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ARAE BANKING CORPORATION {JORDAN)

INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(REVIEWED NOT AUDITED)

30 JUNE 2017
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REVIEW REPORT OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS TO THE BOARD
OF DIRECTORS OF

ARAB BANKING CORPORATION (JORDAN)

AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
ARAB BANKING CORPORATION (JORDAN) (a public shareholding company) and its subsidiary (“the
Group”) as of 30 June 2017, comprising of the interim consolidated statement of financial position
as of 30 June 2017, the related interim consolidated income statement, interim consolidated
statement of comprehensive income, interim consolidated statement of changes in equity and
interim consolidated stalement of cash flows for the six-months period then ended and
explanatory notes. The Board of Directors is responsible for the preparation and presentation of
these interim condensed consolidated financial statements in accordance with International
Accounting Standard 34 Interim Financial Reporting (“IAS 34"). Our responsibility is to express a
conclusion on these interim condensed consolidated financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financlal Information Performed by the Independent Auditor of the
Entity". A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Audiling and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come fo our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in all
material respects, in accordance with International Accounting Standard 34.
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Other Matters

The consolidated financial statements for the year ended 31 December 2016 and the interim
condensed consolidated financial statements for the period ended 30 June 2016 were audited
and reviewed respectively by Ernst & Young - Jordan as the sole auditor of the Bank for the year
2016. Unqualified opinion and unqualified conclusion were issued on these financial statements
on 27 February 2017 and 26 July 2018 respectively. Ernst & Young - Jordan and Deloitte &
Touche (Middle East) — Jordan were appointed as joint auditors of the Bank for the year 2017 in
accordance with Central Bank of Jordan regulations for corporate govarnance.

Explanatory Paragraph

The accompanying interim condensed consolidated financial statements are a translation of the
original interim condensed consolidated financial statements in the Arabic language to which

reference should be made.

Amman - Jordan
30 July 2017 : _‘,M

Ernst & Young - Jordan Deloitte & Touche {Middle East) - Jordan




ARAB BANKING CORPORATION {JORDAN)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As AT 30 JunE 2017
(In Jordanian Dinars)

30 June 31 December
Notes 2017 2016
JD JD
{Reviewed not (Audited)
audited)

ASSETS
Cash and balances with central banks 5 55,567,906 114,640,271
Balances at banks and financial institutions 6 79,132,249 68,264,913
Deposits at banks and financial institutions 7 14,180,000 28,360,000
Financial assets at fair value through profit or

loss 8 678,757 740,488
Direct credit facilities - net 9 581,573,577 551,644,469
Financial assets at amortized cost 10 320,174,677 294,214,804
Property and equipment 11,862,443 11,281,362
Intangible assels 385,481 635,153
Deferred {ax asseis 490,682 1,012,682
Other assets 11 27,550,001 42,728,185
Total Assets 1,091,595,773 1,113,522,127
LIABILITIES AND EQUITY
Liabilities
Banks and financial institutions’ deposits 215,763,656 195,866,799
Customers' deposils 12 604,277,925 636,256,465
Margin accounts 47,886,490 49,401,808
Loans and borrowings 13 47,758,879 47,885,178
Sundry provisions 1,276,136 1,658,696
Income tax provision 14 3,630,670 5,176,763
Deferred tax liabilities 1,139 9,050
Other liabilities 15 17,455,713 20,159,787
Total Liabilities 938,050,608 956,414,546
Equity
Paid in capital 26 110,000,000 110,000,000
Share premium 66,943 66,943
Statutory reserve 27 24,249,030 24,249,030
Voluntary reserve 197,281 197,281
General banking risk reserve 5,884,213 5,684,213
Fair value reserve (119,005) (153,878)
Profit for the period 6,302,711 -
Retained earnings 28 6,963,992 17,163,992
Total Equity 153,545,165 157,107,581

Total Liabilities and Equity

1,091,595,773

1,113,622,127

The accompanying notes from 1 to 29 are an integral part of these interim condensed
consolidated financial statements



ARAB BANKING CORPORATION (JORDAN)

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE THREE MONTHS AND S1X MONTHS PERIOD ENDED 30 JUNE 2017 (REVIEWED NOT AUDITED}

(In Jordanian Dinars})

Interast income

Inierost expense

Net interest Income

Nel commission [ncome

Net Interest and commission income

Gain from foreign currencies

Nates

{L.oss) gain on saile of financiz) assels at fair vatue through profit

or loss

18

Gain from financlal assels at amortizad cost

Other income

Gross Incoma

Employees expenses

Depraciation and amortization

Other expenses

Impatment loss on direct credit facilities
Provision for selzad assels
Reversal of olher provisions

Total expenses

Profit befora tax

Income tax expanses
Profit for the perlod

14

Basic and Diluted Earnings Per Shara for the Period 19

For the three months ended 30 For the six months ended 30
June June
2017 2018 2017 2016
JO JD JD JD
14,760,881 14,248,950 29,137,568 28,580,441
(5,991.849) {4,540,476} (11,548,437) (9,155,146)
8,769,132 9,689,472 17,501,131 18,425,205
772,871 891,241 1,76547M1 1,815,588
9,541,802 10,580,713 18,356,802 21,240,883
228,548 225,888 455,079 475,381
{87,467) 9,860 (83,317) 83,294
1,950 1,850 1,950 51,432
991 170 976,538 2219172 2,035,248
10,668,005 11,805,047 21,839,486 23,866,218
{3,356,291) (3,354,610} (6,724,579} (6,811,820)
(487,835) (534,822) (1,004,607) (1,031,339}
(2,128,933) (2,028,809) (4,141,185} {3,745,386)
(428,073) {444,571) {723,038) {481,481)
(71,8200 {37,260) (143,640) {74,520)
300,000 - 350,000 -
{6,152,952) {6,398,172) (12,387,027} {12,144 556}
4,513,053 5,408,875 9,552,459 11,721,760
(15467450 _ {1.790004) __ [(3.249.748)  _ (3,806,525}
2,966,304 3,616,781 6,302,711 7,825,235
01027 Q01033 0057 01071

The accompanying notes from 1 to 29 are an integral part of these interim condensed
consolidated financial statoments



ARAB BANKING CORPORATION (JORDAN)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS AND S1X MONTHS PERIOD ENDED 30 JUNE 2017 (REVIEWED NOT AUDITED)
(in Jordanian Dinars)

For the Ihree menihs ended For the six months ended
30 Jure 30 June
2017 2016 2017 2018 }
J0 JD Jo JD

Profit for the period 2,866,304 3,616,781 6,302,711 7,825,235
Add: Other comprehensive Income itams which will

ba reclassified to profit or loss in subsequant

perlods:
Changes in fair valua of hedging financial instruments 33,582 {32,813) 34,873 (84,197}
Tolal comprehensive income for the period 2,909,886 3,583,968 6,337,584 7,731,038

The accompanying notes from 1 to 29 are an integral part of these Interim condensed
consolidated financlal statements
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ARAB BANKING CORPORATION (JORDAN)
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE SiX MONTHS PERIOD ENDED 30 JUNE 2017 (REVIEWED NOT AUDITED)

(In Jordanian Dinars)

Notes

OPERATING ACTIVITIES

Profil before income tax

Adjustmants for non-cash items
Depreciation and amortization
Impairment loss on direct credit facilities
Unrealized loss lrom financial assets at fair value through profit or loss 18
Realized gain from sale of financiel assels at fair value through profit or
loss 18
Realized gain from sale of financial assets at amorlized cost
Reversal of sundry provisions
Accrued interast
Impairment of land held for sale
Gains from sale of repossessed assels
Provislon for rapossessed assels
Gains from sale of properly and equipment
Effact of exchange rate on cash and cash equivalenis

Operating cash flows before changes In assats and Habllities

Changes in assets and liabillties -

Deposits al banks and financial Institulions maluring after three months
Financial assets al fafr value through profit or loss

Direct credit facilities

Other assets

Banks’ and financial institutions deposils maturing after three months
Customers’ deposits

Margin accounts

Other provislons paid

Other liabilities

Net cash flows used In operating activities before Income tax
Income {ax paid 14

Net cash flows used in operating activities

INVESTING ACTIVITIES

Purchase of financial assels at amorlized cost

Sale and maturity of financlal assets at amorlized cost
Purchase of property and equipment

Proceads from sale of propertly and equipment
Purchase of inlangible assels

Net cash flows used in investing activities

FINANCING ACTIVITIES
Dividends paid to shareholders

Paid loans and borrowings
Net cash flows used in financing activities

Effect of changes in exchange rate on cash and cash equivalents
Net (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of the period

Cash and cash equlvalents, and of the perlod 20

The accompanying notes from 1 to 29 are an integral part of these Interim condensed

consolidated financial statements

30 June 30 June
2017 2016
JD JD
9,652,459 11,721,780
1,004,607 1,031,338
723,036 481,481
141,118 12,560
{31,249) (50,205}
{1,950) (61,432)
(350,000) -
{830,364) (355,851)
- 40,000
(209) {104,587)
143,640 74,520
(19,140} {12,511)
78,848 80,691
10,410,094 12,867,765
14,180,000 17,725,000
(47,436} 442,154
(30,652,144} {44,785,140)
16,204,566 12,570,815
(33,577,024} -
{31,978,540) (14,237,878)
{1,515,318) 5,620,382
{44,873) (34,883}
(3,096,552} 1,309,549
(60,117.227) (8,513,236)
{4,300,529) (6,161,007)
(64,417,758} {14,674,243)
(91,157,291} (58.015,913)
65,199,168 51,016,588
{1,336,437) (688,314)
49,606 13,045
{30,044) (66,924}
{27,274,998) {8,741,518)
(9,7681,008) (9,677,682}
{126,289) {125,450)
(9,807,307} {9,803,132)
{78,848) {80,691)
{101,678,909) (33,299,584)
20,615,408 (2,996,211)
(81,083,501} (36,205,795)




ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JunE 2017 (REVIEWED NOT AUDITED)

{1) GENERAL INFORMATION

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

Armman - Jordan.

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

The Bank's shares are listed and traded in Amman Stock Exchange.

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

The interim condensed consolidated financial statements were authorized for issue by the
Board of Directors in their meeting held on 16 July 2017,

{2) SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation of the interim financial statements

The accompanying interim condensed consolidated financial statements for the Bank as of
30 June 2017 have been prepared in accordance with International Accounting Standard 34
“Interim Financial Reporting” and Central Bank of Jordan regulations.

The interim condensed consolidated financial statements are prepared under the historical
cost convention except for the measurement of financial assets at fair value through profit or
loss and derivatives, which is shown at fair value as of the date of interim condensed
consolidated financial statements and to hedged financial assets and liabilities.

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

The interim condensed consolidated financial statements do not contain all information and
disclosures required for full financial statements prepared in accordance with International
Financial Reporting Standards. In addition, the results for the six months ended 30 June 2017
are not necessarily indicative of the results thal may be expected for the financial year ending
31 December 2017 and should be read with the Bank's annual financial report as at 31
December 2016. Moreover, no reserves were allocated for the profit for the period ended 30
June 2017, which will be recorded at the end of the financial year.



ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2017 (REVIEWED NOT AUDITED)

Changes in accounting policies:

The accounting policies adopted in the preparation of the interim condensed consolidated
financial statements are consistent with those followed in the preparation of the Bank's
annual consolidated financial statements for the year ended 31 December 2016, except
for the adoption of the following:

Amendments to 1AS 7 Statement of Cash Flows: Disclosure Initiative

Limited amendments which require entities to provide disclosures about changes in their
liabilities arising from financing activities, including both changes arising from cash flows
and non-cash changes (such as foreign exchange gains or losses). However, the
adoption of these amendments have no impact on the Bank's interim condensed
consolidated financial statements.

Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Un-

recognized Losses

Limited amendments to clarify that an entity needs to consider whether tax law restricts
the sources of taxable profits against which it may make deductions on the reversal of
that deductible temporary difference and some other limited amendments, the adoption
of these amendments have no impact on the Bank's interim condensed consolidated

financial statements.

(3) Basis of consolidation

The consolidated financial statements comprise of the financial statements of the Bank and
its subsidiary over which the Bank has the power to control the financial and operating policies
so as to obtain benefits from thelr activities. All balances, transactions, income, and expenses
between the Bank and the its subsidiary are eliminated.

The Bank has one subsidiary, Arab Co-operation for Financial Invesiments Co. Ltd. Which
was established on 25 January 1990. The Bank owns 100% of the paid in capital amounting
to JD 15,600,000. The Company's main activities include asset management and brokerage
in securities on behalf of its clients at Amman Stock Exchange and abroad in addition to
financial consulting in connection with securities.

The financial statements of the subsidiary are prepared for the same reporting year as for the
Bank and using consistent accounting policies with the Bank, if different polices are adopted
then adjustments are done to the subsidiary's financial statements to be in line with the Bank’s

policies.



ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JuNE 2017 (REVIEWED NOT AUDITED)

A subsidiary is fully consolidated from the dale on which control is transferred to the Bank
and cease to be consoclidated from the date on which control is transferred out of the Bank.
The resulis of subsidiary acquired or disposed of during the year are included in the
consolidated income statement from the date of acquisition or up to the date to disposal, as
appropriate.

{4)  USE OF ESTIMATES

The preparation of the financial statements requires management to make estimates and
assumptions that affect the reporied amounts of assets and liabilities and disclosure of
contingent liabilities. These estimates and assumptions aiso affect the revenues and
expenses and the resultant provisions as well as fair value changes reported in equily. In
particular, considerable judgment by management is required in the estimation of the amount
and timing of fulure cash flows. Such estimates are necessarily based on assumptions about
several factors involving varying degrees of judgment and uncertainty and actual results may
differ resulting in future changes. We believe that our estimates in the consolidated financial
statements are reasonable and are as follows:

- Provision for credit facilities impairment losses: The Bank reviews its loan porifolios to
assess impairment based on Central Bank of Jordan guidelines and International
Financial Reporting Standards.

- impairment losses on repossessed assets are determined based on the appraisal reports
prepared by cerlified appraisers and are reviewed periodically.

- Income tax is calculated based on the tax rates and laws that are applicable at the
reporting date. Deferred tax asset, deferred tax liability and income tax provisions are
calculated and recorded.

- Provision for lawsuits is provided for based on the Bank's legal advisor opinion.

- Management periodically re-valuates the useful lives of the tangible and intangible assels
in order to assess the depreciation and amortization for the year based on the useful lives
and the general status of these assets and any impairment is charged to the consolidated

income statement (if any).



ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JUNE 2017 (REVIEWED NOT AUDITED)

(5) _ CasH AND BALANCES WITH CENTRAL BANKS

- The statutory cash reserve amounted JD 44,493,526 as of 30 June 2017 (31 December
2016: JD 46,522,109).

- Except for the statutory cash reserve held at Central Bank of Jordan, ihere are no restricted
balances as of 30 June 2017 and 31 December 2016.

- There are no certificate of deposits that have maturity period more than 3 months as of 30
June 2017 and 31 December 2016.

(6) BALANCES AT BANKS AND FINANCIAL INSTITUTIONS

- Non-interest bearing balances at banks and financial institutions amounted to JD 8,756,920
as of 30 June 2017 (31 December 2016: JD 5,185,847).

- There are no restricted balances as of 30 June 2017 and 31 December 2016.

(7)  DEPOSITS AT BANKS AND FINANCIAL INSTITUTIONS

- There are no deposits that have malurity periods more than six months as of 30 June 2017
and December 2016.

- There are no restricted term deposits as of 30 June 2017 and 31 December 2016.

(8) FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

30 June 31 December
2017 2018
JD JD
{Reviewed
not audited) {Audited)
Equity shares 678,757 740,488




ARAB BANKING CORPORATION {JORDAN)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 J_L!NE 2017 (REVIEWED NO'!'_FAUDITED)

{9) _ DIRECT CREDIT FACILITIES

Consumer lending
Overdrafts”

Loans and bills **
Credit cards

Residential mortgages

Corporate lending
Overdrafts*
Loans and bills **

Small and medium enterprises lending “SMEs"

Overdrafts*
Loans and bills **
Lending to government and public sector **

Total

Less: Suspended interest
Less: Provision for impairment losses

Direct credit facilities, net

30 June 31 December
2017 2016
JD JD
(Reviewed
not audited) {Audited)
23,743,670 21,042,265
221,658,071 217,455,291
5,471,411 5,501,933
80,778,847 81,398,557
98,623,470 87,511,299
163,124,595 147,850,702
6,611,019 5,643,089
12,788,839 10,063,913
1,226,583 6,304,174
614,026,305 582,771,233
{9,499,005) (8,892,797)
(22,953,723) (22,233,967)
581,673,577 551,644,469

* Net of interest and commission received in advance amounting to JD 9,193 as of 30 June

2017 (31 December 2016: JD 21,966).

* Net of interest and commissions received in advance amounting to JD 226,179 as of 30

June 2017 (31 December 2016: JD 185,155).

- At 30 June 2017, non-performing credit facilities amounted to JD 31,426,829 (2016: JD
29,096,522) representing 5.118% (31 December 2016: 5.147%) of gross facilities.

- Al 30 June 2017, non-performing credit facilities; net of suspended interest, amounted to JD
21,927,924 (2016: JD 21,103,725), representing 3.627% (31 December 2016: 3.677%) of

gross facilities after deducting suspended interest.

- At30 June 2017, credit facilities granted to or guaranteed by Government of Jordan amounted
to JO 1,226,583 (2016: JD 6,304,174), representing 0.200% (31 December 2016: 1.082%) of

gross facilities.



ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANGIAL STATEMENTS
55_0 JUNE 2017 (RE_VIEWED NOT AUDITED)

Provision for impairment losses:

Resldentlal
Retail Morigages Carporate SMEs Tolal
Jo JD Jo 4D JO

30 June 2017 (Reviewod not

audited)

Balance al beginning of period 14,637,889 341,663 6,802,258 452,357 22,233,967
Provision for the period 720,464 23,356 (220,131} 199,347 723,026
Amounis written - off {3,280) - - - (3,280)
At 30 June 2017 15,354,873 365,019 6,582,127 651,704 22,953,723
Individual impairment provision 13,826,933 365,019 5,712,106 651,704 20,555,782
Collective iImpairment provision 1,527,940 - 870,021 - 2,397,981
Total 15,354,873 365,019 6,582,127 651,704 22,953,723
31 Decembar 2016 (Audiled)

At 1 Janvary 2016 13,717,700 345,677 6,018,407 355,803 20,437,507
Provislon for the year 984,103 {4,014} 787,587 086,554 1,864,230
Amounis wrilten - off (84,114} - {3,736) - {67.850)
At 31 Decamber 2016 14,637,689 341,653 6,802,258 452,357 22,233,867
Individual impairment provision 13,135,629 341,663 5,930,464 452 357 19,880,113
Collective impalrment praviskon 1,502,060 - 871,794 - 2,373,854
Total 14,637,689 341,663 6,802,256 452,357 22,233,987

- Provislon for impairment losses that were settled or collected and used for other impaired
loans amounted to JD 908,602 during 30 June 2017 (31 December 2016: JD 1,843,730).



ARAB BANKING CORPORATION {JORDAN)

NOTES To THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JUNE 2017 {REVIEWED NOT AUDITED)

Interest in suspense

The movement on interest in suspense for direct credit facilities by class is as follows:

Residential
Retail Mortgages Corporate SMEs Total
JD JD JD JD JD
30 June 2017 (Reviewed not
audited)
At 1 January 2017 5,362,680 308,791 2,824,337 296,989 8,892,797
Suspended interest during the period 808,189 22,039 145,958 39,161 1,015,347
Amounts transferred fo income on
recovery {154,451) (38,301) (60,319) (19,463) {272,534}
Amounts writlen - off {63,723} {10,825) (42,662) (19,395) (136,605)
At 30 June 2017 5,952,695 281,704 2,967,314 297,292 9,499,005
31 Dacember 2016 (Audited)
Al 1 January 2016 4,490,322 260,613 2,855,996 258,607 7,865,538
Suspended interest during the year 1,490,335 48,178 314,779 73,684 1,926,976
Amounts transferred to income on
recovery (350,774) - (19,717} {35,302) (405,793)
Amounls written - off (267,203) - (226,721) - (493,924)
At 31 December 2016 5,362,680 308,791 2,824,337 296,989 8,892,797

Net direct credit facilities are distributed by geographic distribution and economic sector

as follows:

Economic sector

Financial

Industrial

Commercial

Real estates

Agriculture

Stocks

Services

Individuals

Government and public sector

30 June 31 December
2017 2016
JD JD
(Reviewed not
audited) {Audited)
13,867,008 10,808,915
125,372,727 114,357,578
50,043,395 55,233,499
98,959,431 94,538,340
2,297,191 1,402,009
25,853,697 22,544,874
54,069,843 39,740,688
209,883,702 206,714,392
1,226,583 6,304,174
581,573,577 551,844,469

All loans granted by the Bank are inside the Hashemite Kingdom of Jordan.



ARAB BANKING CORPORATION {JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2017 (REVIEWED NOT AUDITED)

(10) FINANCIAL ASSETS AT AMORTIZED COST

30 June 31 December
2017 2016
JD JD
(Reviewed
not audited) (Audited)
Unquoted Financial Assets:
Government and government guaranteed
bands 285,286,627 255,768,026
Other bonds 34,888,050 38,446,578
Total Unquoted Financial Assets 320,174 877 284,214,604
Bonds and treasury bills analysis:
Fixed rate 313,174,677 287,214,604
Floating rate 7,000,000 7,000,000
Tofal 320,174,677 294,214,604
(11) _ OTHER ASSETS
30 June 31 December
2017 2016
JD JD
(Reviewed not
audited) (Audited)
Accrued interest and revenues 4,974,648 3,804,835
Prepaid expenses 1,686,728 805,104
Assets repossessed by the Bank* 2,379,629 2,327,691
Unrealized derivatives gain/ assets 476 18,494
Other receivables (Brokerage Company) 690,163 107,106
Lands held for sale (Brokerage Company) 2,091,868 2,091,868
Discounted LCs 13,691,346 31,496,877
Other 2,035,143 2,076,210
Total 27,550,001 42,728,185

* The Central Bank of Jordan requires the disposal of repossessed assets within a
maximum period of two years from the date of acquisition



ARAB BANKING CORPORATION (JORDAN)
NOTES To THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JUNE 2017 (REVIEWED NOT AUDITED)

(12} _ CusTOMERS’ DEPOSITS

Small and Government

Medium  and public
Retail Large Companies Enterprises  sector Total
JD Jb JD JD JD

30 June 2017 {Reviewed not audited)

Current and demand deposils 72,353,862 20,471,175 12,802,001 692,903 106,320,031
Saving accounts 23,628,434 368,876 349,055 79 24,346,444
Time and notice deposils 254,737,382 134,804,136 14,899,700 69,170,232 473,611,450
Total 350,719,678 155,644,187 28,050,846 69,863,214 604,277,925
31 December 2016 (Audited)

Current and demand deposils 78,626,067 12,308,538 20,077,454 648,750 111,660,809
Saving accounts 19,970,123 316,932 205,939 79 20,493,073
Time and nolice deposiis 258,783,384 153,831,879 37,829,211 53,658,100 504,102,583
Total 357,379,574 166,457,349 58,112,604 54,306,938 638,256,465

Jordan Government and public sector deposits amounted to JD 69,863,214 as of 30 June 2017 (2016:

JD 54,306,938) representing 11.561% (31 December 2016: 8,535%) of total customers’ deposits.

Non-interes! bearing deposiis amounted to JD 107,547,675 as of 30 June 2017 (31 December 20186:

JD 116,507,584) representing 17,798% (31 December 2016: 18,311%) of lotal deposits.

Restricted deposits amounted lo JD 19,6835331 as of 30 June 2017 (31 December 2016:
JD 19,839,258) representing 3,249% (31 December 2016: 3,118%) of tolal deposits,

Dormant accounts amounted to JO 18,039,445 as of 30 June 2017 (31 December 2016: JD 11,333,423).



ARAB BANKING CORPORATION (JORDAN}
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2017 (REVIEWED NOT AUDITED)

(13) LOANS AND BORROWINGS

Paymenis
Tolal no. QOutslanding Inslalmenls
Amounl of Paymenis Paymanis Malurity Collaterals Interes! Rate
JO
30 June 2017
{Reviewed not
audited)
Borrowing from Ceniral Bills upon
Bank of Jordan 5,008,222 1 1 24 months request 2.000%
Borrowing from Cenlal Semi
Bank of Jardan 1,350,000 28 28 annual - 2.500%
Real Estale Morlgage M
ortga
Refinance Company 1,398,356 236 66  Monthly g 6.809%
Real Estate Morigage Morlaa
Refinance Company 20,000,000 1 1 24months gedy 3.800%
Real Eslale Morigage Mortgage
Refinance Company 20,002,301 1 1 12 months i) 4.200%
47,758,879
31 December 2016
{Audited)
Borrowing from Central Bills upon
Bank of Jordan 5,008,323 1 1 9months request 2.000%
Borrowing from Central Semi
Bank of Jordan 1,350,085 28 28 annual - 2.500%
Real Estate Morigage Mortgage
Refinance Company 1,625,770 238 72 Monlhly deeds 6.809%
Real Eslate Morigage Moria0e
Refinance Company 20,000,000 1 1 24 monihs degdsg 3.800%
Real Eslate Morigage Mortoage
Refinance Company 20,000,000 1 1 12 months degdg 4.200%
47,885,178
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ARAB BANKING CORPORATION (JORDAN)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2017 (REVIEWED NOT AUDITED)

(14} INCOME TAX

A. Income tax provision

The movement on the income tax provision is as follows:

30 June 31 December
2017 2016
JD JD
(Reviewed
not audited) {Audited)
Balance at beginning of period/ year 5,176,763 7,049,936
income tax paid {4,300,529) (9,314,366)
Income tax 2,754,436 7,441,193
Balance at the end of period! year 3,630,670 5,176,763

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

30 June 30 June
2017 2016
JD JD

(Reviewed (Reviewed

not audited)  not audited)
Current income tax liabilities for the period 2,754,436 3,618,562
Deferred tax assets for the period (300,115) (389,856)
Reversal of deferred tax assets 803,338 696,935
Reversal of deferred tax liabililies (7,911) (29,116)

3,249,748 3,896,525

B. The reconcillation between taxable profit and the accounting profit is as follows:

30 June 30 June
2017 2016
JD JD

(Reviewed (Reviewed

not audited) not audited)
Accounting profit 9,552,458 11,721,760
Non-taxable income (2,854,189} (2,448,884)
Non-tax deductible expenses 1,289,719 1,660,526
Realized gains on financial assets at fair value through
profit or loss 14,692 54,047
Taxable profit 8,002,681 10,987,449
Effective income tax rate 34.02% 33.24%

e |



ARAB BANKING CORPORATION (JORDAN}
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2017 (REVIEWED NOT AUDITED)

- The statutory tax rate on banks in Jordan is 35% and the statutory tax rate on the
subsidiary is 24%.

- A final seitiement with Income Tax Department has been reached for the bank and the
subsidiary until the end of the year 2013,

- The Bank submitted its income tax declaration with Income Tax Depariment for the years
2015 and 2016, however, the Income Tax Department did not issue its final decision up
to the date of these financial statements.

- The Income Tax Department has issued a preliminary assessment for 2014 for additional
tax amounting JD 1,339,540 in addition to penalties amounting JD 231,021. The Bank
filed an objection with Income Tax Depariment where the department declined that
objection. Therefore, the Bank raised a lawsuit in the compstent courts on 14 May 2017.
In the tax consultant's opinion, the Bank will not be subject for any additional tax for this
claim.

(18) __ OTHER LIABILITIES

30 June 31 December
2017 2016
JD JD
(Reviewed
not audited) {Audited)
Accrued interest expense 3,784,124 3,444,675
Revenues received in advance 153,089 282,917
Accounts payables 7,784,409 9,338,686
Accrued expenses 2,234,400 3,030,377
Unrealized derivatives loss/ liability 230,041 237,122
Cerlified checks 1,658,863 1,376,511
Board of Directors remuneration 40,000 87,007
Incoming transfers 367,779 1,279,066
Others 1,203,008 1,083,426
17,455,713 20,159,787

=12 -



ARAB BANKING CORPORATION (JORDAN}

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 June 2017 (REVlEWﬁD NOT AUDITED) e

(16) INTEREST INCOME

Direct credit facilities
Consumer lending

Overdrafts

Loans and bills

Credit cards

Residentia! mortgages

Corporate lending

Large Companies

Overdrafts

Loans and bills

Small and medium enterprises lending “SME’s”
Overdrafts

Loans and bills

Government and public sectors

Balances at central banks

Balances at banks and financia! institutions
Financial assets at amortized cost

Interest income on margin trading financing for the
subsidiary's customers

Interest income on interest rate swap contracts

(17) _ INTEREST EXPENSE

Banks and financial institutions deposits
Customers’ deposits:
Current accounts and demand deposits
Saving accounts
Time and notice deposits
Margin accounts
Loans and borrowings
Deposit guarantee fees
Interest paid on interest rate swap contracts

=13 -

30 June 30 June
2017 2016
JD JD
(Reviewed (Reviewed
not audited) not audited)
57,573 70,995
10,485,970 10,614,311
491,781 542,988
2,973,404 3,073,626
2,202,184 1,541,989
3,975,690 3,563,166
198,755 215,663
500,505 421,265
56,570 298,977
154,761 280,508
539,812 263,662
5,946,913 6,222,988
1,277,448 1,193,348
275,904 276,955
29,137,568 28,580,441
30 June 30 June
2017 2016
JD JO
(Reviewed (Reviewed
not audited) not audited)
1,417,507 721,086
27,140 40,223
20,287 29,722
7,510,634 6,536,745
636,393 627,072
915,769 127,485
637,024 622,942
381,783 449,871
11,546,437 9,155,146




ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
_:_50 JUNE 2017 (REVIEWED NOT AUDITED)

{18) _ GAIN FROM FINANCIAL ASSETS AT FAIR VALUE THROUGH PRoFIT OR LOSS

Realized Unrealized Dividend
gain gain (loss) income Total

30June 2017 (Reviewed
not audited) JD JD JD JD
Shares 2,188 {141,116) 15,850 (123,080)
Bonds 29,763 - - 29,763

31,949 {141,1186) 15,850 (93,317)
30June 2016 (Reviewed
not audited)
Shares 50,205 (12,560) 25,749 63,394
Bonds - - - -

50,205 (12,560) 25,749 63,394

{19) EARNINGS PER SHARE

For the three Monihs Ended For lhe six Months Ended 30

30 June June
2017 2016 2017 2016
Jo JD JD JD
(Reviewed not audited) {Reviewed nol audited)
Profit for the year 2,966,304 3,618,781 6,302,711 7,825,235
Weighted average number of shares 110,000,000 110,000,000 410,000,000 110,000,000
Basic and diluled eamings per share (JD/ Fils) 0/027 0/033 0/057 0/071

The diluted earnings per share for the period equals the basic earnings per share.

i A



ARAB BANKING CORPORATION {JORDAN)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JUNE 2017 (REVIEWED NOT AUDITED)

(20) CASH AND CASH EQUIVALENTS

30 June 30 June
2017 2016
JD JD
(Reviewed not (Reviewed
audited) not audited)
Cash and balances with central banks maturing
within three months 55,567,906 73,884,112
Add: Balances at banks and financial institutions
maturing within 3 months 79,132,249 89,699,717
{ ess: Banks and financial institutions' deposits
maturing within 3 months (215,763,656) (199,779,624)
(81,063,501) (36,295,795)

{21) RELATED PARTIES TRANSACTIONS

The accompanying consolidated financla! statements include the Bank
statement of following subsidiary:

and the financial

Paid in capital

30 June 31 December

Company name Ownership 2017 2016
JD JD
(Reviewed
not

audited) (Audited)
Arab Co- operation for Financial
investments Company Ltd 100% 15,600,000 15,600,000

The Bank entered into transactions with parent and affiliated companies, directors, senior
management in the ordinary course of business at commercial interest and commission rates.

All the loans and advances granted to related parties are performing
any provision for impairment,

-15-
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ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2017 (REVIEWED NOT AUDITED)

The following related parties transactions took place during the period:

Fotal
Parent and
affiliated Senlor Board of 30June 31 December
companias management Employees directors 2017 2016
Jo Jo Jo Jo Jo {0
{Reviewed not  {Reviewed {Reviawed (Reviewed (Reviewed nol
audlted) not audiled)  notaudited) not audited) audited) {Audited}
Statement ol financlaj position;
Diract credit facilities - 2,690,113 8,013,854 3,325 10,707,292 10,797,028
Depaosils at banks end financial Instilutions 51,022,042 - - - 51,022,042 48,959,440
Banks and financlal instilutions deposils 90,662,722 - - 90,662,722 85,296,897
Customers’ deposils - 2,382,364 1,232,608 1,779,397 5,394,366 4,835,139
Commilments and contingent Habliitias
Lelters of guarantee 21,118,218 - 500 2,000 21,120,718 15,088,438
Letlars of credit 2,142,795 - - - 2,142,795 4,324,043
Interest rate swap conlracls 16,838,750 - - 16,838,750 20,773,700
3June 30June
2017 2016
JD JO
{Reviewad not
audited) (Unaudited}
Income siat g
interast and commission income® 628,337 40,910 86,288 - 757,835 626,975
interest and commission expense*® (608,963} {28.942) {12,466} (21,263) (871,634) (687,168)
* Interest rates on credit facilities range between 3% to 10.387%
b Interest rates on customers’ deposits range between 0.1% to 4%.
Compensation of the key executive personnel as follows:
30 June 30 June
2017 2016
JD JD
(Reviewed (Reviewed
not audited) not audited)
Salaries and bonuses 1,922,978 1,687,939

-1 -



ARAB BANKING CORPORATION (JORDAN)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JUNE 2017 {REVIEWED NOT AUDITED)

(22) FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bank uses the following hierarchy for determining and disclosing the fair value of financial

instruments by valuation technique:

Level 1: quoted {unadjusted) prices in active markets for identical assets or liabilities.

Level 2: other techniques for which all inputs that have a significant effect on the recorded

fair value are observable, either directly or indirectly from market information and;

Level 3: other techniques which use inputs that have a significant effect on the recorded fair

value that are not based on observable market data.

The following table shows an analysis of financial instrurents recorded at fair value by level

of the fair value hierarchy:

Level 1 Lavel 2 Level 3 Total
30 June 2017 JO JD JD JD
Financlal assets
Financial assets at fair value lhrough profit
or loss 507,804 - 170,853 878,757
Unrealized gains on financial derivatives 476 - - 476
Financlal liabilities
Unrealized losses on financial derivalives - 230,041 - 230,041
31 December 2016
Financlal assets
Financial assels at fair value lhrough profit
or loss 897,532 - 42,956 740,488
Unrealized gains on financial derivatives 18,494 - - 18,494
Financlal liabilities
Unrealized tosses on financlal derivatives - 237,122 - 237,122
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ARAB BANKING CORPORATION (JORDAN})
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JUNE 2017 (REVIEWED NOT / AUDITED)

{23) CAPITAL ADEQUACY
Capital adequacy ratio is calculated in compliance with the instructions issued by the Central
Bank of Jordan which are based on Basel lll Committee decisions. The following represents

capital adequacy ratio in comparison to the previous year:

30 June 31 December
2017 2016
JD"000 JD"000
(Reviewed
not audited) (Audited)
Primary capital
Paid in capital 110,000 110,000
Retained earnings less proposed dividends 8,315 7,247
Cumulative change in fair value of financial
assels (119) (154)
Share premium 67 67
Stalutory reserve 24,249 24,249
Voluntary reserve 197 197
Total capital of common stock 142,708 141,606
Regulatory amendments (deduction form
capital)
Goodwill and intangible assets (385) (635)
Mutual fund invesimenis on the capital of
banking, financial and insurance entities (within
CET1) - -
Deferred lax assets resulted from investments
within first category (10%) (491) (1,013)
Total primary capital 141,833 139,058
Additional Tier
Net additional capital Tier 1 141,833 139,958
Tier 2
General Banking risk reserve 5,884 5,584
Net additional capital Tier 2 5,884 5,584
Total regulatory capital 147,717 145,542
Total weighted assets risk average 784,522 736,338
Capital adequacy ratio (%) 18.83% 19.77%
Primary capital adequacy ratic (%) 18.08% 19.01%
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ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2017 (REVIEWED NOT AUDITED)

(24) SEGMENT INFORMATION

1. Information on the Bank Business Segments;

For management purposes the Bank is organized into three major operating segments:

- Retail banking: This include individual transaction such as customer deposils, housing loans,

overdrafts, credit card, and bank transfers.

- Corporate banking: This include corporate transaction such as corporate loans, credit facilities,

deposits, and current accounts.

- Treasury: This includes providing management services, trading and treasury, in addition to

managing the Bank's financing activities.

Following is information on the Bank business segments:

Total
30 June 30 June
Retall Corporate Treasury Other 2017 2016
JD *000° JD 000" JD “000" JD “000" JD “000” JD “0007
(Reviewed (Reviewed
not audiled) not audiled)
Total income 15,814 8,357 9,233 42 33,486 33,021
Impairment loss on
direct credit facilities (744) 21 - - (723} (481)
Segmental results 8,704 5,448 9,023 42 21,217 23,385
Unallocaled expenses {11,664) (11,663)
Profil before tax 9,553 11,722
fncome tax (3,250) (3.897)
Net profit for the
period 6,303 7,825
Other information
Capital expenditure 1,368 755
Depreciation and
amortization 1,005 1,031
30 June 31 Decernber
2017 2016
JO 000" JD “000"
(Reviewed
not audited} {Audited)
Total segmental
assels 300,984 281,075 494,610 14,927 4,001,588 1,113,522
Total segmental
liabililies 530,894 175,074 2252587 6,626 938,051 956,415
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ARAB BANKING CORPORATION (JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2017 {REVIEWED NOT AUDITED)

1. Geographical distribution information:

This disclosure represents the geographical distribution of the Bank business. The Bank
operations are mainly concentrated within the local business.

The following table shows the distribution of the Bank’s operating income assets, and capital
expenditure by geographical segment:

Inside Jordan Outside Jordan Total
30 June 30 June 30 June 30 June 30 June 30 June
2017 2016 2017 - 2018 2017 2016
JD “000” JD *000° JD 000" JO “000" JD *000" JD “000”
{Reviewed not  (Reviewed  (Reviewednol  (Reviewed (Reviewed not  (Reviewed
audiled) not audited} audited) not audited) audiled) not audited)
Total income 31,975 31,659 1,511 1,362 33,488 33,021
Capiltal expenditures 1,366 713 10 42 1,366 755
inside Jordan Outside Jordan Tolal
31 kY
30 June December 30 June December 30 June 31 December
2017 2016 2017 2018 2017 2018
JD "000" JD “000" JD “000° JD “0o0" JD 000" JD“000"
{Reviewed not {Reviewad not (Reviewed not
audiled) (Audited) audited) (Audited} audited) {Audiled)
Total assels 994,133 1,001,904 97,483 111,618 1,091,598 1,113,522
{25) CONTINGENT LIABILITIES AND COMMITMENTS

The contingent liabilities and commitments of the Bank as at the date of the interim
consolidated financial statements is as follows:

Letters of credit:

Import LCs

Expoit LCs

Acceptances

Letters of guarantee:
Payments

Performance

Other

Unutilized credit facilities limits

Total

-20-

30 June 31 December
2017 2016
JD JD
(Reviewed
not audited) (Audited)
45,423,771 70,563,724
13,606,868 16,134,566
14,910,607 20,056,170
33,434,533 33,156,795
81,647,140 44 964,891
44,045,969 40,759,570
20,411,761 33,035,357
253,480,647 258,671,073




ARAB BANKING CORPORATION {JORDAN)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 JUNE 2017 (REVIEWED NOT AUDITED)

{26) PaID IN CAPITAL

The paid in capital amounted to JO 110,000,000 divided in to 110,000,000 shares at a par
value of JD 1 per share as of 30 June 2017 and 31 December 2016.

Distributed Dividends
The Bank's Board of Directors proposed in its meeting on 23 April 2017 to distribute cash
dividends to the shareholders amounting to JD 9,900,000 equivalent to 9% of the subscribed

and paid in capital.

{27) _ STATUTORY AND LEGAL RESERVE

The Bank did not make any allocation of legal reserves in accordance with Jordanian
Companies’ Law since these are interim financial statements.

{28)  RETAINED EARNINGS

30 June 31 December
2017 2016
JD JD
{Reviewed
not audited) (Audited)
Balance at beginning of period/ year 17,163,992 15,367,389
Profit for the year - 14,065,727
Transfers to reserves (300,000) (2,369,124)
Dividends paid (9,900,000) {9,900,000)
Balance at the end of period! year 6,963,992 17,163,992

29)  LAWSUITS

The Bank is a defendant in a number of lawsuils amounting to JD 1,289,705 as of 30 June
2017 (31 December 2016: JD 1,413,705). According to the Bank's lawyer and Bank's
Management, the booked provision are sufficient amounting to JD 638,413 as of 30 June
2017 (31 December 2016: JD 638,413).
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