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DeIOItte ' Deloitte & Touche (M.E.)

Jabal Amman, 5% Circle
190 Zahran Street
Amman, P.O. Box 248
Jordan

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

Review Report

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

Introduction

We have reviewed the accompanying consolidated condensed interim financial position of the
Arab Banking Corporation (A Public Shareholding Limited Company) as of June 30, 2019, and
the related consolidated condensed interim statements of income, comprehensive income,
shareholders’ changes in equity and cash flows for the Six-months then ended and the
summary of significant accounting policies and other explanatory information. Management is
responsible for the preparation and fair presentation of these consolidated condensed interim
financial statements in accordance with International Accounting Standard number (34). Our
responsibility is to express a conclusion on these consolidated condensed interim financial
statements based on our review,

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying consolidated condensed interim financial information is not prepared, in all
material respects, in accordance with International Accounting Standard (34) related to
interim financial reporting.

Other Matter Paragraph

The accompanying consolidated condensed interim financial statements are a translation of
the statutory consolidated condensed interim financial statements in the Arabic Language to
which reference should be made. ‘

Amman - The Hashemite Kingdom of Jordan
July 30, 2019




Owner's Equity

Bank's Shareholders Equity

Issued and paid in capital 18 110,000,000 110,000,000
Additional paid in capital 66,943 66,943
Statutory reserve 19 27,613,436 27,613,436
Voluntary reserve 19 197,281 197,281
Profit for the period 3,304,070 -
Fair value reserve 20 1,010,748 (77,148)
Retained earnings 21 14,128,254 22,378,254
Total Owner’'s Equity 156,320,732 160,178,766
Total Liabilities And Owner’s Equity 1,182,244,982 1,145,903,091
THE ACCOMPANYING NOTES FROM (1) TO {34) CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ
WITH THEM AND WITH THE REVIEW REPORT.

ARAB BANKING CORPORATION {(JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
CONSOLIDATED CONDENSED INTERIM STATEMENT
OF FINANCIAL POSITION
June 30, 2019
(Reviewed and Pecember 31,
Note not audited) 2018 (Audited}

Assets 1D 1D
Cash and balances at central Bank of Jordan 5 46,689,606 49,020,779
Balances at Banks and financial institutions 6 93,188,575 85,029,146
Deposits at Banks and financial institutions 7 22,508,580 27,956,035
Financial assets at fair value through other
comprehensive income 133,230,770 104,257,480
Direct credit facilities-net 11 618,458,019 613,531,362
Financial assets at amortized cost - net 9 170,384,119 177,868,562
financial assets at amortized cost - Mortgaged 10 35,015,496 35,018,148
Property and equipment - net 18,127,145 17,320,761
Intangible assets ~ net 1,853,864 1,494,202
Right of use Assets 2 3,644,502 -
Deferred tax assets 16/B 5,831,622 6,401,306
Other assets 12 33,312,684 28,005,310

Total Assets 1,182,244,982 1,145,903,091
Liabilities Ahd Shareholders’ Equity
Liabilities
Banks and financial institutions deposits 220,226,977 182,846,643
Customers’ deposits 13 644,825,829 647,518,189
Margin accounts 14 50,092,248 51,534,691
Borrowed funds 15 80,080,226 79,130,476
Sundry provisions 2 1,882,735 767,226
Income tax provision 16/A 2,046,398 4,998,955
Deferred tax liabilities 16/B 691,892 6,894
Leases Contracts liabilities 3,385,127 -
Other liabilities 17 22,692,818 18,921,251

Total Liabilities 1,025,924,250 985,724,325




ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LTMITED COMPANY)
AMMAN ~ JORDAN
CONSOLIDATED CONDENSED INTERIM STATEMENT OF INCOME
{REVIEWED AND NOT AUDITED)

Interest income
Interest expense
Net Interest Income

Net commission inceme

Net Interest and commission Incomae

Gain from foreign currencies
Galn from financial assets at fair value through

other comprehensive income

Cther income - net

Total Income
Expenses

Employees’ expenses

Depreciation and amortization
Other expenses

Impairment provision for direct credit facilities

sundry provisions

Impairment provision for repossessed assets

Total Expenses
Profit for the period before Tax

Income tax expense

Profit for the Period

Basic and Diluted Earnings Per Share for the period attributable Bank’s

Far the Three-Months

Ended June 30,

For the Six-Months

Ended June 30,

Note 2019 2018 2019 2018
D o] D D
23 17,946,379 16,428,044 35,577,236 32,142,986
24  (9,708,824)  (8,391,507) (19,053,547)  (15,861,754)
8,237,555 8,036,537 16,523,689 16,281,232
939,591 §93,514 1,880,341 1,879,042
9,177,146 8,930,051 18,404,030 18,160,274
296,221 304,090 529,534 635,011
25 7,486 112,874 41,486 325,359
1,109,393 995,853 2,059,366 1,973,853
10,590,246 10,342,868 21,034,416 21,094,497
(3,553,735)  (3,504,148) (7,119,494) {6,915,221)
(622,111) {368,052) (1,728,892) (728,129)
(1,780,437}  (2,118,151) (3,809,924) (4,490,825)
22 {1,351,643) 125,549  (2,928,955) (505,454)
{1,115,509) (70,057}  (1,115,509) (70,057)
- (58,728) . {113,451}
(8,423,435)  {5,993,587) (16,202,774) (12,823,137}
2,166,811 4,349,281 4,831,642 8,271,360
{(246,254) (1,533,987} (1,527,572} (2,809,033)
1,920,557 2,815,294 3,304,070 5,462,327
26 0.017 0.026 0.030 0.050

The ACCOMPANYING NOTES FROM (1) TO {34) CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED
CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE REVIEW REPORT.

3 -




ARAB BANKING CORPORATION (JORDAN)

(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN

CONSOLIDATED CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME

(REVIEWED AND NOT AUDITED})

For the Three-Month
Ended June 30,

For the Six-Month
Ended June 30,

2019 2018 2019 2018

D hin) iD D
Profit for the period 1,920,557 2,815,294 3,304,070 5,462,327
Other comprehensive_income items:
Items not to be subsegquently transferred to
statement of income:
Net change in fair value After Tax 371,011 112,470 1,087,896 74,238

Total Comprehensive Income for the Period 2,291,568 2,927,764 4,391,966 5,536,565

THE ACCOMPANYING NOTES FROM (1) TO (34) CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED

CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE REVIEW REPORT.
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|
: ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHARFHOLDING LIMITED COMPANY)
AMMAN -~ JORDAN
CONSOLIDATED CONDENSED INTERIM STATEMENT OF CASH FLOWS
{REVIEWED NOT AUDITED)
For the Six-Month
Ended June 30,

| Note 2015 2018
E Operating Activities: D D

Profit before income tax 4,831,642 8,271,360

Adjustments for non-cash items

Depreciation and amortization 1,228,892 728,129

Impairment provision for direct credit facilities 22 2,928,955 505,454

{Gain) from disposed property and equipment 656 {8,330)

Repossessed assets impairment provision - 113,451

Sundry provisions 1,116,059 70,057

Accrued interests 33,160 - (680,376)

{Gain) from sale of financlai assets at fair value through statement of other comprehensive income 25 {6,200} (295,887)

£ffect of Exchange rate fiuctuation on cash and cash equivalents (240,607) {13,791)

Net income before Changes in Assets and Liabilities 9,892,567 8,689,067

Changes in Assets and Liabilities

{decrease) Increase In deposits at banks and financlal Institutions that mature after three months 5,447,455 {13,914,702)

{Increase) in direct credit facilities {8,123,108) {29,960,879)

Decrease in other assets {5,325,733) 5,604,528

Increase (decrease} in customers’ deposlis {2,692,360) 10,558,258

} {Decrease) in cash margins {1,442,443) (1,241,885)
; Increase (decrease} in cther liabilities 3,147,627 513,154
‘ {Decrease)} in sundry provisions - (624,593)
| Net Cash Flows {used in} Operating Activities before Income Tax $04,005 (20,377,052)
| Income tax paid 16/A {3,892,223) (5,290,513)
\ Net Cash Flows {used in} Operating Activities (2,988,218) (25,667,565)

Investing Activities

{Purchase) of financial assets at amorized cost (36,484,589) (11,831,302)

Sale and maturity of financial assets at amortized cost 43,998,162 25,840,297

{Purchase) of property and equipment (1,471,646} (3,054,119)

{Increased) Financial Asset at amortized cost - Mortgaged 2,652 -
| {Purchase) of intangible assets (576,501) {9,050)
| Sale of property and equipment 1,749 9,710
j (Purchase) of Financial assets at fair value through other comprehensive income {35,935,730) (55,765,053)
| Sale of Financial assets at fair value through other comprehensive income 8,894,058 31,280,025
} Net Cash Flows {used in} Investing Activities (21,571,835) (13,625,492)
|
i Einancing Activities
i Dividends paid to shareholders {8,183,685) {5,435,234) |
i Borrowing funds 949,750 4,794,271
i Net Cash Flows {used in) Financing Activities {7,233,935) (640,963)
j Net {Decrease) in Cash and Cash Equivalents {31,793,988} (39,938,020) :
! Effect of exchange rate fluctuation on cash and cash eguivalents 240,607 13,791
§ Cash and cash equivalents - beginning of the year (48,789,469} (45,035,360)
| Cash and Cash Equivalents - End of the Period 27 (80,342,850) (84,963,589) i

THE ACCOMPANYING NOTES FROM (1) TO (34) CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED CONDENSED INTERIM
FYNANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE REVIEW REPORT.




ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS

(REVIEWED NOT AUDITED)

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

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

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

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

The consolidated Condensed Interim financial statements were approved by the
group’'s Board of Directors on 30, July 2019.

2. _ Significant Accounting Policies:
Basis of Preparation of Consclidated Condensed Interim Financial
Statements

- The consolidated condensed interim financial statements of the Bank were prepared
as of June 30, 2019 in accordance with International Accounting Standard Number
(34) (Consolidated Condensed Interim Financial Statements), and Central Bank of
Jordan regulations.

- The consolidated condensed interim financiai statements are prepared in accordance
with the historical cost principle, except for financial assets and financial liabilities
which are stated at fair value through consolidated statement of income, financial
assets at fair value through consolidated statement of other comprehensive income
and financial derivatives which stated at fair value at the date of the consolidated
condensed interim financial statements. Morecver, hedged financial assets and
liabilities for change in its fair value were stated at fair value.

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

- The accompanying consolidated condensed interim financial statements do not
include all the information and disclosures to the financial statements required in the
annual financial statements as of December 31, 2018 and should be read with the
Bank’s annual report as of December 31, 2018. Moreover, the results of the Bank's
operations for the Six-month period ended on June 30, 2018 do not necessarily
represent indications of the expected results for the year ending December 31, 2018
and no allocation has been made on profit for the Six month period ended on June
30, 2019 which is usually performed at year end.

Changes in Accounting Policies

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




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

statements:

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

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

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

whether the tax treatment should be considered in aggregate;

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

The impact of changes in facts and circumstances.

Amendments to IFRS 9 Financial Instruments.

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

Amendments to IAS (28) "Investment in Associates and Joint Ventures”.
These amendments relate to long-term shares in allied enterprises and joint
ventures, These amendments ciarify that an entity applies IFRS (9} “Financial
Instruments” to long-term interests in an asscciate or joint venture that forms part
of the net investment in an associate or joint venture if the equity method has not
been applied to it.

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

Amendments to the interim condensed consolidated financial statements of

the Bank;

Effect of Application of IFRS (16) "Leases"

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

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




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

The right of use assets have been measured in an amount equal to the lease
obligations, and adjusted by any pre-paid or lease payment that is recognized in the
financial position list as of December 31, 2018, No adjustments to the retained
earnings, as at January 1%, 2019, were produced under this method. There were no
low leases that required an adjustment to the right of use assets at the date of the
initial application.

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

June 30, January 1,
2019 2019
D D
Real Estate : 3,644,502 3,947,943
Total right-of-use asset 3,644,502 3,947,943

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

Real estate Total
D D
Balance as January 1, 2019 3,947,943 . 3,947,943
Additions during the period 82,441 82,441
Terminated lease contracts (36,675) (36,675)
Amortization for the period {349,207) {349,207)
Balance as June 30, 2019 3,644,502 3,644,502

The additions during the year to the assets amounted to 1D 82,441.

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

December Increase\ January 1,
31, 2018 (Decrease) 2019
1D D D
Right of use assets - 3,947,943 3,947,943
Other debit balances 515,605 (515,605) -
Lease Liabilities - 3,947,943 3,947,943

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

Lease
Liabilities Total
JD JD
Balance as January 1, 2019 3,947,943 3,947,943
Additions during the period 82,441 82,441
Terminated lease contracts (36,675) (36,675)
Interest on lease liabilities 102,434 102,434
Repayment of lease liability (711,016) (711,016)
Balance as June 30, 2019 3,385,127 3,385,127




The Bank’s leasing activities and its accounting treatment mechanism:
The banks rents real estates for use in its activities and usually leases for fixed

periods ranging from one to thirty years, some of which may include extension
options and the fease terms are negotiated on an individual basis and contain a set
of different terms and conditions, not including contracts Leases do not contain any
obligations and may not be used as collateral for the purposes of borrowing.

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

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

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

. Fixed payments (including built-in fixed payments) minus rental incentives
receivable;
Variable lease payments based on index or rate;
Amounts expected to be paid by the lessee under residual value guarantees;
The exercise price of a purchase option if the lessee is reasonably certain to
exercise that option, and

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

Rental payments are deducted using the implied lease interest rate or the tenant's
additional borrowing price, if they are not available, which is the rate at which the
lessee must pay to borrow the funds needed to obtain an asset of comparable value
in a similar economic environment with similar terms and conditions.

Right of use assets are measured at cost comprising the following:

The amount of the initial measurement of lease liability;
Any lease payments made at or before the commencement date less any lease
incentives received;

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

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

-10 -




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

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

« Reliance on previous assessments on whether leases are onerous.

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

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

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

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

. Basis of Consolidation financial statements

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

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

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

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

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

The results of the subsidiary are incorporated into the consolidated statement of
income from the effective date of acquisition, which is the date on which actual
control over the subsidiaries is assumed by the Bank. Moreover, the operating results
of the disposed subsidiary are incorporated into the consclidated statement of income
up to the effective date of disposal, which is the date on which the Bank loses control
over it's subsidiary.

Non-controlling interests represent that part of the equity that is not owned by the

Bank. Non-controlling interests are presented in the net assets of the subsidiary are
presented separately in the Bank's statement of equity.
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The Bank's subsidiary as of June 30, 2019 are as follows:

- Arab Co-operation for Financial Investments {(ABCI)

Arab Co-operation for Financial Investments is wholly owned by the Bank. The Company’s
objective is to perform brokerage investments on behalf of its client’s in addition to
providing financial consultation services on stock exchange investing. Its paid-up capital
amounted to JD 15,600,000, total assets amounted to 1D 37,298,951 and total liabilities
amounted to JD 12,524,176 as at June 30, 2019. Its total revenue amounted to ID
1,719,809 and total expenses amounted to JD 1,137,510 for the six month ended June
30, 2019, before excluding any transactions, balances, revenue, and expenses between
the Company and the Bank.

Control is achieved when the Bank:

has the power over the investee;

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

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

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

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

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

Potential voting rights held by the Company, other vote holders, or other parties;
Rights arising from other contractual arrangements; and

Any additional facts and circumstances that indicate that the Bank has, or does not
have, the current ability to direct the relevant activities at the time that decisions
need to be made, including voting patterns at previous shareholders’ meetings.

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

.

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

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

Derecognizes the fair value of any investment retained.

Derecognizes any gain or loss in the income statement.

Reclassifies owners’ equity already bocked in other comprehensive income to the
profit or loss statement, as appropriate.
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4. Significant accounting Estimates and key sources of uncertainty estimates

Preparation of the accompanying condensed consclidated

interim financial

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

future.

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

Extension and termination options of lease contracts

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

In_determining the lease contract term, management considers all facts and

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

Discounting of lease payments
Lease payments are discounted using the bank's additional borrowing rate ("IBR").

The management has applied the judgements and estimates to determine the

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

5. Cash and balances at Central Bank of Jordan
The details of this item is as follows

Cash on hand

Balances at centrai bank of Jordan:
Current accounts and demand deposits
Term and notice deposits

Statutory cash reserve
Total

June 30, December 31,
2019 2018
D D
7,558,880 7,181,334
719,639 204,976
38,411,087 41,634,469
46,689,606 49,020,779

- The statutory cash reserve amounted to JD 38,411,087 as of June 30, 2019 (1D
41,634,469 as of December 31, 2018).

- There are no restricted balances except for the statutory cash reserve as of June 30,
2019 and December 31, 2018.

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

ended June 30, 2019.

The movement on the cash and balances at Central Bank of Jordan is as follows:

Total balance at the
beginning of period

New balances during the
period

Settled balances

Total balance at the end of

period

Stage (1) Stage (2)
Individual Individual Stage (3) Total
D D D 1D
41,839,445 - - 41,839,445
(2,708,719) - - (2,708,719)
39,130,726 - - 39,130,726
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Financial assets at fair value through other comprehensive income

The details of this items are as follows:

Shares listed in active market

Shares not- listed in active market
Government guaranteed bonds
Governmental Bills

Other financial bonds

Less: Provision of expected credit loss

June 30, December 31,
2019 2018
D D
566,897 600,090
1,069,215 1,069,478
114,517,373 92,160,082
6,434,947 10,525,794
10,698,667 -
(56,329) {97,964)
133,230,770 104,257,480

through other comprehensive income for the period is as folliows:

The movement on provision of the expected credit loss for the financial assets

December 31,

June 30, 2019 2018
Stage (1) Stage (2) Stage
individual individual (3) Total Total
D D D D
Balance at the beginning of the period 12,322 85,641 “ 97,963 -
Effect of implementing IFRS (9) - - - - 161,332
Adjusted balance 12,322 85,641 - 97,963 161,332
Impairment loss on new balances during
the period - - - - -
Recoveries from impairment loss on settled
balances during the period (3,725) (37,909 - (41,634) (63,368)
Impairment loss on new investments during
the period - - - - -
Balance at the end of the period 8,597 47,732 - 56,329 97,964

- The movement on the financial assets through other comprehensive income is as

foliows:

June 30, 2019

Stage(1) Stage (2) Stage
individual individual (3) Total Total
D D D D D
Balance at the beginning of the
period 100,915,483 3,439,961 - 104,355,444 175,317
Transfers from financial assets
at fair value in other
comprehensive income - - - - 670,416
Transfers from financial assets
at amortized cost - - - - 73,850,903
Adjusted Balance 100,815,483 3,439,961 - 104,355,444 74,696,636
New investments during the
period 35,878,424 57,306 - 35,935,730 100,364,677
Transfers between stages - - - - -
Matured investments (8,788,135) - - (8,788,135) (70,566,457)
Change in fair value 1,771,422 12,638 - 1,784,060 (139,322)
Total balances at the end of the
period 129,777,194 3,509,905 - 133,287,099 104,355,444

- There are no transfers between stages (1, 2 and 3) or written off balances during the six

months period ended June 30, 2019.
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9. Financial assets at amortized cost
The details of this item is as follows:

June 30, December 31,
2019 2018
D 1D
Unquoted Financial Assets:
Government and Government guaranteed financial
1- bonds 135,415,789 140,929,362
| Cther financial bonds 35,000,000 37,000,000
| 170,415,789 177,929,362
Less: Expected credit loss provision {(31,670) (60,800)
170,384,119 177,868,562
Bonds and treasury bills analysis:
Fixed return 163,415,789 170,929,362
Variable return 7,000,000 7,000,000
Total 170,415,789 177,929,362
Bond Analysis IFRS 9:
Stage (1) 170,415,789 177,929,362
| Stage (2) - -
| Stage (3) - -
Total 170,415,789 177,929,362
w The movement on the financial assets at amortized cost is as follow:
|
| December31,
| June 30,2019 2018
| Stage (1)  Stage (2)
Individual Individual Stage (3) Total Total
D D D D D
Balance at the beginning of the 177,929,362 - - 177,929,362 322,727,016
period
Transfer from financial assets and - - - - (73,850,903)
fair value through other comprehensive
income
Adjusted Balance 177,929,362 - - 177,929,362 248,876,113
New investments during the period 36,484,589 - - 36,484,589 43,938,822
Matured investments (43,998,162) - - {43,998,162) (114,885,573)
Amounts transferred to stage 1 - - - - -

Total balance at the end of the 170,415,789

170,415,789

177,929,362

period

The movement on the expected credit loss provision for financial assets at

amortized cost is as follows:

December 31,

June 30, 2019 2018
Stage (1) Stage (2)
Individual Individual Stage 3 Total Total
D b D D D
Balance at the beginning of the peried 60,800 - - 60,800 -
Effect of implementing IFRS (9) - - - - 311,457
60,800 - - 60,800 311,457
Impairment loss on the new balances
during the period - - - - 35,447
Recovered amounts from losses on
paid balances {29,130) - - {29,130} (286,104)
Balance at the end of the period 31,670 - - 31,670 60,800
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10.

Financial assets at amortized cost-Mortgaged

The details of this item is as follows:

June 30, December 31,
2019 2018
D D
Government and Government guaranteed financial bonds 35,015,496 35,018,148
Total 35,015,496 35,018,148

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

On December 26, 2018 the Bank sold two bonds of Jordanian treasury bonds with
a nominal value of JD 20,000,000 to Arab Bank. The agreed upon repurchasing
amount was JD 19,773,780, the received amount was JD 19,378,304 as loan with
5.5% annual interest rate The Bank did not recognize this transaction as sale
transaction, as the bank reserved the right of repurchase of these bonds on
December 26, 2021.

11. Direct credit facilities - net

The details of this items are as follows:
June 30, December 31,
2019 2018

Individual (Retail) D D
Overdrafts* 23,748,730 23,977,527
Loans and bills ** 255,004,485 247,331,833
Credit cards 4,431,556 4,793,945
Real Estate loans 78,240,216 79,254,369
Corporate
Overdrafts* 103,974,320 101,956,211
Loans and bills ** 176,060,112 175,190,734
Small and medium enterprises
Overdrafts* 6,412,798 7,469,308
Loans and bills ** 13,497,960 12,149,454
Government and public sector *** 860,638 933,726
Total 662,230,815 653,057,107
Less: Interest in suspense (9,174,001) (8,123,387)
Less: Expected credit loss (34,598,795) (31,402,358)
Direct credit facilities — net 618,458,019 613,531,362

* Net of interest and commission received in advance amounting to JD 13,878 as of
June 30, 2019 (JD 21,008 as of December 31, 2018).

¥k

Net of interest and commissions received in advance amounting to 1D 108,738 as
of June 30, 2019 (ID 281,582 as of December 31, 2018).

At June 30, 2019, non-performing credit facilities amounted to JD 44,600,130 (3D
(31,413,978 as of December 31, 2018) which represent 6.735% as of June 30,
2019 (4.81% as of December 31, 2018) of gross facilities.

At June 30, 2019, non-performing credit facilities after deducting interest
suspended amounted to 1D 35,426,129 (1D 23,290,591 as of December 31, 2018)
which represent 5.425% as of June 30, 2019 (3.611% from the opening balance
as of December 31, 2018).

At June 30, 2019, the credit facilities that granted to the Jordanian government
with guarantee amounted to JD 860,638 (JD 933,726 as of December 31, 2018)
which represent 0.130% as of June 30, 2019 (0.143% as of December 31, 2018)
of gross facilities.
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Interest in Suspense;

The detailed movement on interest in suspense is as follows:

Companies
Large
Real Corporate
For the Six-month Ended on June 30, 2019 Individuals Estate Customers SMEs Total
D JD D D JD
Balance - beginning of the period 6,024,151 161,933 1,471,220 466,083 8,123,387
Add: Suspended interest during the period 718,940 47,665 454,435 125,790 1,346,830
Less: Interest in suspense reversed to
income (170,445) (10,656) (11,445) (5,786) {198,332}
Written-off suspended interest {59,129) (2,769) - {35,986) {97,884}
Balance - End of the Period 6,513,517 196,173 1,914,210 550,101 9,174,001
For the Year Ended December 31, 2018
Balance - beginning of the period 6,479,155 246,673 2,952,327 268,081 9,946,237
Add: Suspended interest during the period 1,525,468 102,459 341,273 214,581 2,183,781
Less: Interest in suspense reversed to
income (409,755) (58,796) (21,241) (14,791) (504,583)
Written-off suspended Interest (1,570,718}  (128,403)  (1,801,139) (1,788)  (3,502,048)
Balance - End of the Period 6,024,151 161,933 1,471,220 466,083 8,123,387
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12. Other assets

*k

The details of this item are as follows:

Revenue and interest under collecticn

Prepaid expenses

Assets seized by the Bank against due debts
Assets / profits of unrealized financial derivatives
Other receivables/brokerage company

Land held for sale/brokerage company
Discounted LC’s

Other

Total

The details of the movement on the real state that was sized by bank due to outstanding

debt are as follows:

Balance at the beginning of the period
Additions

Disposals
Provision for Assets seized for the year **

Balance - End of the Year

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

consecutive years.

The provision for the real state is 1D 603,964 as of June 30, 2019, (JD 603,964 as of 31

December 2018)

- 24 -

June 30, December 31,
2019 2018
D D

6,292,003 5,812,242
1,135,489 967,673
1,880,285 1,794,702
370,131 419,561
89,188 185,498
1,849,850 1,849,850
19,180,897 14,864,902
2,514,841 2,110,882
33,312,684 28,005,310

for the six-
months

for the year

period ended ended in
in June 30, December 31,
2019 2018
ID D

1,794,702 1,851,835
85,583 161,748
(218,881)

1,880,285 1,794,702




t

13. Customers’ deposits
This item consists of the following:

Small and Government

Large medium and public
Individual Companies  companies sector Total
D D il D o
For the Six-Months ended as of June 30, 20198
Current and demand deposits 49,150,331 13,079,133 12,562,136 2,737,225 77,528,825
Saving accounts 27,907,966 246,644 218,489 306,692 28,679,791
Time and notice deposits 292,206,226 167,504,181 4,950,442 73,947,364 538,617,213
Total 369,264,523 180,829,958 17,740,067 76,991,281 644,825,829
For the vear ended as of December 31, 2018
Current and demand deposits 54,103,181 16,158,699 12,690,656 1,878,889 84,831,425
Saving accounts 31,508,592 217,639 493,315 81 32,219,627
Time and notice deposits 279,115,607 163,362,111 9,040,232 78,949,187 530,467,137
Total 364,727,380 179,738,449 22,224,203 80,828,157 647,518,189

- Jordan Government and public sector deposits amounted to JD 76,991,281 as of June
30, 2019 (JD JD80,828,157 as of December 31, 2018) representing 11.940% (12.483%
as of December 31, 2018) of total customers’ deposits.

- Non-interest bearing deposits amounted to JD 82,707,069 as of June 30, 2019 (JD
94,033,662 as of December 31, 2018) representing 12.826% (14.522% as of December

31, 2018) of total deposits.

Restricted deposits amounted to JD 91,095,411 as of June 30, 2019 (JD 19,175,126 as

of December 31, 2018) representing 14.127% (2.961% as of December 31, 2018) of

total deposits.

- Dormant accounts amounted to JD 11,326,250 as of June 30, 2019 (JD 15,831,785 as

of December 31, 2018).

14. Margin Accounts
This item consists of the following:

Margins on Direct credit
Margins on Indirect credit
Other Margins

Total

- 25~

June 30, December 31,
2019 2018
D D
41,735,011 41,327,984
5,990,849 7,545,831
2,366,388 2,660,876
50,092,248 51,534,691




15. Borrowed funds
This item consists of the following:
Number of Payments
Total no. of Cutstanding Instalments Interest
Amount Payments payments maturity collaterals rate
June 30, 2019 i)
Mortgage
bonds of
Borrowing from Arab bank¥* 14,576,373 1 1 36 Months central hank 5.290%
Mortgage
bonds of
Borrawing from Arab bank** 19,378,304 i 1 36 Mcnths central bank 5.500%
Borrowing from Central Bank of Jordan®*#* 972,000 30 22 Semi Annual - 2.500%
Borrowing from Central Bank of Jordan**** 439,678 34 34 Semi Annual - 3.000%
| Borrowing frem Central Bank of Jordan 72,334 30 28 Monthly - 1.750%
| Real Estate Mortgage Refinance Company **#¥* 916,205 236 42 Menthly - 6.850%
Mortgage
deeds loan
Real Estate Mortgage Refinance Company 15,002,260 1 1 24 Months Portfolio 5.500%
Mortgage
deeds ioan
Real Estate Mortgage Refinance Company 20,000,000 1 1 24 Months Portfolio 5.650%
1 Mortgage
: deeds loan
| Real Estate Mortgage Refinance Company 5,000,822 1 1 24 Months Portfalio 6.000%
Arab Banking Corporation (Bahrain)** ¥ 3,722,250 1 1 2 Weeks - 2.600% 3
Total
80,080,226
| December 31, 2018
} Mortgage
| bonds of
Borrowing from Arab bank* 14,576,373 1 1 36 Months central bank 5.290%
| Mortgage
| bands of
Borrowing from Arab bank** 19,378,304 1 1 36 Months central bank 5.500%
Borrowing from Central Bank of Jordan*** 1,066,500 30 24 Semi Annual - 2.500%
| Borrowing from Central Bank of Jordan**** 220,697 34 34 Semi Annual - 3.000%
Borrowing from Central Bank of Jordan 34,860 30 30 Monthly - 1.750%
Real Estate Mortgage Refinance Company
: FkkRE 1,016,559 236 48 Monthly - 6.809%
| Mortgage
deeds loan
: Rea! Estate Mortgage Refinance Company 15,000,000 1 1 24 Months Portfolio 5.500%
| Mortgage
: deeds loan
Real Estate Mortgage Refinance Company 20,000,783 1 i 24 Months Portfotio 5.650%
Mortgage
deeds loan
Real Estate Mortgage Refinance Company 5,000,000 1 1 24 Months Portfolio 6.000%
Arab Banking Corporation {Bahrain)****** 2,836,000 1 1 2 Weeks - 3.300%
| Total 79,130,476
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The funds borrowed from the Arab Bank of JOD 14,576,373 represents, a repurchase
agreement of treasury bonds amounted to nominal value of 15,000,000 JOD, that
the bank holds the repurchase right of these bonds on September 5, 2021

The funds borrowed from the Arab Bank of JOD 19,378,304 represents, repurchase
agreement of treasury bonds amounted to nominal value of 20,000,000 JOD, that
the bank holds the repurchase right of these bonds on December 26, 2021

The funds borrowed from the Central Bank amounted 1D 972,000 as of June 30, 2019
that represent the loan agreement of the Arab Fund for Economic and Social
Development to finance the sector of micro, small and medium enterprises (ID
1,066,500 as at December 31, 2018).

The funds borrowed from the Central Bank amounted 439,678 dinars as of June 30,
2019 represent the loan agreement of the Arab Fund for Economic and Social
Development to finance the sector of micro, small and medium enterprises (220,697
dinars as at December 31, 2018).

The amount of the money that re-lending reached 3D 916,205 at an average interest
rate of 6.85 % as of June 30, 2019 (JD 1,016,959 and an interest rate of 7.709% as
of December 31, 2018).

The funds borrowed from the ABC Bank Bahrain of 1D 3,722,250, represents a finance
agreement for the ABC Investment.

Income tax

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

June 30, December 31,
2019 2018
JD JD
Batance at the beginning of the period/ year 4,998,955 5,952,374
Income tax paid (3,892,223) {6,040,094)
Accrued income tax 939,666 5,086,675
Balance at the end of the period/ year 2,046,398 4,998,955

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

For the Six-Months Ended as of
June 30, 2019

2019 2018
D JD
Current income tax liabilities for the period 939,666 2,382,081
Deferred tax assets for the period (585,243) (301,861)
Reversal of deferred tax assets 1,173,149 728,813
1,527,572 2,809,033
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B. Deferred tax assets/Liabilities

1. Deferred tax assets:
The movement on deferred tax assets during the period is as follows:

December 31,

June 30, 2019 2018
D JD
Provision for impairment losses from prior years 3,441 4,669
Fair value reserve 43,408 -
Difference in impairment provision 536,835 125,439
Reserves at fair value for financial assets- stocks 27,757 15,143
Reserves at fair value for financial assets- bonds - 37,799
Deferred tax assets result from adoption of IFRS (9)
from Retained earnings 5,068,880 5,704,879
Employee reward provision 151,301 513,377
Balance - End of the Period/Year 5,831,622 6,401,306
2. Deferred tax Liabilities:
The movement on deferred tax assets during the period is as follows:
Unrealized gain on financial assets results from
adoption of IFRS (9) 1,236 1,236
Gains on Financial assets at fair value through other
Comprehensive Income - 5,658
Fair value reserve for financial instruments- Bonds 690,656 -
Balance - End of the Period/Year 691,892 6,894
The movement on Assets/Liabilities deferred taxes as follows:
For the six months ended 30 For the Year Ended 31
June, 2019 December, 2018
Assets Liabilities Assets Liabilities
D D D D
Balance - beginning of year 6,401,307 6,894 720,116 1,139
Additions 641,266 690,656 6,387,018 5,755
Released (1,210,951) {5,658) {(705,828) -
Balance - End of the period 5,831,622 691,892 6,401,306 6,894

The statutory tax rate on banks in Jordan is 35%, 3% National Aid fund and the statutory

tax rate on the subsidiary is 24%, 4% National Aid fund.

A final settlement with Income Tax Department has been reached for the bank and the

subsidiary for the year 2016.

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

The income tax declaration for the subsidiary company was submitted for the year 2015
and was reviewed by the Income and Sales Tax Department. A decision was issued to
claim additional taxes of 1D 44,370, However, the company ohjected to the decisicn of
the objection authority, and the objection authority issued the decision and agreed on
the additional taxes amount, accordingly, the company appealed the decision of the
objection authority at the Tax Court of First Instance and the case is still pending.

-28 -




17. Other liabilities
The details for this item is as follows:

June 30, December 31,
2019 2018
D D
Interest payable 7,192,689 6,679,768
Revenue received in advanced 160,814 160,374
Accounts payable 7,430,462 5,725,893
Unpaid and accrued expenses 1,322,916 2,258,655
Losses derivative financial liabilities / Unrealized 181,895 23,537
Certified chegues withdrawn by the bank 2,785,106 1,167,980
provision for expected credit fosses for Off -
balance sheet items 372,492 549,884
Incentives for the board of directors 40,000 80,000
Transfers held for payment 1,112,199 369,685
Deferred income 88,064 101,415
Other Habilities 2,006,181 1,804,060
Total 22,692,818 18,921,251

* The movement on the indirect facilities on collective basis as of the end of the period was as follows:

December 31,

June 30,2019 2018
Stage (1) Stage (2)
Individual Collective Individual Collective Stage (3) Total Total
Jp D JD Jbp iD JD 1D
Balance at the beginning of
the period 161,450,455 7,436,611 13,257,246 155 182,184,467 227,635,268
New exposure during the period 98,785,090 1,025,742 3,956,061 276 103,771,169 75,884,253
Matured exposure {98,159,880) (1,315,584) (6,309,735) {2) {105,785,201) (119,832,319)
Transferred to stage (1} 1,200,280 3,030 (1,200,280) (3,030) - -
Transferred to stage (2} (2,365,417) - 2,365,417 - - -
Transferred to stage (3) - - - - _ -
Adjustments that resufted from
reclasslification between the
three stages 596,574 - (53,584) 2,877 545,867 (1,502,735)
Balance at the ending of the
period 161,547,102 7,153,799 12,015,125 276 180,716,302 182,184,467

The movement on the impairment loss for the indirect facilities on a collective basis as of the
end of the period was as follows:

DPecember 31,

June 30,2019 2018
Stage (1) Stage (2)
Individual Collective Individual Cotlective Stage {3) Total Total
h i) Jb Bl 1D D D JD

Balance at the beginning of the
period / year 442,272 14,047 93,559 7 - 549,885 -
Effect of IFRS 9 - - - - - - 661,487
Adjusted balance 442,272 14,047 93,559 7 - 549,885 661,487
Impairment loss on the new

exposure during the year 122,279 1,780 59,805 12 - 183,876 314,581
Recoveries from impairment

losses on matured exposure (292,403) {3,152} {62,005) 1 - (357,559} {314,760)

Transferred to stage (1) 1,749 5 (1,749) (5) - - -
Transferred to stage (2) (7,557) - 7,557 - - - -
Transferred to stage {3) - - - - R N _
Adjustments that resulted from

reclassification between the

three stages {803) - (2,905} (2) - (3,710) (84,424)
Balance at the ending of the
period 265,537 12,680 94,262 13 - 372,492 549,884
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18. Paid-up Capital
The paid-up capital amounted to 1D 110,000,000 divided into 110,000,000 shares at a

par value of 1D 1 per share as of June 30, 2019 (JD 110,000,000 as of June 30, 2019
December 31, 2018).

Dividends distribution:
The Board of Director approved in its meeting held on April 21, 2019, the distribution of
cash dividends amounting to JD 8,250,000 equivalent to 7.5% of the paid in capital.

19. Reserves:
The details of the reserves as of 30 June, 2019 and December 2018 as follows:

a. Statutory Reserve
The total amounts in the account includes the transferred profits before taxes in

proportion of 10% during the year and the previous year according to the bank's
regulation and it is not distributable among shareholders.

b. _ Voluntary reserve
The total amounts in this account includes transferred profits before taxes in proportion

of 20% during the year of and the previous years. The voluntary reserve is used in
specified situations according to the board of directors and the general assembly have

20

the authorization to distribute all of it or any part of it as dividends to shareholders

. Fair value reserve — net

June 30, 2019 2018
JD 1D
Balance at the beginning of the year (77,148) (84,566)
Unrealized profits (losses) 1,798,081 (39,866)
Deferred tax liabilities {684,998) (5,658)
Deferred tax assets (25,187) 52,842
Balance at the End of the Period/ Year 1,010,748 (77,148)
21. Retained earnings
This item consists of the following:
June December 31,
30, 2019 2018
D 1D
Balance at the beginning of the year 22,378,254 17,939,516
Net effect of international financial reporting
standard no. (9) implementing - (9,368,807)
Calculation of deferred tax assets due to
application of IFRS 9 - 5,082,137
Adjusted balance at beginning of the period/ year 22,378,254 13,652,846
Total comprehensive income for the period / year - 9,716,214
Transfer of reserves according to central bank
instructions - 5,930,328
Transfer during the period / year - (1,421,134
Cash dividends distributions (8,250,000) (5,500,000
14,128,254 22,378,254

This itern consists of the following:

Balance at the End of the Period/ Year

-30-
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Retained earnings includes a restricted amount of JD 5,831,622 as at June 30, 2019 (JD
6,401,306 as in December 31, 2018) which represents the negative change in financial
assets at fair value and an amount of JD 1,010,748 from the retained earnings for the
accumulated changes in the fair value.

Retained earnings includes an amount of JD 2,017 as of June 30, 2019, (JD 2,017 as of
December 31, 2018) which represents the effect of early implementation of the IFRS
no. (9). this amount may not be used except for the amounts actually realized from
sale.

22. Expected Credit Loss Provision on Financial Assets
The Bank start applying the international financial reporting standard no {9) from the

begging of January 2018 which require the bank to calculate the expected credit loss
for the financial assets.

This item consists of the following:

For the Period
Ended June 30,

2019 2018
ID D
Deposits balances in Banks and financial institutions {1,303) (23,428)
Financial assets at fair value from other
comprehensive income (41,635) (20,348)
Financial assets in amortized cost {29,130) (19,503)
Direct credit facilities 3,196,451 534,650
Discounted Letters of credit (18,585) 3,230
Interests and revenues receivable 550 -
Off- balance sheets items (177,393) 30,853
2,928,955 505,454
23. Interest income
This item consists of the following:
For the Six-Month
Ended as of June 30,
2019 2018
Direct credit facilities D JD
Consumers (Retail)
Overdrafts 39,513 50,729
Loans and bills 11,816,264 11,201,268
Credit cards 407,647 447,131
Real — estate loans 3,021,913 3,059,408
Companies
Large
Overdrafts 3,230,222 2,774,085
Loans and bills 6,107,753 5,041,470
Small and medium enterprises
Overdrafts 224,308 215,956
Loans and bills 464,099 551,238
Government and public sectors 27,587 24,704
Balances at Central Bank of Jordan 5,096 273,356
Balances at banks and financial institutions 919,445 637,321
Financial assets through statement of other
comprehensive income 2,898,481 1,964,779
Financial assets at amortized cost 4,799,425 4,321,059
Interest income on margin financing for the
subsidiary's customers 1,370,954 1,275,343
Interest income on interest rate swap contracts 244,529 305,139
35,577,236 32,142,986
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24. Interest expense
This item consists of the following:

For the Six-Month
Ended as of June 30,

2019 2018
JD D

Banks and financial institutions deposits 3,251,462 2,340,901
Customers’ deposits:
Current accounts and demand deposits 18,180 16,834
Saving accounts 103,554 178,075
Time and notice deposits 11,954,441 10,527,817
Margin accounts 671,606 666,522
Borrowed funds 2,155,708 1,195,253
Deposit guarantee fees 410,739 593,226
Interest on lease liability 102,434 -
Interest paid on interest rate swap contracts 385,423 343,126

19,053,547 15,861,754

25. (Profit) from financial assets at fair value through Other comprehensive

Income
The details for this item are as follows:

30 June, 2019 June 30, 2018

D b
Stock dividend 35,286 29,472
Profit from selling Bonds 6,200 295,887
Total 41,486 325,359

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

The details for this item are as follows:

For the Six Months

Ended June 3Q,

2019 2018
D b
Profit for the period 3,304,070 5,462,327
Weighted average number of shares 110,000,000 110,000,000
Basic and diluted earnings per share (JD/ Fils) 0.030 0.050

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

For the Six Months Ended June 30,

2019 2018
b iD
Cash and balances with Central Bank of
Jordan
maturing within three month 46,689,606 58,739,229
Add: Balances at banks and financial
institutions maturing within 3 month 93,194,521 75,246,024
Less: Banks and financial institutions” deposits
maturing within 3 month (220,226,977) {218,948,842)
Total (80,342,850) (84,963,589)
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28. Related Parties transactions

The accompanying consolidated condensed interim financial statements include the
Bank and the financial statement of following subsidiary:

Paid-up capital

June 30, December 31,
Company name Ownership 2019 2018
% D JD
Arab Co- operation for Financial
Investments Company Ltd 100 15,600,000 15,600,000

All the balances and transactions between the Bank and the subsidiary company were
eliminated.

The Group entered into transactions with parent and affiliated companies, directors, senior
management and their related concerns in the ordinary course of business at commercial interest
and commission rates. All the loans and advances granted to related parties are performing loans
and are free of any provision for impairment.
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29. Segment analysis
a. Information on Group business segment:

For management purposes, the Bank was organized into the following major operating
segments measured in accordance with the reports that are used by the chief executive

decision maker:

- Retail banking.

- Corporate banking.

- Treasury.

The following are the information of the bank’s business segments:

Total inceme

{Provision} for impairment loss an direct
credit facilities

Provision for Impairment of Assets

international financial reporting standard

no. (9)

Results of the Sector
Unallocated segmenta! expenses

Profit for the period before tax
Income tax
profit for the Period

Capital expenditures

Depreciation and amortization

Other information
Segmentai assets

Unallocated segmental assets

Total Assets

Segmental liabilities
Unailocated segmental liabilities
Total Liakilities

Total
For the six-month ended as of
June 30,
Retaif Corporate Treasury QOther 2019 2018
D il o] iy i D

17,406,557 11,387,812 11,174,562 119,032 40,087,963 36,956,252
{990,580) {1,929,924) (8,451) - (2,928,955) (505,454)
480 194,948 72,068 - 267,496 -
9,736,155 3,491,086 3,741,212 21,455 16,589,952 20,589,043
(12,158,310) (12,317,683)
42,258,146 44,722,158
(1,527,572) (2,805,033)
3,304,070 5,462,327
(2,048,147) (3,063,169)
(1,228,892) (728,129)
326,807,540 296,336,018 530,302,480 ~ 1,153,446,038 1,121,643,195
- - - 28,798,944 28,798,944 24,259,856
326,807,540 296,336,018 530,302,480 28,798,944 1,182,244,982  1,145,903,091
586,712,864 160,416,243 268,931,274 - 1,016,060,381 977,082,452
- - - 9,863,86% 9,863,869 8,641,833
586,712,864 160,416,243 268,931,274 9,863,865 1,025,924,250 985,724,325

b. 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 shows the distribution of the Bank’s operating income and capital
expenditure by geographical segmentation:

Inside Jordan Qutside Jordan Total
June 30, June 30, June 30, June 30, June 30, June 30,
2019 2018 2019 2018 2019 2018
D D D 1D D D
Total income 38,516,987 35,292,743 1,570,976 1,663,509 40,087,963 36,956,252
Capital expenditures 1,485,514 3,063,169 562,632 2,048,146 3,063,169
Inside Jordan Outside Jordan Total
June 30, December 31, June 30, December 31, June 30, December 31,
2019 2018 2019 2018 2019 2018
iD JD iD JD D b
Total assets 1,093,841,198 1,048,594,849 88,403,784 97,308,242 1,182,244,982 1,145,903,091
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30. Capital adequacy ratio

The capital adequacy ratio is calculated in accordance with the instructions of the Central
Bank of Jordan based on the decisions of Basel III. The following is the capital adequacy

ratio compared to the previous period:

Common equity shareholder rights

Paid-up capital
Retained earnings less proposed dividends
Cumulative change in fair value of financial assets
Share premium
Statutory reserve
Voluntary reserve

Total Capital of Common stock

Regqulatory amendments (deduction from capital)
Goodwill and intangible assets

Deferred tax assets

Total primary Capital

Additional capital

Total Capital (Tierl)

General ranking risk reserve / stage (1) IFRS &

General banking risk reserve / internaticnal financial reporting
standards no. {(9) stage 1 provisicn

Total supporting capital

Total Regulatory capital

Total assets weighted-risk

Capital adequacy ratio (%)
Primary Capital adequacy Ratio (%)

- 36 -

June 30,
2019

December 31,
2018

Thousands JD

Thousands JD

110,000 110,000
14,126 14,126
1,011 (77)

67 67
27,613 27,613
197 197
153,014 151,926
(1,854) (1,494)
(5,832) (6,401)
145,328 144,031
145,328 144,031
3,041 3,025
3,041 3,025
148,369 147,056
758,865 750,459
19.55% 19.60%
19.14% 19.19%
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32. Contingent Liabilities and Commitments
This itemn consists of the following:

Letters of credit:

Import LCs

Export LCs

Acceptances

Letters of guarantee:
Payments
Performance
Other

Unutilized limits

Total

33. Lawsuits raised against the bank

The lawsuits raised against the Bank amounted to 1D 1,568,689 as of June 30, 2019
(JD 1,566,389 as of December 31, 2018). According to the management and legal advisor
opinion, no material liability will arise as a result of these lawsuits in excess of the amounts
already provided for which amounted to JD 638,413 as of June 30, 2019 (JD 638,413 as of

December 31, 2018).

- 40 -

June December
30, 2019 31,2018

il JD
93,218,646 59,993,578
12,698,056 20,762,633
10,527,138 8,665,260
32,928,139 34,457,227
50,337,076 36,998,300
21,361,053 22,985,600
49,372,195 53,922,769

270,442,303 237,785,367
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