loans Lpeqe Megtum Public Sector Tot
ji o] pla] bie] o D Jo
Balan<r - beginning of the year 2,267.015 1,340,798 12,512,623 2,161,932 o 18,282,368
Deducted from income (surplus) during the vear 3,721.87% (459.361) 7.531.738 1,533,926 o 12,328,178
Used from provision during the vear (written-off}* {3.087y - (46,732} (76,499) o {126,318}
Provission for debts transferred to accounts off the statement of
financidl pasition ** - {106,268} 2,294,712) _ {334,622} - (2,735,602)
3] Bayace - End of the Year SIQBS‘BUJ 775|169 17,702,917 _3‘284,737 - 27,748 626
Beaimdlo;
Provigston for impairment for non-performing cradit facilities 5.767.193 753.271 17,333,574 3.254.475 - 27.,108.513
- Provigion for impairment for watch list credit facilities 218,610 21,898 369,343 30,262 - 640,113
Toul 5,98_5‘_82 775,169 17,702‘917 3l254l717 - 27,742&

* Dumg the year 2016, an amount of JO 6,919 was written-off from non-performing direct eredit facitities acrording Lo the Board of Directors' decision
{1 126,318 for the year 2015)

** Dumg the year 2016, non-parforming credit faciiities of JO 15,243,639, Interest in suspense of 1D 3,418,470, and related provision of 3D 11,825,169
we re transfemed to off the statement of financial positicn Items accorging to the Board of Directors’ decisions, {non-performing credit facilities of
J0 5,357,766, Interest In suspense of JD 2,622,164, and retated provision of 1D 2,735,602 as of December 31, 2015). Neting that direct credit facilities
of 30 90.691,909, interest in suspense of 1D 45,550,185, and related provision of JD 45,141,724 as of Oecaember 31, 2016 wene transfarred to off the
statement of financlal position items according to the Beard of Directors’ decislon, as these accounts are fully covered a5 of the date of the financial
siatmments.

= The provisions for debts calculated on the basis of the individual customer are disciosed above.

= Ptywiions no longer naeded due 10 settiements or repayments of debls transferred agalnst other debts amounied to JD 2,154,089 a5 of December 31, 2016
(JO 3,043,281 as of December 31, 2015},

Interests tn Suspense
The movement on Interest in suspense during the year was as follows: Companies
Resl Estate Smaliand  Government and
Individyals Loans Large Mediym Pyblic Sector Total

Eor the Year Ended Dacember 31, 2016 10 D b b m 0
Balance - bealnning of the vear 637,345 546,519 7,856,822 1,829,600 - 10,870,286
Add: Irterest suspended during the vear 1,043,598 187,653 4,619,391 666,006 - 6,516,648
Less: Interest reversed to income during the year (150,142) {20,988) (1,346,392) {154,841} - 1,672,363

[rterest in suspanse written off {4,485) {22,545) {146,023) {23,458) - 196,509-

Ir:::ﬁ;::?ﬁ;ﬁ&a:ifmd s {1,671,511) (75,478} (1,549,541} (721,940) . 3,418,470-

Balance - End of the Year 454,805 615,161 9,434,257 1,595,369 = 12,099,592
Companles
Real Estate Small and Gavernment and
Individyals Loang Large Mediym Public Sector Total

Eor the Year Ended December 31, 2015 1) 10 iG] Bls) o 1Y
Balance - baqinning of the vear 360,539 687,109 6,276,945 1,414,082 . 8,738,675
Add: Interest suspended during the vear 336,602 13,840 3,074,670 1,004,411 - 5,329,523
Less: Interest reversed to income durina the year (53,890) (52,484) (165,746) (146,533) = {418,653)

Interest In suspense written off (5,906} - {108,709) (42,480) - {157,095)

e st i s of 0 L Gosen @) s - asmen

Balance - End of the Year 637,345 546,519 7,856,822 1,829,600 0 10,870,286
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7 Fair v I

The detaiis of this item are as follows:

Quoted shares In active markets
Total

8. Financial Assets at Fair Value through Statement of Comprehensive Income

The details of this item are as follows:

Quoted shares in active markets
Unquoted shares in active markets *

Total

’

December 31,

2016 2015
D o
1,928,452 3,115,160
1,928,452 3,115,160

December 31,

2016 2015
D JD
6,481,910 7,367,532
1,704,040 2,354,274
8,185,950 9,721,806

- Realized loss from the sale of shares at fair value through the statement of comprehensive income armounted

to JD 3,163,376 for the year ended December 31, 2016. The loss was directly recorded In retained earnings

within owners' equity (realized loss of JD 709,760 for the year ended December 31, 2015).

- Cash dividends for the above investments amounted to JD 216,682 for the year ended December 31, 2016

(JD 81,856 for the year ended December 31, 2015).

* This item includes unquoted financial assets in active markets of local companies evaluated based on the latest

avallable audited or reviewed financial statements.
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9. Financial Assets at Amortized Cost

The details of this item are as follows:

Treasury bornds and bills - Central Bank of Jordan
Governments guaranteed bonds and debentures
Companies bonds and debentures

Total
£ss: Provision for impairment in financial assets at
amortized cost *

Interest in suspense **

Financial assets at amortized cost - Net

londs and Bllls Analysis:
Fixed rate
Total

December 31,

2016 2015
Jo b»)
314,091,026 377,060,177
11,081,274 9,999,723
6,118,792 6,373,460

331,291,092

393,433,360

{283,600) (283,600)
(137,292) (108,864)
330,870,200 393,040,896

330,870,200

393,040,896

330,870,200
— ]

393,040,896

* The movement on the provision for impairment in financial assets at amortized cost during the year was as follows:

alance - beginning of the year
Balance - Ending of the Year

* The mavement on Interest in suspense during the year is as follows:

alance - beginning of the year
terest in suspense during the year
Balance - Ending of the Year

2016 2015
D D
283,600 283,600
283,600 283,600
2016 2015
D D
108,864 82,426
28,428 26,438
137,292 108,864




19, _propeny and Equipment - Neg
a, The detalls of this itemn are 23 follows:

Machines

Payments Rr
and Office Property and
Year 2016 Lands Buildings Equipment  _ Decorationt  __Vehigles Compyters fquipment Totai
o o 1o 10 1o B+ ] iD
Costs
Balance - beginning of Ihe year 2,694,071 17,716,724 7,778,374 5,333,967 567,672 4,001,128 2,032,220 40,324,157
Additians 134,227 J44,116 721,198 %197 55,722 256,147 1,165,296 2,711,503
Disposals - - {215,262) {183,516) {152,183} (142.957) = (693,920)
Faymants for acaulsition of property and equipment = 375,067 783,917 312,432 85,645 670,581 [2,427,632) =
Balance - End of tha Yoar

2,828,298 18,635,997 9,068,227 5,700,070 556,857 4,784,889 JE9, 684 42,344,132

Accumulated Repreciation:
Balance - beginning of the yeor g 1,402,144 4,047,972 1,869,654 293,452 2,775,492 - 12,468,914
Depreciation for the year 5 359,345 946,914 522,951 79,137 482,302 g 2,390,651
Disposals 5 . {205,369) (153,732) {100,630} {143,964) - {602,695)
Balance - End of the Year = 1,84} 489 4,789,517 4,239,075 271,959 3,114,830 o 14,256,87
Net Baok Value of Property and Equipment - End of the Year £.879,299 16,749,419 4,378,710 1.560,995  ___ 245.898 1,670,059 736,884 29,087,263
Year 2015
Cost:
Batance - beginning of the year 1.6594.0M 15,672,372 6,818,375 7,269,774 537,042 7,161,854 169,000 40,322,488
Additions - 2,044,352 950,104 147,564 206,370 251,075 - 3,599,465
Adiustments® - . 76,316 {1,858,705) - 3,283,870} - 14,866,259}
Disposals - - (266,421) {24,668) 1175.739) (127.931) 594,757

Payments for acquisition of property and equipment = . - 1,863,220 1,863,220
Balance - End of the Year 2,654,071 17,716,724 3,778,374 5,53),957 567,673 4,003,128 2,032,220 40,324,157

Accumuiated Degreciation:
Balance - beginning of the year = 1,192,436 3,895,232 4,671,918 355,335 §,211,828 - 15,326,479
Depreciation for the yesr - 289,708 696,751 585,675 77,240 445,192 = 2,094,566
Adjustment * = = (385,723)  (1,386,238) (1,138} (2,762,769) . {4,515,868)
Disposals = L] {138,288} {9,501) {137,985} {118,759} = 416,533
Balance - End of the Year = 1,482,144 4,047,972 3,859,854 293,452 2,775,492 N 12,458.914
Net Book Value of Property and Equipment - End of the Year 2,594,071 16,234,580 2,730,402 1,564,113 274,221 L.325,536 2,032,280 22,855,243
Annuzl depreciation parcentage % - 2 10-15 15 15 20 -

b - Property and equipment balance Includes 1D 5,833,398 as of December 31, 2016 (1D 5,281,035 as of December 31, 2015},

representing fully depreciated property
and equipment,

* By theend of year 2014, all the Bank's p perty and had been , and

g ended during tha second quarter of the year 2015, Subsequently, the Bank

P & special som for proparty and equipment, and some property and equipment have been reclassified In addition, property and equipment of JO 4,866,259

and accumulated depreciation of 1D 4,535,868 wera weitten off. This resulted In losses of JD 330,391,

bocked within other expenses In the statement of Incomse for the
year ended Decamber 31, 2015,
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11. Intanglble Assets - Net

The detalls of this item during the year are as follows:

Computers and software systems

2016 2015
o] D
Balance-beginning of the year 1,033,856 1,235,239
Additions during the year 834,168 211,616
Payments for acquisition of Intangtble assets 32,409 29,625
Amartization for the year {425,801) (442 624)
Balance-End of the Year 1,474,632 1,033.856
Annual amortization percentage % 20 20
12, Other Assels
The details of this itemn are as follows:
December 31,
2016 2015
10 D
Accrued interest and revenue 6,764,764 7,728,172
Prepaid expenses 834,598 546,456
Assets selzed by the Bank against due debts - net * 78,873,375 70,863,375
Assets seized by the Bank sold on Instaliments - net ** 1,478,632 3,583,346
Refundable deposits 2,462,811 1,042,855
Transactions under process among branches 780,184 -
Clearing Chegues - Patestine branches 2,406,649 1,767,851
Other 2,106,792 1,406,182
Total 95.707& 85i738|231
- The movement on assets seized by the Bank against due debts during the year is as follows :
2016 2015
Seized Propertles _ Other Selzed Assets Total Total
plo} D D D
Balance - beginning of the year (Neat after the impalrment lass) 68,857,004 1,806,371 70,663,375 56,345,216
Additions durlng the year 12,137,449 - 12,137,449 24,354,230
Disposals during the year (2,049,356) (120,459} (2,169,815} {9,017,472)
Effect of impairment for the year {1,081,289) {676,345) {1,757,634) (1,018,599)
Balance - End of the Year 77,863 808 1,009,567 ?8,82‘172 70.66_3‘92
= The movement on Impairment loss on assets salzed by the Bank against debts during the year Is as follows :
2016 2015
Seized Properties  _Other Selzed Assets Taotal Total
0 pls} D pla}
Balance - beginning of the year 1,254,678 = 1,254,678 514,944
Booked provision during the year*=*** 1,081,289 676,345 1,757,634 1,053,195
Utilized from provision during the year (133,725) = (133,725) (34,595}
Balance - End of the Year 2,202,342 576,345 2,878,587 1,533,543

-

According to the Central Bank of Jordan Instructions, properties and shares selzed by the Bank agalnst past due customer debts should be disposed

of within two years from the acquisition date. For exceptional cases, the Central Bank of Jordan can extend this period for two additional years,

** This item includes 1D 377,399 against provision for assets seized by the Bank for the year ended December 31, 2016 , according to the Central
Bank's Circular No. 10/1/4076 dated March 27, 2014 and Circular No, 10/1/6841 dated June 3, 2015, whereby the Bank started to gradually

calculate a provision for the praperties seized agalnst debt held for more than 4 years,

*** This item inciudes JD 1,040,281 against provision for assets seized by the Bank for the year ended December 31, 2016 ( JD 688,115 for the year
ended December 31, 2015) , according to the Central Bank's circuter No. 10/1/4076 dated March 27, 2014 and Circular No. 10/1/6841 dated
June 3, 2015 the Bank started to gradually calculate a provision for the propertles seized against debt held for more than 4 years.

JD 1,417,680 for the year ended December 31, 2016 {10 688,115 for the year ended December 31, 2015},
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13, Banks and Financial Institutions Denosits

The details of this item are as follows:

December 31, 2016 Decemnber 31, 2015
Inside Qutside Inside Outside
Kingdom Klngdom Total Klngdom Kingdom Total
o plv} 1D pla] pls) b
Current and call accounts 4,220,595 1,004,426 5,225,025 - 5,447,895 5,447,895
Term depasits 46,579,069 = 45,579,069 10,192,400 177,711,122 187,903,522
Total 50,799& 1,004,426 51,804,094 10,192,400 183,159,017 193!‘351!417

- Banks deposits maturing within & perlod of more than three manths amounted to 1D 5,000,000 as of December 31, 2016
{JD 5,000,000 as of December 31, 2015).

14, Customers Deposits
The detalls of this tem are as foMows:
December 31, 2016

Companles
Small and Government and
Individuals Large Medium Public Sector Total
o Jo o D o
Current and call accounts 58,228,985 35,085,308 18,081,126 44,364,504 185,759,516
Saving deposits 105,918,730 2,044,538 910,775 12,084 108,886,127
Time cert'ficates of deposit 26,285,391 10,000 258,785 - 26,554,176
Term deposits subject to notice 251,054,767 167,539,076 61,448,653 155,694,969 636,137,405
Total 471‘487‘813 205|D78‘915 BD|699‘339 ZUDIOHISS'J 957,337@24
December 31, 2015
Companies
Small and Government and
Individuals Large Medium Public Sector Tota|
hla} h»} Jo Jo Jo
-urrent and call accounts 96,706,737 58,393,855 11,020,732 58,541,481 224,662,805
javing deposits 74,999,782 316,057 4,313 12,414 75,332,566
Tme deposits subject to notice 272,945,273 194,505,076 75,115,439 198,510,054 741,475 842
Total 444.651,& 253|214‘988 86,140,484 257|463|949 1|041I47’l'213

- The Government of Jordan and the public sector deposits tnstde the Kingdom ameounted to 1D 190,233,573, equivalent to 19/9 % of total
deposits as of December 31, 2016 (JD 250,138,003, equivalent to 24% of total deposits of December 31, 2015).

- Non-interest bearing deposits amounted to 1D 160,549,816, equivalent to 16/8 % of total customers' deposits as of December 31, 2016
(1D 208,322,257, equivalent to 20% of total deposits as of December a1, 2015).

- Restricted deposits amounted to JD 13,098,366, equivalent to 1/4 % of total customers’ deposits as of Pecember 31, 2016 (3D 17,313,844
equivalent ta 1/7% of total deposits as of Decernber 31, 2015).

- Dormant deposits amounted to JD 14,647,082 as of December 31, 2016 () 8,164,083 as of December 11, 2015) .

3. Cash Marging
he detalls of this item are as follows:
. December 31,

2016 2015
o bl
ash margins on direct credit facilitles 56,012,744 53,166,951
ash margins on indirect credit facilitles 13,105,742 18,006,548
arginal cash deals 812,956 1,834 630

Total 69,931,443 73,008,129
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16, Borrowed Fupds
These funds have been granted uader the loan agreermiants signed with the Central Bank of Jordan whersby the rephyment wiil be through semd - annual Instalments Indluding
Interest. These inds will be used for the purpose of Rnanding micra, smal and medium companies,

This item Incudes the following:

HNumber of
Decermiber 1L, 2016 Amgumt Litiliged Ingtaltment Guarpntess interest Aate
hlu) pla)
20 years Induging §
years grace peridd N
Loan from Workd 8ank through Central Bank of Jordan 2,000,000 2,000,000 settied In som)- 2.5%
annual imtalimens
10 yaars induding 5
YBars grace period &
Loan from Arab Monetary Fund through Central Bank of Jordan 2,160,000 2,100,000 settied i semi- 2.5%
annual instaliments
2 years settled In
Advances from Central Bank of Tordan 8,687,691 8,687,691 semi-annual - 2.25%
Tota! 12.787.691
—
December 31,2015
20 years Indluding 5
YRS Qrace parkod .
Loan froim Workt Bank theough Central Bank of Jardan 2,000,000 2,000,000 settied In Semi- 1%
anmad| Instaliments
10 yeary incfuding 5
years grace penod A
Loan from Arab Monetary Fund through Central Bank of Jorgin 2,100,000 2,000,000 settied In sami 2.5%
annual ingtatiments
2 years setthed In
Advances from Central Bank of Jordan 1LEE 2,812,838 sEmi-annml - 115%
Total 6,9132.833
[
12.Income Fax
. Income tax provision

The movement on provision for incoma tax durng the year was as follows:

2016 2015

o n
Batance - beainning of tha vear 8.168,127 1.852,086
Incoma tax inciared 2.769,752 8.61B.186
Income tax pald - Palesting branches {519.538) {230.389)
[rcome tax pald - Jordan Branches 16,675,893} (2,891 856)
Balance + End of the Yaar L7192 444 9,269,127

L. locome 12z expense

fcome tax expense for the yaar in the statement of Incoma consists of the follawing

[ S ] |

i) ]

ncome tax incurred on current vear profit - Jordan branches 2,115 18 7.863 106
Ncomd tax Incurred on cument vear proft - Palesting branches 550,000 600,000
A0 Lax incurred on peior year profit - Jordan branches 4,412 175,180
ffecy of deferred tas assets 354,220 {752,202)
et of deterred tax Uabdities —(A7L098)  47{,099

etal — LN, 68357190,
Tax satuy
+Jordan Rranches

Tha Bank has reachad a final settiament with the Income and Saley Department for Jordan branches wntd the end of the year 2014 The Bank submitted the ncome tax return
for the year 2015, but it has not been reviewed yet

«Bilestine branches
The Bank has settled the income tax ki Palesting branches up (o the year 2010 As for the years 2011, 2012, 2013, 2014 and 2015, the Bank subnutted is incoma Lax returns, and i
CusTently in the cleaning of seteting the tax status with the Income Tax Cepartment in Palestine. However, nio finak setttement has been reached yet

In the opinkn of the Managament and the Bank's Leqat 2nd Tax acvisors in Jordan and Palesting, no lisbitities in gxcess of the proviiion taken by the Bank and its branches will arise
#3 of tha data of the financlal statements Moreover, the booked Incoma tax Provision Is sulficent (o settie the potentiat tax obligations s of the data of the Bnandal statements
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o, Deferred Tax Assety/Liabilitles ;
The detalls of this item are as follows.:

December 31,
2016 2016 2015
Balance
b Amounts Batance - End Deferred Deferred
of the year Additions Relezsed of the Year Tax Tax
p. Daferred Tax Agsety hiv] o s} i o o]
Provision for doubtful debts before the year 2040 382,779 = 44,558 338,221 118,377 133,973
Provision for impaiement in seized assets 566,565 41,008 90,635 516,919 160,928 196,298
Provision of seized properties held for more than four years 688,115 1,417,680 43,09t 2,062,704 721,946 240,840
Impairment on shares selted against debts 406,296 676,345 69,540 1,013,101 354,585 142,204
impalrmént ks on financial assets at amortized cost 283,600 a 283,600 99,260 99,260
Pravision for lawsults agalnst the Sank 21,572 78,842 59,322 43,492 15,222 8,330
Provislon for end-of-service indemnity 15,606 47,618 5,298 57,926 20,274 5,462
Pravision for suspended legal fees and expense 1,317,757 198,387 2,129 1,514,015 529,905 461,215
Valuation losses on financlal assets at falr value through statement of income 1,837,457 (358,045} 1,032,872 446,539 156,289 643,110
Fair value reserve * 5421,5%0 751,365 3,324,629 2,850,316 997,611 1,897,557
Impalrrent koss on credit faciitles 1,463,854 L 1,463,854 - - 512,349
Other provisions 677,652 302,586 375,086 131,274 237117
Total IJ‘GBS 243 2I85552°1 6,438,525 9 501I919 3‘325i672 4|579|B3S

b, Refarred Tax Liabilities

Deprectation and amgrtization differences 1,345997 - 1,345907 = - 471,099

Total 1,345 997 - 1,345 997 - - 471,099

+  Delferred tax benefits mentioned above represent deferred tax benefits for Jordan branches only, as there are no deferred taxes for the Bank's branches In Pplestine

*  Deferred tax assets resulting from valuation loss of financlal assets at fair value through comprehensive income appear within the valuation reserve for finanglal assets
at fair valye In the awners' equity statement,

b. The movement on deferred tax assets/ilabilities during the year was as foflows:

2016
Assets Liabllities
0 o
Balance - beqinning of the year 4,579 835 471,099
Additions during the year 999,320 o
Disposal during the year {2,253, 483} {471,089}
Balance - End of the Year 3,325 672 -

- Deferred tax assets for Jardan branches have been calculated using 35% as of Jarwary 1, 2016 according to the tax rate for banks as per the new Income Tax Law Mo (34)
for tha Year 2014, which came into effect on January Ist, 2015.

£, Summary of Reconcillation Between Qeclared Income and Taxable Income:
2016 15

o 1o
Dedared income 11,978,219 24,114,060
Adsdl: Non-deductible tax expenses 2,850,121 2,986,772
Less; Exempted tax income 17,240,574} (3,218,613}
Adjusted Taxable lncome 7|587.§26 23,882,219
Ingome Tax Rates,
Jordan branches 5%, ¥i%%
Paiestine branches 0% Fi e
19, Other Provisions
The details of this item are as follows
Balance -
Beginning Expense for Paid durlng Balance - End
Year. 2016 of the Yaar the Year the Year of the Yaar
o ] o o
Provigion for lawsuits agalnst the Bank 29,267 70,842 (59,321) 48.788
Provision for end-of-service indemnity 576,084 234,039 (81.604) 728,519
Total 505,351 312,881 {140 925} 777,307
Balance -
Beginning Expense for Paid during Balance - End
Year 2015 of the Year the Year the Year of the Year
p vl pls] o 2]
Pravision for lawsuits against the Baak 58,257 31,302 (60.297) 29.267
Provision for end-of-service Indemnity 518,477 186,129 (228,522) 576,084
Total 676,734 217,431 (288 814} 605,351
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19, Other Liabilities

The details of this item are as follows:
December 31,

2016 2015
D 0

Acceptable checks 6,583,153 7,129,913
Accrued Interests 5,160,954 6,091,526
Refundable and various deposits 3,386,757 6,186,157
Safe deposits boxes 89,878 83,750
Shareholders' deposits 14,773 12,250
Income tax and soclal security 298,145 287,608
Accrued expenses 2,018,391 1,237,031
Transactions In transit among branches E 370,359
Board of Directors’ remunerations 55,000 73,160
Recelved amounts on the sale of land and real estate 5,123,526 2,638,977
Inward remittance 265,313 467,054
Other 59,072 815,775

Total —— 23,054,962 25,393,560

The Board of Directors recommended in their meeting held on March 30, 2017 to the General Assembly of Shareholders
to increase the Bank's capital by JD/share 7,125,00,0 equivalent to 6.312 % of the paid-up capital, through stock
dividends. Accordingly, the Bank's authorized and pald-up capital would become JD /ehare 120 million, This distribution
is subject to the General Assembly's approval.

The General Assembly of the Bank decided, in its extraordinary meeting held on April 10, 2016, to approve the capital increase of
JD/share 7,875,000. Accordingly, the Bank's authorized and paid-up capital would become JD/share 112,875,000 through capitalizing
part of retained earmnings and distributing the amount free of charge to the sharehclders. The procedures for the pald-up capitat
increase have been completed at the Companies Control Department in Jordan on May 22, 2016, whereby authorized and paid-up
capital become JD/share 112,875,000 as of December 31, 2016.

In its extraordinary meeting held on June 11, 2015, the General Assembly of the Bank decided to approve the capital increase of
JD/share 5 to bring the Bank's authorized and paid-up capital to 1D/shares 105 million through caphtalizing part of retalned earnings
and distributing the amount free of charge to the sharesholders. The procedures for capital Increase have been completed at the
Companies Control Department in Jordan on November 25, 2015, whereby authorized and pald-up capital has reached JD/share 105
million as of December 31, 2015.

£21. Reserves

The details of the reserves as of December 31, 2016 and 2015 are as follows:

2. Statutory Reserve
This account represents the accumnulated amount of the appropriations from income before tax at 10% during the year and previous
years according to the Banks Law and Jordanian Companies Law. This amount is not distributable to the shareholders.

b. General Banking Risks Reserve

This reserve represents the general banking risks reserve in accordance with the Central Bank of Jordan regulations

and Palestinian Monetary Authority,

The following represents the general banking risks reserve according to the Banks' branches:

December 31,

2016 2015
o Do
Jordan branches 5,257,861 5,266,282
Palestine branches 971,655 820,006
Total 6,229,516 6,086,288
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w Cyclicality Reserve

This item represents the risk reserve taken in accordance with the Palestinian Monetary Authority at 15% of net income after tax

for Palestine branches to support the Bank's capital in Palestine and to face risks relating to the Banking sector. This reserve will

accurnulate untl! reaching 20% of paid - up capltal, The cyclicality fluctuation reserve may not be used, or reduced without obtaining

the pre-approval from the Palestinian Monetary Authority.

Restricted reserves as of the financial statements date are as follows :

December 31

Reserve Name 2016 2015 Restriction Nature
i D
Restricted according to the Banks
tatutory Reserve 13,448,365 12,245,038 taw .and Companies Law
Restricted according the Central Bank
of Jordan and the Palestinian
eneral Banking Risks Reserve 6,229,516 6,086,288 Monetary Authority
Palestinian Monetary Authority's
yclicality Reserve 1,705,716 1,472,315 requirements,
2, Fair Yalue Reserve - Net
e movement on this item during the year Is as follows ;
2016 2015
D D
slance - beginning of the year (3,524,034} {4,116,454)
e effect of implementing Internattonal Accounting Standard
9. (12) related to deferred tax assets - 1,440,762
realized (losses) {1,653,310) (1,473,868)

seased from selling financial assets at fair value through
atement of comprehensive income

Balance - End of the Year

3,324,639 625,536

{1,852,705)

(3,524,034)

Fair value reserve balance includes JD 404,032 as of December 31, 2016 (JD 1,936,594 as of December 31, 2015) against Implementation

of International Financlal Reporting Standard No. (9).
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23, Retalned Eamings,

The movement on this item during the year Is as follows:

2016 2015
Jo o

lalance - beginning of the year 16,701,825 7,881,137
“he effect of the implementation of Intermational Accounting Standard

10, {12) related to deferred taxes - 1,930,077
ncome for the year 9,325,406 15,756,877
Transferred) to reserves (1,579,956} (3,256,508)
‘Transferred) to Increase the paid-up capital {7,875,000) (5,000,000)
tealized (losses) from selling financial assets at fair value through

tatement of comprehensive Income (3,163,376) (709,760)

Balance - End of the Year 13,492!899 16,701!825

Petained earnings Include an amount of D 3,325,672 as of December 31, 2016 restricted against deferred tax assets
according to the Central Bank of Jordan Instructlons.

- Use of General Banking Risks Reserve Is restricted and requires the pre-approval of the Central Bank of Jordan.

- Use of the Cyclicality Reserve Is restricted and requires the pre-approval by the Palestinian Manetary Authority.

- Use of retained earnings In an amount equal to negative cumulative change in fair value of financia! assets of
JD 1,852,705 as of December 31, 2016 Is restricted (including JD 404,032 agalnst implementation of International

Financial Reparting Standard No. {9)) according to the Jordan Securities Commission and Central Bank of Jordan Instructions.
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24. Interest Income

The detalls of this item are as follows:

Direct credit facilities:
Individuals (retail)
Overdraft accounts
Loans and promissory notes
Credit cards
Real - estate [oans
Companies
Large
Overdraft accounts
Loans and promissory notes
Syndicated loans
Small and medium
Overdraft accounts

Loans and promissory notes

Government and public sector

Balances at central banks

Balances and deposits at banks and financial institutions

Financial assets at amortized cost

Total

25. Interest Expense

The detalls of this item are as follows:

Deposits at banks and financial institutions

Customers deposits
Current and call accounts
Saving accounts
Deposits Certificates
Time and notice deposits
Cash margins

Borrowed funds

Deposit Insurance Corporation fees

Total
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2016 2015
o D

169,200 237,327
16,850,016 13,491,076
674,350 742,719
2,648,537 3,687,536
4,143,741 4,497,370
14,595,566 16,245,865
7,105 3
1,818,932 1,802,486
5,000,356 4,127,964
3,375,982 2,538,700
940,762 1,073,007
528,632 520,606
20,826,375 23,650,009
71,579,594 72,654,665

2016 2015

JD o

1,263,846 4,871,289
881,790 686,904
1,282,207 1,227,327
204,215 s
25,517,527 25,527,097
1,682,549 1,736,248
106,427 71,934
2,048,813 1,661,456
32,987,374 35,782,252




26. N rmission Incom

The details of this item are as follows:

Direct credit facilities commissions

Indirect credit facilities commissians

Total

27. Foreign Exchan n

The detalls of this item are as follows:

Resulted from trading/transactions
Resulted from valuation

Margin trading accounts

Total

28. Gain from Financi & Valu

The details of this item are as follows:

Year 2016

Companies’ quoted shares in active markets

Year 2015

Companies' quoted shares in active markets

2016 2015
o h[»]
2,547,590 3,076,325
2,225,100 2,708,547
4,772,690 5,784,872
2016 2015
ils) b
1,244,505 2,269,927
349,484 228,836
36,070 61,980
1,630,059 2,560,743
Income S m
Realized Unrealized
Gain Gains Dividends Total
o D D D
247,492 358,045 49,755 655,292
Realized Unrealized
Gains (Losses) Dividends Total
b D D D
18,910 (309,788) 495,747 204,869

L
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The details of this item are as follows:

Safe box rent

Transfers income

Cheques income

Telecommunication income

Recovery of debts previously written-off *
Income from selling seized properties
Income from selling property and equipment
Gain from real estate

Income from account services

Income from reversal of miscellaneous provisions o

(Expenses) income from credit cards - net
Insurance income

Others
Total

2016 2015
o JD
40,316 40,756
358,455 391,879
392,832 462,002
80,544 96,140
2,033,578 15,844,983
41,958 79,398
- 18,849
18,136 21,183
511,591 679,116
324,876
(125,500) 98,604
66,675 116,116
355,119 343,660
3,773,704 18,517,562

* This item represents amounts recovered from written - off debts and suspended Interest taken

during the previous years off the statement of financial but recovered during the year ended

December 31, 2016 and 2015.

30. Employees Expenses

The details of this item are as follows:

Salarles, allowances and employees' benefits
Bank's contribution in soclal security

Bank's contribution in provident fund
Medical expenses

Staff training expenses

Per diems

Empioyees life insurance expense

Uniforms

Total

2016 2015
D 2l
12,436,375 11,331,383
1,230,721 1,081,714
19,485 19,648
615,872 579,230
272,444 185,437
194,599 185,745
26,620 33,522
17,832 23,887
14,813,948 13,440,566
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31, Other Expenses

The details of this item are as follows:

2016 2015
1D D
Rent 859,738 839,591
Stationery and publications 559,444 578,778
Water, electricity and telecommunication expenses 1,355,723 1,358,547
Legal and lawyer fees 281,644 246,463
Maintenance, repair and car expenses 1,127,608 1,206,938
Insurance expenses 236,197 228,587
Programs and computers maintenance 889,258 799,526
Board of Directors' transportation and attendance of meeting fees 722,311 587,161
Fees, licenses and taxes 652,609 736,616
Advertisements 1,220,099 1,097,620
Subscriptions 577,434 455,142
Professional and consultancy fees 299,069 323,689
Collection incentives 97,370 454,235
Donations and social responsibility 382,907 373,595
Cleaning and security services 353,632 285,995
Hospitality 136,304 117,511
Board of Directors’ remunerations 55,000 38,160
Capital increase expenses 63,241 16,081
Impairment loss on seized properties 41,009 233,015
Impairment loss on seized financial assets 1,548,445 132,065
Money shipping expenses 106,553 119,609
Others 537,405 467,851
Total 12,103,000 10,696,775
n r Sh for Banik' r
The details of this item are as follows: 2016 2015
JjD D
Income for the year attributable to the Banks' shareholders 9,325,406 15,756,877
Share Share
Weighted average number of shares * 112,875,000 112,875,000
JD / Share 1D / Share
Earnings per share for the Banks' shareholders - /082 - /139

The welghted-average number of shares for basic and diluted earnings per share for the year (attributable to the Bank's
shareholders) is calculated based on the number of authorized shares for the two years ended December 31, 2016 and
2015. The comparative figure was based on the average number of shares after the increase which was through stock
dividends /capitalization as per the requirements of IAS {33).

h and Cash valen December 31,
The detazils of this item are as fallows: 2016 2015
B s D

Balances at central banks due within three months 109,103,135 270,541,021
Add: Balances at banks and financial institutions due within three months 52,611,438 84,558,182
Less: Banks and financial institutions deposits due within three months (46,804,094) (188,351,417)
Restricted balances - Note (5) = (109,064)

Total 114,910,479 166,638,722
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34, Transactions with Related Parttes
The Bank entered into transactions with the members of the Board of Directors and related parties and companles represented by the
members of the Board of Directors and executive management within the normat banking practice and according to the normal interest
rates and trading commissions. Al of the credit facilities granted to related partias are consldered as performing facilities, and no

Impalrment provision has been taken as of the date of the financial statements.

Financlal statements include transactions and balances with related parties as follows:

Total
December 31,
Companles
Represented by Executive
BOD Members the BOD Managers Others 2016 2015
o o o o hiv] ]
- Statement of Financlal Position Items:
Deposits 38,262,460 1,532,735 383,839 1,793,529 41,972,563 32,801,614
Direct credit facilities 2,297,607 15,129,599 826,136 - 18,253,342 29,073,499
Cash margins 709 21,498 - 15,055 41,262 622,155
fi- Statement of Financial Pasitlon Items;
Letters of guarantee 585,391 - 74,550 659,941 697,281
Bills of collection 20,986 B 20,986 =
Total
2016 2015
come statement items: o D o o pl] o
Interest and commission income * 1,377,409 68,447 13,666 550 1,460,081 1,062,029
Interest and commisslon exgpense *» 50,835 1,069,353 37,599 7,838 1,165,625 1,265,706

Credit Interest rate ranges from 8% to 8/25% .

' Debit interest rate ranges from 1% to 4/5% .

ecutive Management Remunerations

ecutive management salaries and remunerations for the Bank amounted to JD 3,076,104 for the year 2016 (JD 2,300,015 for the year 2015),

_JB‘_



35. Fair Value of Financial Assets and Financial Liabilities not Shown at Fair Value
in the Financial Statements

There are no significant differences between the book value and the fair value of
the financial assets and liabilities as of year — end 2016 and 2015.

36. Risks Management

The Board of Directors performs its role in ensuring that the Bank manages the
various risks and adopts the policies and procedures that streamline the Bank's
risks management through the Risks and Audit Committee. Moreover, the Bank
sets the risks acceptable limits (risk appetite).

The Risks Management Department evaluates, controls, and recommends
mitigating risks, and submits the necessary reports to higher management
independently from the other Bank's departments (Risk takers) which perform
other banking activities in order to ensure the objectivity of the Risks
Management Department in analyzing the various risk types.

Furthermore, the Risks Management Department is responsible for the market
operating, credit, and liquidity risks (within the Assets and Liabilities Model) of
the Bank's local and external branches. It submits its reports to the Risks and
Audit Committee within the Board of Directors. These reports are audited by the
Internal Audit Department.

Credit risk refers to the risk that a counterparty will default on its credit terms
and/or its creditworthiness deteriorates resulting in financial loss to the Bank.

The Board of Directors periodically reviews the credit risk management policies
compatible with the laws and the Central Bank of Jordan instructions after being
prepared by the concerned departments. Moreover, the Board of Directors
ensures that management of the Bank works according to their policies and
executes the related requirements. These policies include the Bank's credit
policy through which many factors are determined such as:

- Setting clear requirements, policies, and decision-making procedures relating to
the new or to be renewed credit facilities or any material amendment thereon
within specified authorities that match the size and specifications of the credit
facilities. Among the factors taken into consideration when granting credit are
the purpose of the credit facilities and payment sources.

- Taking decisions within qualified management levels. Moreover, the Bank has
various credit committees at the executive management level and the Board of
Directors level. This is done away from the impact of conflict of interest and in
a manner that guarantees the soundness and independence of the evaluation
procedures of the customer requesting credit and the related compatibility with
the Bank's credit policy requirements.
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Laying out clear and effective policies and procedures for managing and
executing credit including continuous analysis of the ability and readiness of the
borrower to pay according to contractual terms, monitoring the credit
documentation and any credit terms and covenants, and continuously controlling
and evaluating guarantees.

Establishing adequate policies and procedures to ensure evaluation and
management of non-performing credit and its classification, as well as
evaluating the adequacy of the provisions monthly based on the instructions of
the Central Bank of Jordan and other regulatory authorities under which the
Bank operates. This is in addition to a clear policy for writing off debt.
Moreover, the Board of Directors approves the adequacy of these provisions.

Having an independent department that follows up on troubled debts through
amicable settlements prior to dealing with them legally.

Determining the type and size of the required guarantee based on the customer's
credit risk evaluation according to clear acceptance procedures and customers’
evaluation standards.

Periodically monitoring the fair value of the guarantees. In case their value
becomes less than what is specified in the loan terms, the customer is required to
provide more guarantees. Upon assessing the adequacy of the provisions, the
necessary evaluation of the guarantees is performed.

Disposing of any guarantee owned afier repayment of the customer's debts, In
general, seized real estates are not used for the Bank's operations.

Having an internal credit rating system for its customers documented and
approved by the Board of Directors. Any factor contributing to the customer's
default is considered in a manner that helps in measuring and rating the
customer's risks, and consequently, faciliting the decision-making process and
the pricing of credit facilities.

Having clear rating standards taking into consideration the various financial and
non-financial factors. The credit rating system is reviewed and evaluated
independently from the credit department through the Risks Management
Department in coordination with the concerned departments.

Having specified and documented controls and ceilings with clear policies and
procedures that guarantee commitment to these ceilings and the necessity to
obtain prior approvals for any excesses. These controls and ceilings are
reviewed and amended periodically, if necessary. Moreover, there are ceilings
specified and approved by the Board of Directors relating to dealing with
various banks, countries, and economic sectors.

Providing the Board of Directors with a clear picture and analysis of the credit
portfolio through the Risks Management Department that clarifies its quality
and its various classifications and any concentrations therein, in addition to
historical and banking benchmarks.

The Bank adheres to the instructions of the Central Bank of Jordan relating to
credit concentration and related parties. The Bank deals with them on an
aggregate basis and accords them special care, exercises control, and expresses
explicit and clear disclosure thereon when preparing the Bank' financial
statements, The required credit facilities are presented by the related parties to
the Board of Directors provided that the persons granted the credit facilities
have no influence over the Board of Directors and receive no preferential
treatment over the Bank's customers.
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Credit risk exposure (after the provision for impairment and interest in suspense and before guarantees

and other risks - mitigating factors)

On-Statement of Financial Position Items:

Balances at the central banks
Balances at banks and financial institutions
Deposits of banks and financial instructions
Direct Credit Facilities - Net:
Individuals
Real estate loans
Companies
Large companies
Small and medium Instituticns (SMEs)
Government and public sector
Financial assets at amortized cost - Net
Other assets

Total

Jif-Statement of Financial Position Items:

.etters of guarantee

£etters of credit

etters of acceptance

Inutilized credit facilities ceilings
Total

Total

- 4] -

December 31,
2016 2015
D D
90,431,142 252,206,731
52,611,438 84,558,182
- 7,090,000

153,833,236

148,725,571

65,110,123 57,491,705
272,587,099 261,526,765
85,349,655 74,543,432
57,125,701 57,001,463
330,870,200 393,040,896
9,034,802 10,552,035

1,116,953,396

1,346,736,780

120,673,138 128,571,523
32,824,094 47,925,137
14,669,689 4,891,661
86,272,632 77,206,480

254,439,553 258,594,801
1,371,392,949 1,605,331,581
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The following are detalls of the distribution of the falr value of collaterals against direct credit facilities:

Companles
Government
and Public
December 31, 2016 Individuals Real Estate Loans Large Small and Medium Sector Total
pls] iD ps] D JD Jo
Guarantees against:
Low risk 4,221,618 160,493 3,282,080 2,254,947 47,043,055 56,962,193
Acceptable risk 17,906,233 43,999,933 112,908,858 51,271,570 10,082,646 236,169,240
Watch st 1,942,024 2,522,776 15,726,733 3,068,758 23,260,291
Non-performing:
Substandard 418,501 108,477 + 67,984 594,962
Doubtful 539,547 180,374 7,187,560 259,572 8,166,993
Bad debt 1,385,789 1,839,779 9,274,849 3,613,713 16,114,130
Total 26,413‘712 48‘8115832 148‘380|020 60I536I5“ 5751255701 341i267|809
Hit:
‘ash margins 5,509,418 5,489,258 21,584,966 13,329,438 45,913,080
teal estate 9,648,075 43,135,243 102,940,989 41,009,162 . 195,733,469
‘rade stocks 46,644 4,982 19,709,501 812,381 20,573,508
‘shicles and equipment 11,209,575 182,349 4,144,564 5,385,563 - 20,922,051
ither = = =] 2 57,125,701 57,125.7031
Total 26,41.'2& 4&,8:% 148,380& 650,536,544 57.125‘701 341,267,809
Companies
Government
and Public
December 31, 2015 Individuals Real Estate Loans Large Small and Medium_ Sector Total
j[a] D iy} JD o plo]
uvarantees against:
w risk 4,372,204 1,124,899 3,739,322 3,683,277 55,001,463 67,921,165
zceptable risk 13,035,162 41,061,357 113,303,491 43,024,908 210,424,918
atch list 993,817 519,724 24,812,709 1,872,265 % 28,198,515
wn-performing:
Substandard 297,662 440,100 o 438,526 1,176,288
Doubtful 817,149 416,220 15,516,375 562,540 17,312,284
Bad debt 1,091,444 1,071,910 9,574,015 3,104,040 - 14,841,409
Total 20,607|438 44‘634i210 166|945|912 SZ|635l556 55|001‘463 339‘874i579
It:
‘5h margins 4,802,164 3,600,595 22,902,926 10,965,474 42,271,159
al estate 10,555,672 40,807,548 117,748,505 34,768,988 203,880,713
ade stocks 53,999 74,967 21,027,926 884,481 22,041,373
hicles and equipment 5,195,603 151,100 5,266,555 6,066,613 = 16,679,871
her - - 55,001,463 55,001,463
Total 20,607,438 44,634,210 166,945,912 52,685,556 35,001,463 339,874,579
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Scheduled Debts:

Scheduled debts are debts previously classified as non-performing credit facilities
taken out from the framework of non-performing credit facilities according to
proper scheduling treatment and classified under watch list debts. Furthermore,
scheduled debts amounted to JD 14,839,662 as of December 31, 2016 (JD
4,884,539 as of December 31, 2015).

Restructured Debts

Restructuring debts means reorganizing credit facilities in terms of adjusting
payments, extending their terms, postponing some instaliments, or extending the
grace period. Restructured debts amounted to JD 1,730,614 as of December 31,
2016 (JD 16,244,004 as of December 31, 2015).

Bonds, Bills and Tr ury Bill
The following table illustrates the classification of bonds, bills, and debentures
according to the external rating institutions:

December 31

Rating grade 2016 2015
D D
Unclassified 5,697,900 5,980,996
Governmental and guaranteed by government 325,172,300 387,059,900
Total 330,870,200 393,040,896

* Al bonds, bills and treasury bills are included in the portfolio of financial
assets at amortized cost.
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36/a- Market Risks

Market risks are the potential losses that may arise from the changes in market
prices such as the change in interest rates, forelgn currency exchange rates,
equity instrument prices, and consequently, the change In the fair value of the
cash flows of the on-and off - statement of financial position financial
instruments.

The Bank has specified policies and procedures through which market risks are
identified, measured, monitored, and controlled. These policies and procedures
are reviewed periodically.

Market risks can be measured and controlied by using several methods such as:
sensitivity analysis, VAR (Value at Risk), Stress Testing and Stop Loss Limits.

The acceptable risks policy is set within the Treasury operations and includes
ceilings that govern market risks. These ceilings are adopted and their application
Is ensured periodically and constantly through monitoring their implementation by
the risks management Department and submitting various periodic reports to the
Assets and Liabilities Committee as well as to the Board of Directors.

The Bank has shares and bonds’ investment portfolio for trading purposes
(Financial assets designated at fair value through profit or loss) and adopts the
sensitivity analysis method thereon whereby present risks are measured
according to the Standardized Approach for caiculating minimum capital based on
Basel Committee recommendations.

Interest Rate Rigk:

Interest rate risk results from the potential change in interest rates, and
consequently, the potential impact on the cash flows or the fair value of financial
instruments.

The Bank is exposed to interest rate risks as a result of the timing gaps of
repricing assets and liabilities. These gaps are periodically monitored by the
Assets and Liabilittes Committee. Moreover, various hedging methods are used to
remain within the acceptable interest rate gap limits.
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- Sensitivity Analysis:

For the Year 2016

Change - Interest Income
increase in Sensitivity Owners' Equity
Currency Interest Rate (Gain / Loss) Sensitivity
% D D
US Dollar 1 5,100 3
Euro 1 2,395 -
GBP i (864) -
ILS 1 1,421 -
Other currencies 1 (891) -
Change - Interest Income
(decrease) in Sensitivity Owners' Equity
Currency Interest Rate {Gain / Loss) Sensitivity
% D ID
US Dollar 1 (5,100) -
Euro 1 (2,395) -
GBP 1 864 -
LS 1 (1,421) -
Other currencies 1 891 -
For the Year 2015
Change - Interest Income
increase in Sensitivity Owners' Equity
Currency Interest Rate {Gain / Loss) Sensitivity
% D D
Us Dollar 1 50,390 -
Euro 1 4,423 -
GBP 1 416 -
ILS 1 1,224 -
Other currencies i (1,765) -
Change - Interest Income
(decrease) in Sensitivity Owners' Equity
Currency Interest Rate (Gain / Loss) Sensitivity
% D b
Us Dollar 1 (50,390) -
Euro 1 (4,423) =
GBP 1 (416) -
ILs 1 (1,224) -
Other currencies 1 1,765 -
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36/b-Forelan Currenci sk :

The following table illustrates the currencies to which the Bank is exposed, the
potential and reasonable change in thelr rates against the Jordanian Dinar, and
related impact on the Statement of Income. The currencies positions are
monitored daily to ensure that they are within the determined limits. Moreover,
the related reports are submitted to the Assets and Liabilities Committee and
Board of Directors,

For the Year 2016

Change in Foreign Effect on Effect on Owners’
Currency Currency Rate Profit or Loss Equity
% D JD
usD 5 25,500 -
Euro 5 11,973 =
GBP 5 (4,320) -
ILS 5 7,103 -
Other currencies 5 (4,454) -
For the Year 2015
Change in Foreign Effect on Effect on Owners'
Currency Currency Rate Profit or Loss Equity
% D D
uUso 5 251,951 -
Euro 5 22,117 -
GBP 5 2,080 -
ILS 5 6,118 -
Other currencies 5 (8,828) -

- Risks of Changes in Shares Prices :
This represents the risk resulting from the decline in the fair value of the

investment portfolio of the shares due to the changes in the value of the
shares indicators and the change in the value of shares individually.

For the Year 2016

Change in Effect on Effect on
Indicator of Indicator Profit or Loss Owners' Equity
% D D
Amman and Palestine 5
Stock Exchange 96,423 420,519
Amman and Palestine (5)
Stock Exchange (96,423) (420,519)
For the Year 2015
Change in Effect on Effect on
Indicator of Indicator Profit or Loss Owners' Equity
% D D
Amman and Palestine 5
Stock Exchange 155,758 524,135
Amman and Palestine (5)
Stock Exchange (155,758) (524,135)
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Assets;
Cash and balances at the central banks
Balances at banks and financhal instiiutions

Direct credit facilities - net

Financial assets at fair value through statement of income

Financial assets at fair value through statement
of other comprahensive Income

Financiyl sssets at amortized cost
Other assets

Total Assets

Liabliities;
Banks and financiat Institutions deposits
Customers' deposits
Cash margins
Other labilltes
Sharehoider equity
Total Liabliities
et Concentration on - Statement of Financlal
Pasltion for the Current Year
Off- Statement of Financlal Position Contingent;

Liabifities for the Current Year

December 31, 2015
Assets;
Cash and balances at the central banks
Balances at banks and financial Institutions

Direct credit faciitles - net

Financial assets at falr valve through statement af Income

Financial assets at fair value through statement
of other comprehensive Income

Financial assets at amortized cost
Other assets
Total Assets

Liabliides;
Banks and financial Institutions deposits
Customers' deposits
Cash margins
Qther llabllities
Total Liabllitles
Met Concentmation on - Statement of Finangial
Position for the Current Year
Off- Statement of Financial Position Contingent

Liabllities for the Current Year

US Dollar Eurg Sterling Pound Shekel Gthers Total
] hlo} po o o 10
13,663,647 1,426,564 226,415 8,175,871 85,513 23,599,010
14,447,757 16,496,458 830,759 4,835,845 4,500,202 41,111,031
45,337,700 4,304,843 10 20,070,690 10 £9,713,253
65,795 - - - o 65,795
944,069 - - - - 944,069
17,799,126 - - - - 17,799,126
3,025,146 {31,717) 9.411 2,405,257 (88.198) 5,;19,8&
95,303,240 22,196,158 1,066,595 35,488,663 4,497,527 1 52,183
3,811,654 232,581 70,505 9,424,003 1,128,799 14,667,542
85,461,722 20,441,922 1,389,405 23,962,955 3,073,554 134,329,559
5,040,318 1,273,690 (321,981) - 1,181,622 283,521 7,587,170
983,883 8,505 15,060 778,020 727 1,786,195
(504,331} : : - . 504,331
94,793,246 21,956,698 1,152,990 35,345,600 4,586,601 157,836,135
509,994 239,461 {86,395} 142,063 {89.074) 716,049
25,976,485 3,219,351 - 518,425 565,407 31,379,668
12,842,160 1,001,036 128,212 7,565,178 400,748 21,937,334
43,721,569 18,073,515 1,997,837 2,504,541 5,729,227 72,026,689
42,794,642 111,704 - 18,642,193 809,254 62,357,793
343,156 = - - - 343,156
1,563,693 - - - - 1,563,693
8,862,500 N s - - 8,862,500
2,483,212 396 88 1,180,190 311 3,664,197
112,610,932 19,186 651 2,126,137 29,892,102 5,939,540 170,755,362
14,342,222 286,954 3,247 6,085,556 €51,873 21,379,952
83,352,675 17,044,599 1,215,888 21,526,993 6,339,863 129,490,018
8,834,103 16,843 847,369 1,153,191 214,336 11,065,842

1,032,922 1,395,925 18,030 1,003,998 {100,150) 3,350,725

107571922

18,744 321 2,084,534 29,769,738 7,116,022 165,286,537

5,039,010 442,330 41,603 122,364 (176,482} 5,468,825
31,690,543 2,115,356 5,364 607,277 5,887,477 49,306,017

.5‘.
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Second: Off - statement of financial position items:

From One Year

December 31, 2016  Up to One Year to 5 Years Total
D D D

Guarantees 123,673,138 - 120,673,138
Letters of credit and

acceptances 47,493,783 - 47,493,783
Operating lease

contract liabilities 848,652 - 848,652
Unutilized credit

facilities ceilings 86,272,631 - 86,272,631

Total 255,288,204 - 255,288,204

December 31, 2015

Up to One Year

From One Year
to 5 Years

Total

a.

Guarantees

Letters of credit and
acceptances

Operating lease
contract liabilities

Unutilized credit
facilities ceilings
Total

7. Informati

D

128,571,523

D

D

128,571,523

52,816,798 S 52,816,798
712,674 = 712,674
77,206,480 - 77,206,480
259,307,475 = 259,307,475

on the Bank’

Business Segment
Information on the key business segments:

The Bank is organized, for managerial purposes, into four major sectors,
which are measured according to reports used by the general manager and

key decision makers at the Bank, through the following major sectors:

Individua! accounts: includes following up on individual customers deposits,
and granting them credit, credit cards and other services.

Corporate accounts: includes following up on deposits, credit facilities, and
other banking services related to corporate customers.

Treasury: includes providing dealing services and managing the Bank’s

funds.

Others: includes the activities which do not meet the definition of the Bank’s
business segments mentioned above.

o e
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38 - Capital Management

a.

Description of Capital:

Capital Is categorized into various categories, such as paid-up capital,
economic capital, and regulatory capital. Moreover, regulatory capital is
defined, according to the Banks Law, as the total value of the items
determined by the Central Bank for control purposes to meet the
requirements of the capital adequacy ratio prescribed in the Central Bank of
Jordan instructions.

Furthermore, regulatory capital consists of two parts: (1) Primary Capital
(Tier 1)} made up of paid-up capital, declared reserves (including statutory
reserve, voluntary reserve, share premium, and treasury share premium),
and retained earnings after excluding restricted amounts and non-controlling
interests net of loss for the period (if any), costs of the acquisition of
treasury shares, deferred provisions approved by the Central Bank,
restructuring balance and goodwill Support capital; and

(2), additional pald-in capitai(Tier 2) which consists of foreign currencies
translation differences, general banking risks reserve, instruments with debt-
equity shared characteristics, support debts and 45% of the financial assets
valuation reserve, if positive, and is deducted in fuli, if negative.

A third part of capital (Tier 3) might be formed in case the capital adequacy
ratio goes below 12% due to factoring capital adequacy ratio into market
risks.

Investments in the capitals of banks, insurance and other financial
Institutions are deducted.

The requirements of the regulatory parties concerning capital and the
manner in which they are met.

Instructions of the Central Bank require that paid-up capital not to be less
than JD 100 million and shareholders’ equity-to-assets ratic not to be less
than 6%. Moreover, the Central Bank instructions require that the ratio of
regulatory capital to assets weighted by risks and market risks (capital
adequacy ratio) be not less than 12% which the Bank considers to meet,
Furthermore, the Bank increased its issued and paid-up capital during the
year 2016 to become JD/share 112,875,000 as of December 31, 2016,
whereby the capital increase procedures were completed on May 22, 2016.

The Bank complies with Article (62) of the Banks Law, which requires the
Bank to appropriate 10% of its annual net profits in the Kingdom and
continue to do so until the reserve equals the Bank's paid-up capital. This
meets the requirements of the statutory reserve prescribed by the
Companies Law.

- B§ -



The Bank complies with Article (41) of the Banks Law, which requires
adherence to the limits set by the Central Bank of Jordan relating to:

1. The percentage of risks relating to its assets and assets weighted by
risks, elements of capital, reserves, and contra accounts.

2. Ratio of total loans to regulatory capital the Bank is allowed to grant to
one person, his allies, or to related stakeholders,

1.  Ratio of total loans granted to the major ten customers of the Bank to
total loans extended by the Bank.

Method of Achieving Capital Management Goals.

The Bank considers the compatibility of the size of its capital with the size,
nature, and complexity of the risk the Bank is exposed to in a manner that
does not contradict the prevailing regulations and instructions. This Is
reflected in its strategic plans and annual budgets.

When entering into investments, the impact on capital adequacy ratio is
considered. Moreover, capital and its adequacy are monitored periodically as
capital adequacy ratio is monitored at the Group level and the individual
Bank every quarter. Furthermore, capital adequacy is reviewed by internal
audit, and capital ratios are monitored monthly. Such ratios are financial
leverage, shareholders’ equity to assets, shareholders' equity to customers'
deposits, internal growth of capital, provisions, and free capital. This should
achieve the appropriate financial leverage, and consequently, the targeted
return on shareholders' equity not less than 10% as prescribed by the Bank's
strategy.

No dividends are paid to shareholders out of the regulatory capital if such
payment leads to non-adherence to the minimum capital requirement. The
Bank concentrates on the internal growth of capital and can resort to public
subscriptions to meet expansionary needs and future plans, or the
requirements of the regulatory bodies according to specified studies.
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Capitat Adequacy

Capital adequacy ratio is calculated according to the Central Bank of Jordan
instructions based on Basel Committee resolutions. The foliowing is the
percentage of capital adequacy for the year 2016 in accordance with Basel III:

December 31,

2016
h[»]
Core capital items:
Authorized and paid-up capital 112,875,000
Retained earnings 13,408,899

Other comprehensive income items

Fair value reserve - net

(1,852,705)

Statutory reserve 13,448,365
Cyclicality reserve 1,705,716
Total Core Capital before Regulatory Amendments 139,585,275
Less:
Intangible assets — net (1,474,631)
Deferred tax assets (3,325,672)
Total Regulatory Amendments (4,800,303)
Total Core Capital 134,784,972
Authorized and paid-up capital items:
General banking risks reserve 6,229,516
Total supplementary capital 141,014,488

Assets Weighted By Risks
Credit risk

816,019,579

Market risk 4,659,347
Operation risk 99,086,633
Total Assets Weighted by Risks 919,765,559
Ratio of regulatory capital - (Note 47) 15.33%
14.65%

Core capital ratio -~ (Note 47)
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Capital Adeguacy

Capital adequacy ratio is calculated according to the Central Bank of Jordan
instructions based on Basel Committee resolutions. The following is the
percentage of capital adequacy for the year 2015 in accordance with Basel II:

December 31,

2015
D

Core capital items:
Authorized and paid-up capital 105,000,000
Statutory reserve 12,245,038
Cyclicality Reserve 1,472,315
Retained earnings 11,056,864
Less:
Investments in banks capital and other financial institutions (449,295)
Intangible assets - net (1,033,856)
Seized shares against debts (1,438,167)

Total Core Capital 126,852,899
Authorized and paid-u ital items:
Financial assets valuation reserve (3,524,034)
General banking risks reserve 6,086,288
Investments in banks capital and other financial institutions (2,562,254)
Total supplementary capital -

Total Core and Regulatory Capital 126,852,899

Total Regulatory Capital 126,852,899

Total assets weighted by risks

Ratio of regulatory capital
Core capital ratio

..53-

892,594,542

14.21%

14.21%




33, Accounts Mapaged on Behalf of Custemers

There are no investment portfolios managed by the Bank on behaif of customers.

40, Analysls of Maturities Assets and Liabllities

The following table Hlustrates the analysls of assets and llabilities according to the expected perlod of thelr

recoverability or settiement:

Up to Mare than
December 31, 2016 One Year One Year Total
is] o o

ASSETS
Cash and balances st central banks 109,103,135 - 109,103,135
Balances st banks and financial Institutions 52,611,438 - 52,611,438
Birect credit fadilitles -pet 234,790,682 399,215,132 634,005,814
Financial assets at falr value through statement of Income 1,928,452 - 1,928,452
Flnancial assets at fair value through statement of comprehensive income 2,606,972 5,578,978 8,185,950
Financlal assets at amortized cost-nat 3,000,000 327,870,200 330,870,200
Property and equipment - net - 28,087,262 28,087,262
Intangible assets - pet - 1,474,632 1,474,632
Deferred tax 2,992,865 332,607 3,325,672
Other assets 95,707,805 - 95,707,805

TOTAL ASSETS 502,741,349 762,559,011 1,265,300, 360
LIABILITIES
Banks and financial institutions deposits 51,804,094 - 51,804,094
Customers deposits 842,707,245 114,629,679 957,337,624
Cash margins 37,647,678 32,283,765 69,931,443
Borrowed funds 12,787,691 12,787,691
Proviston for income tax 3,792,448 - 3,792,448
Other provisions 101,419 675,888 277,307
Other liabilities 23,054,962 - 23,054,962

TOTAL LIABILITIES 959,108,546 160,377,023 1,119,485,569

NET ASSETS (456|367|197I EDZ'IBIiQBE 145|814|791

Upte More than
December 31, 2015 One Year One Year Total
1D D 1D

ASSETS
Cash and balances at central banks 255,992,257 13,548,764 270,541,021
Balances at banks and financlal Institutions 84,558,182 - 84,558,182
Deposits of bank and financlal institutions 7,090,000 . 7,050,000
Direct credit facilities -net 233,847,598 375,441,328 599,288,936
Financial assets at falr value through statement of Income 3,115,160 - 3,115,160
Financial assets at falr value through statement of comprehensive income 9,721,806 . 9,721,806
Financlal assets at amortized cost-net 85,584,924 307,455,972 293,040,896
Property and equipment - net - 27,855,242 27,855,243
Intangible assets - net - 1,033,856 1,033,856
Deferrad tax assets 4,579,835 - 4,579,835
CQther assets 86,738,231 H 86,738,231

TOTAL ASSETS 752|227|993 725|335|173 1‘487‘563|166
LIABILITIES
Banks and financdal institutions deposits 188,351,417 5,000,000 193,351,417
Customers deposits 935,573,111 105,898,102 1,041,471,213
Cash margins 39,371,433 33,636,696 73,008,129
Borrowed funds - 5,912,828 6,912,838
Provision for income tax 8,368,127 - 8,368,127
Other provisions 605,351 - 605,351
Deferred tax assets - 471,095 471,099
Other liabllities 25,393,560 - 25,393,560

TOTAL LIABILITIES 1,197,662,939 151,918,735 1,349,581,734

NET ASSETS !435|4]5|005! 573|416|438 137|981l432
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42. Commitments and Contingent Liabilities (Off - Statement of Financial Position)

a. Credit commitments and contingencies:

Letters of credit

Letters of acceptances

Letters of guarantee :
Payments
Performance bonds
Others

Unutilized credit facllities ceilings
Total

December 31,

2016 2015
D D
32,824,094 47,925,137
14,669,689 4,891,661
27,840,449 27,959,034
45,151,925 44,825,782
47,680,764 55,786,707
86,272,631 77,206,480
254,439,552 258,594,801

b. Operating leases amounted to JD 848,652 as of December 31, 2016 (1D 712,674

as of December 31, 2015).

43. Lawsuits against the Bank

The Bank is a defendant in lawsuits amounting to JD 7,204,006 as of December

31, 2016 (1D 2,031,735 as of December 31, 2015). In the opinion of the Bank's

management and the Bank's legal advisor, no liabilities shall arise against the Bank

exceeding the existing booked provision of JD 48,787 as of December 31, 2016

(ID29,267 as of December 31, 2015).
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46. A

tion New and Revi International Financial in

Standar IFR

46. a. New and revi IFRS lied with no material eff n_th
financial statements:
The following new and revised IFRSs, which became effective for annual
periods beginning on or after January 1, 2016, have been adopted in these
financial statements. The application of these revised IFRSs has not had any
material impact on the amounts reported for the current and prior years but
may affect the accounting for future transactions or arrangements,

IFRS 14 Regulatory Deferral Accounts.

Amendments to IAS 1 Presentation of Financial Statements relating to
Disclosure initiative.

Amendments to IFRS 11 Joint arrangements relating to accounting for
acquisitions of interests in joint operations.

Amendments to IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets relating to clarification of acceptable methods of
depreciation and amortisation.

Amendments to IAS 16 Property, Plant and Equipment and IAS 41
Agriculture: Bearer Plants.

Amendments to IAS 27 Separate Financial Statements relating to
accounting investments in subsidiaries, joint ventures and associates to
be optionally accounted for using the equity method in separate financial
statements.

Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12
Disclosure of Interests in Other Entities and IAS 28 Investment in
Associates and Joint Ventures reiating to applying the consolidation
exception for investment entities,

Annual Improvements to IFRSs 2012 - 2014 Cycle covering amendments
to IFRS 5, IFRS 7, IAS 19 and IAS 34,

46. b. New and revised IFRSs in issue but not ffective and n rl

The Company has not yet applied the following new and revised IFRSs that
have been issued but are not yet effective:

Annual
- 2016
IAS 28.

Effective for annual periods

New and revised IFRSs beginning on or after
Improvements to IFRS Standards 2014 The amendments to IFRS 1 and
Cycle amending IFRS 1, IFRS 12 and IAS 28 are effective for annual

periods beginning on or after

January 1, 2018 and

amendment to IFRS 12 for
annual periods beginning on or

after January 1, 2017,
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Amendments to IAS 12 Income Taxes relating to the
recognition of deferred tax assets for unrealized losses.

Amendments to IAS 7 Statement of Cash Flows to
provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising
from financing activities.

IFRIC 22 Foreign Currency Transactions and Advance
Consideration

The interpretation addresses foreign currency
transactions or parts of transactions where:

+ there is consideration that is denominated or
priced in a foreign currency;

e the entity recognises a prepayment asset or a
deferred income liability in respect of that
consideration, in advance of the recognition of the
related asset, expense or income; and

+ the prepayment asset or deferred income liability
is non-monetary.

Amendments to IFRS 2 Share Based Payment
regarding classification and measurement of share
based payment transactions

Amendments to IFRS 4 Insurance Contracts: Relating
to the different effective dates of IFRS 9 and the
forthcoming new insurance contracts standard.

-Amendments to IAS 40 Investment Property: Amends
paragraph 57 to state that an entity shall transfer a
property to, or from, investment property when, and
only when, there is evidence of a change in use. A
change of use occurs if property meets, or ceases to
meet, the definition of investment property. A change
in management’s intentions for the use of a property
by itself does not constitute evidence of a change in
use. The paragraph has been amended to state that
the list of examples therein is non-exhaustive.

Amendments to IFRS 7 Financial Instruments:
Disclosures relating to disclosures about the initial
application of IFRS 9

IFRS 7 Financial Instruments: Disclosures relating to
the additional hedge accounting disclosures (and
consequential amendments) resulting from the
introduction of the hedge accounting chapter in IFRS 9
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IFRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognise,
measure, present and disclose leases. The standard
provides a single lessee accounting model, requiring
lessees to recognise assets and liablilities for all leases
unless the lease term is 12 months or less or the
underlying asset has a low value. Lessors continue to
classify leases as operating or finance, with IFRS 16's
approach to lessor accounting substantially unchanged
from its predecessor, IAS 17.

Amendments to IFRS 10 Consolidated Financial
Statements and IAS 28 Investments in Associates and
Joint Ventures (2011) relating to the treatment of the
sale or contribution of assets from and investor to its
associate or joint venture,

IFRS 9 Financial Instruments (revised versions in 2009,
2010, 2013 and 2014)

IFRS 9 issued in November 2009 introduced new
requirements for the classification and measurement of
financial assets. IFRS 9 was subsequently amended in
October 2010 to include requirements for the
classification and measurement of financia! liabilities and
for derecognition, and in November 2013 to include the
new requirements for general hedge accounting. Another
revised version of IFRS 9 was issued in July 2014 mainly
to include a) impairment requirements for financial
assets and b) limited amendments to the classification
and measurement requirements by introducing a ‘fair
value through other comprehensive income’ (FVTOCI)
measurement category for certain simple debt
instruments.

A finalised version of IFRS 9 which contains accounting
requirements for financial instruments, replacing IAS 39
Financial Instruments: Recognition and Measurement.
The standard contains requirements in the following
areas:

e

January 1, 2019

Effective date deferred
indefinitely

January 1, 2018



+ Classification and measurement: Financial assets are classified
by reference to the business model within which they are held and
their contractual cash flow characteristics. The 2014 version of IFRS
9 introduces a ‘fair value through other comprehensive income’
category for certain debt instruments. Financial liabilities are
classified in a similar manner to under IAS 39. However, there are
differences in the requirements appiying to the measurement of an
entity's own credit risk.

» Impairment: The 2014 version of IFRS 9 introduces an 'expected
credit loss' model for the measurement of the impairment of
financial assets, so it is no longer necessary for a credit event to
have occurred before a credit loss Is recognised

» Hedge accounting: Introduces a new hedge accounting model that
is designed to be more closely aligned with how entities undertake
risk management activities when hedging financial and non-financial
risk exposures.

+ Derecognition: The requirements for the derecognition of financial
assets and liabilities are carried forward from IAS 39,

Amendments to IFRS 15 Revenue from Contracts with Customers to
clarify three aspects of the standard (identifying performance obligations,
principal versus agent considerations, and licensing) and to provide some
transition relief for modified contracts and completed contracts.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single
comprehensive model for entities to use in accounting for revenue arising
from contracts with customers. IFRS 1S will supersede the current
revenue recognition guidance including IAS 18 Revenue, IAS 11
Construction Contracts and the related interpretations when it becomes
effective.

The core principle of IFRS 15 is that an entity should recognize revenue

to depict the transfer of promised goods or services to customers in an

amount that reflects the consideration to which the entity expects to be

entitied in exchange for those goods or services. Specifically, the

standard introduces a 5-step approach to revenue recognition:

+ Step 1: Identify the contract(s) with a customer.

+ Step 2: Identify the performance obligations in the contract.

» Step 3: Determine the transaction price.

+ Step 4: Allocate the transaction price to the performance obligations
In the contract.

« Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation.

Under IFRS 15, an entity recognises when (or as) a performance
obligation is satisfied, i.e. when ‘control’ of the goods or services
underlying the particular performance obligation Iis transferred to the
customer. Far more prescriptive guidance has been added in IFRS 15 to
deal with specific scenarios. Furthermore, extensive disclosures are
required by IFRS 15.
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Management anticipates that these new standards, interpretations and
amendments will be adopted in the Bank’s financial statements as and when
they are applicable and adoption of these new standards, interpretations and
amendments, except for IFRS 9, IFRS 15 and IFRS 16 , may have no material
impact on the financial statements of the Bank in the period of initial
application.

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the
Bank's financial statements for the annual period beginning after 1 January
2018 and that IFRS 16 will be adopted in the Bank's financial statements for
the annual period beginning after 1 January 20189,

The application of IFRS 15 and IFRS 9 may have significant impact on
amounts reported and disclosures made in the Bank's financial statements in
respect of revenue from contracts with customers and the Bank’s financial
assets and financial liabilities and the application of IFRS 16 may have
significant impact on amounts reported and disclosures made in the Bank’s
financial statements in respect of its leases.

47. Subsequent Events
The Board of Directors recommended in their meeting number 1/2017 held

on January 26, 2017 to the General Assembly of Shareholders to approve
cash distribution of 5% of paid-up capital of JD/share 112,875,000, i.e. JD
5,643,750 from retained earnings to the shareholders. This distribution is
subject to the Central Bank of Jordan's approval. However, Central Bank of
Jordan did not approve cash distribution, therefore, the Board of Directors in
their meeting number 4/2017 held on March 30, 2017, recommended to the
General Assembly of Shareholders to distribute share dividends at 6.312%,
bringing the Bank's capital to JD 120 million. Moreover, the Central Bank of
Jordan's approval on such dividends was obtained on April 3, 2017.
Accordingly, the disclosures relating to proposed dividends, and capital
adequacy calculation for the year 2016 were amended - Note (38).
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