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REVIEW REPORT ON THE INTERIM CONDENSED FINANCIAL STATEMENTS
To THE BOARD OF DIRECTORS OF ISLAMIC INTERNATIONAL ARAB BANK
AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed financial statements of ISLAMIC
INTERNATIONAL ARAB BANK (Public Shareholding Company) as at 30 June 2019,
comprising of interim condensed statement of financial position as at 30 June 2019 and the
related interim condensed statements of income, comprehensive income, changes in owners’
equity, cash flows, and sources and uses of funds of Al Qard Al Hasan Fund for the six months
period then ended and explanatory notes. The Board of Directors is responsible for the
preparation and presentation of these interim in condensed financial statements accordance
with the accounting policies described in Note (2) to the interim condensed financial statements.
Our responsibility is to express a conclusion on these interim condensed financial statements
based on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review
Engagements 2410, “Review of Interim Financial 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 Accounting and Auditing Standards for Islamic Financial Institutions 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 interim condensed financial statements are not prepared, in all material
respects, in accordance with the accounting policies described in Note (2) to the interim
condensed financial statements.

Amman — Jordan ';;.,J:’«’W{ﬁf

¥ 2
29 July 2019 gmﬂ:& (

A member firm of Ernst & Young Globat Limited



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY

INTERIM CONDENSED STATEMENT OF FINANCIAL POSITION
As AT 30 JUNE 2019

ASSETS
Cash and balances with Central Bank

Balances with banks and financial institutions

Deferred sales receivables and other receivables — Net

Deferred sales receivables through income statement
ljara muntahia bittamleek assets — Net

Financial assets at fair value through shareholder’s equity - Self
Financial assets at fair value through joint investment accounts

holder's equity

Financial assets at amortized cost — Net
Investments in real estates

Qard Al - Hasan — Net

Property and equipment — Net
Intangible assets — Net

Deferred tax assets

Other assets

TOTAL ASSETS

LIABILITIES

Banks and financial institutions’ accounts
Customers’ current accounts

Cash margin

Other provisions

Provision for income tax

Deferred tax liabilities

Other liabilities

TOTAL LIABILITIES

Joint Investment Accounts Holders' Equity
Unrestricted investment accounts
Total Joint Investment Accounts Holder's Equity

Provision for future expected credit losses

|F:'rovision for income tax on provision for expected credit
0sses

SHAREHOLDERS’ EQUITY
Paid-in capital

Statutory reserve

Voluntary reserve

Fair value reserve - net
Retained earnings

Profit for the period

Total Shareholders’ Equity

Total Liabilities Joint Investment Accounts Holders and

Shareholders’ Equity

Restricted investments

Wakalah investments

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (20) CONSTITUTE AN INTEGRAL PART OF THESE INTRIM
CONDENSED FINANCIAL STATEMENTS.

30 June 31 December
Notes 2019 2018
JD JD
(Unaudited) (Audited)
4 622,867,887 573,279,125
5 17,795,312 20,438,681
6 738,699,303 779,119,614
7 . B
8 660,801,489 657,162,067
5,531,131 5,324,798
1,607,730 1,607,730
9 34,269,841 31,786,910
10 23,048,050 21,794,384
44,099,666 40,510,079
16,644,173 18,042,080
1,297,431 277,636
12 4,251,774 3,348,751
15,172,286 6,355,697
2,186,086,073 2,159,047,552
2,432,432 1,808,186
11 661,889,770 665,748,540
30,211,423 30,914,889
3,202,518 3,006,658
12 8,339,065 12,124,837
12 258,948 180,541
38,914,619 31,382,960
745,248,775 745,166,611
13 1,224,605,535 1,193,071,250
1,224 605,535 1,193,071,250
14 19,060,699 23,994,101
14 1,406,326 2,924,470
20,467,025 26,918,571
100,000,000 100,000,000
30,412,149 30,412,149
4,262,322 4,262 322
422 492 294,566
44,663,619 58,922,083
16,004,156 -
195,764,738 193,891,120
2,186,086,073 2,159,047,552
269,414,132 206,637,799
35,789,120 36,294,140




IsLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY

INTERIM CONDENSED INCOME STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2019 (UNAUDITED)

Deferred sales revenues

Revenues from financial assets at
amortized cost

Net (expenses) from Investment in Real
Estates

Revenues from ljara muntahia bittamleek
assets

Ju'alah commissions

Total Revenues from Joint Investments
Accounts

Unrestricted investment accounts holders
share

Provision for future expected credit losses
share

Bank's share in income from Joint
Investment

as Mudarib and Fund Owner (Rab Al-Mal)
Bank’s revenues from its own investments
Bank’s share in restricted investment
revenues as Mudarib

Bank's share in restricted investment
revenues as agent (Wakeel)

Gains from foreign currencies

Banking services revenues

Other revenues

Gross Income

Expenses

Employees’ expenses

Depreciation and amortization

Other expenses

Depreciation of ljara Muntahia Bittamleek
assets

Provision for expected credit loss — self
Other provisions

Total expenses

Profit for the period before income tax
Income tax expense

Profit for the period
Earnings per Share - Basic / Diluted

For the three months ended For the six months ended 30

30 June June

Notes 2019 2018 2019 2018

JD JD JD JD
13,240,951 12,315,957 25,674,637 23,950,728
326,971 259,359 652,335 545,842
225,457 (187,854) (27,089) (381,450)
13,252,875 12,625,658 26,683,038 24,906,284
156,098 170,184 361,924 269,581
27,202,352 25,183,304 53,344,845 49,290,985
(8,142 ,422) (5,518,128) (14,289,853) (10,537,429)
(898,568) (2,518,631) (3,512,818) (4,929,099)
18,161,362 17,146,545 35,542,174 33,824,457
20,511 41,639 32,188 46,675
267,787 144,596 516,780 251,107
104,322 167,109 251,092 209,320
453,680 404,428 818,978 782,132
2,784,162 2,478,910 5,653,209 4,918,217
92,997 81,794 192,761 165,470
21,884,821 20,465,021 42,907,182 40,187,378
5,818,557 5,310,466 11,554,164 10,491,815
888,647 734,761 1,561,426 1,456,171
2,662,362 2,518,959 5,200,144 4,625,094
5,708 5,359 11,360 10,623
6 30,000 10,000 30,000 10,000
119,261 115,890 220,753 246,652
9,524,535 8,695,435 18,577,847 16,840,355
12,360,286 11,769,586 24,329,335 23,347,023
12 (4,229,528) (3,761,861) (8,325,179) (7,639,297)
8,130,758 8,007,725 16,004,156 15,707,726
0,081 0,080 0,160 0,157

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (20) CONSTITUTE AN INTEGRAL PART OF THESE INTRIM
CONDENSED FINANCIAL STATEMENTS.



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY
INTERIM CONDENSED STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2019 (UNAUDITED)

For the three months ended For the six months ended

30 June 30 June
2019 2018 2019 2018
JD JD JD JD

Profit for the period: 8,130,758 8,007,725 16,004,156 15,707,726
Comprehensive income items:

items will not be reclassified to income statement

Net Change in the fair value reserve 64,582 (29,692) 127,926 (70,536)
Total Comprehensive Income for the period - 8,195,340 7978033  16.132,082 16.637.190

attributable to the Bank’s shareholder

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (20) CONSTITUTE AN INTEGRAL PART OF THESE INTRIM
CONDENSED FINANCIAL STATEMENTS.
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ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY

INTERIM CONDENSED STATEMENT OF CASH FLOWS
FoR THE Six MONTHS ENDED 30 JUNE 2019 (UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES:
Profit for the period before income tax

Adjustments to Non- Cash Items:

Depreciation and amortization

Depreciation of investment in real estate

Depreciation of ljara muntahia bittamleek assets

ECL provision for deferred sales receivables and self transfers

Provision on future expected credit losses

Other provisions

Effect of exchange rate fluctuations on cash and cash equivalents
Cash flows from operating activities before change in the working
capital

Change in working capital Items
Decrease (Increase) in deferred sales receivables and other receivables

(Increase) in ljara muntahia bittamleek assets

(Increase) in other assets

(Increase) in Qard Al - Hasan

(Decrease) in customers’ current accounts

(Decrease) in cash margins

Increase in other liabilities

Net cash flows from (used in) operating Activities before Tax and
Provisions paid

Tax paid

Provisions paid

Net cash flows from (used in) operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
(Purchase) Sale of financial assets at amortized costs — Net
Sale of investment in real estate

(Purchase) of property and equipment
(Purchase) of intangible assets

(Purchase) of financial assets through shareholder's equity

Net cash flows (used in) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Increase in joint investment accounts holders’ equity

Distributed dividends
Net cash flows from Financing Activities

Effect of exchange rate fluctuations on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and Cash Equivalents - beginning of the period

Cash and cash equivalents - End of the Period

For the six months ended 30 June

Note 2019 2018

JD JD
24,329,335 23,347,023
1,561,426 1,456,171
99,251 411,584
31,169,538 31,828,733
30,000 10,000
3,512,818 4,929,099
220,753 246,652
(4,815) (2,968)
60,918,306 62,226,294
34,545,737  (70,154,757)
(36,161,877)  (61,786,693)
(9,642,823) (5,097,252)
(3,589,587) (7,503,878)
(3,858,770)  (30,480,246)
(703,466) (6,199,694)
7,526,839 6,098,593
49,034,359  (112,897,633)
(16,551,560)  (15,100,000)
(24,893) (70,496)
32,457,906  (128,068,129)
(2,492,545) 4,906,893
- 111,975
(1,030,660) (832,393)
(152,654) (52,859)
- (73,332)
(3,675,859) 4,060,284
31,534,285 45,594,947
(14,000,000) (12,000,000
17,534,285 33,504,947
4,815 2,968
46,321,147  (90,409,930)
591,909,620 610,108,349
15 638,230,767 519,698,419

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (20) CONSTITUTE AN INTEGRAL PART OF THESE INTRIM
CONDENSED FINANCIAL STATEMENTS.



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED STATEMENT OF SOURCES AND USES OF AL — QARD AL — HASAN FUND

As AT 30 JUNE 2019

Balance at the beginning of the period/ year

Sources of the fund:
Shareholders’ equity
Total sources of fund for the period/ year

Uses of Fund’s

Personal advances

Revolving Cards

Total uses during the period /year

Total balance

Current and overdrawn accounts

Less: provision for expected credit losses for the period / year
Balance at the end of the period / year — Net

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
40,140,627 27,348,846

(25,902,135)

(42,398,647)

(25,902,135)

(42,398,647)

1,779,094 2,912,117
27,519,655 52,278,311
29,299,649 55,190,428
43,538,141 40,140,627

1,170,656 832,919

(609,131) (463,467)
44,099,666 40,510,079

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (20) CONSTITUTE AN INTEGRAL PART OF THESE INTRIM CONDENSED

FINANCIAL STATEMENTS



ISLAMIC INTERNATIONAL ARAB BANK — PuBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

1. General

The Islamic International Arab Bank (‘the Bank’) was established as a Public Shareholding
Limited Company on 30 March 1997 pursuant to the provisions of the company'’s law No. (22)
of 1997.

The Bank provides all banking, financial, and investment activities that comply with Islamic
Shari’a standards through its headquarters and its 45 branches inside the Kingdom. The Bank’s
activities are subject to the provisions of the Banks' Law in force.

The Islamic International Arab Bank is wholly owned by the Arab Bank.

The interim condensed financial statements have been approved by Sharia Supervisory Board
in it's meeting held on 29 July 2019.

The interim condensed financial statements have been approved by the Bank's Board of
Directors in their meeting No. (4/2019) held on 29 July 2019.

2. Significant Accounting Policies

Basis of Preparation of the Interim Condensed Financial Statements:

The accompanying interim condensed financial statements of the Bank financed from the Bank’s
funds and the joint investment funds have been prepared in accordance with the Financial
Accounting standards issued by the Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI), and in conformity applicable laws and regulations of the Central Bank of
Jordan and in the absence of Financial Accounting Standards issued by the Accounting and
Auditing Organization for Islamic Financial Institutions relating to financial statements items, the
International Financial Reporting Standards and related interpretations are applied in conformity
with the Shari'a standards, pending the promulgation of Islamic Standards therefor.

The Bank applies the standards issued by the Accounting and Auditing Organization for Islamic
Financial Institutions.

The interim condensed financial statements are prepared on the historical cost basis except for
the financial assets at the fair value through owners’ equity and the financial assets at the fair
value through the joint investment account holder’s equity, financial assets at amortized cost
and investment in real estate.

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



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

The interim condensed financial statements do not contain all information and disclosures for
annual financial statements prepared in accordance with Sharia' rules and principles determined
by the Bank's Sharia Supervisory Board and in accordance with Financial Accounting Standards
issued by Accounting and Auditing Organization for Islamic Financial Institutions (AAOQIFI) and
it shall be read in conjunction with the Bank's annual report as of 31 December 2018. In addition,
the results for the six months period ended 30 June 2019 do not necessarily indicate the
expected results for the year ended 31 December 2019 and no appropriation was made for the
six months profit ended 30 June 2019 since it is made at year-end.

On 1 April 2019, a new law was issued that amends the Banks Law No. (28) of the year 2000,
where Article (13) of the law had provisions on the dissolution of Article (55) from the original
law. It states that no less than 10% of net recognized investment revenue on different continuing
operations during the period should be deducted, with twice the amount of the Paid-in Capital
being the maximum. Also, in accordance with the Central Bank of Jordan's Circular No.
9173/1/10, setting aside the surplus of the Investment Risk Fund as a provision for expected
credit losses for to encounter any future risks.

Changes in accounting policies

The accounting policies used in the preparation of the interim condensed financial statements
are consistent with those used in the preparation of the annual financial statements for the year
ended 31 December 2018 except for the adoption of new standards effective as of 1 January
2019.

IFRS 16 Leases

During January 2016, the IASB issued IFRS 16 “Leases” which sets out the principles for the
recognition, measurement, presentation and disclosure of leases.

IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly,
a lessor continues to classify its leases as operating leases or finance leases, and to account
for those two types of leases differently.

IFRS 16 introduced a single lessee accounting model and requires a lessee to recognize assets
and liabilities for all leases with a term of more than 12 months, unless the underlying asset is
of low value. A lessee is required to recognize a right-of-use asset representing its right to use
the underlying leased asset and a lease liability representing its obligation to make lease
payments.

The Bank has adopted IFRS 16 until a corresponding accounting standard is issued by the
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI).



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

3. Uses of Estimates

Preparation of the interim condensed financial statements and application of accounting policies
require the Bank’s Management to perform estimates and assumptions that affect the amounts
of financial assets and financial liabilities, fair value reserve and disclosure of contingent
liabilities. These estimates and assumptions also affect the revenue, expenses and provisions
as well as the changes in fair value reported in the statement of comprehensive income. In
particular, the Bank’'s Management is required to make significant judgements for estimating the
amounts and timing of future cash flows. Moreover, the mentioned assessments are necessarily
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
resulting from the conditions of such estimates in the future. In the opinion of management, the
estimates used in the interim condensed financial statements are reasonable.

We believe that our accounting estimates used in the financial statements are reasonable and
detailed as follows:

A provision for lawsuits raised against the Bank is taken based on a legal study prepared by the
Bank’s legal advisor. The study highlights potential risks that the Bank may encounter in the
future. Such legal assessments are reviewed periodically.

The determination of provision for expected credit losses on financial assets requires the Bank's
management to make judgments. The Bank’s Management is required to make significant
judgements for estimating the amounts and timing of future cash flows, as well as to estimate
any significant increase in the credit risk of financial assets after initial recognition, and to take
into account future measurement information for expected credit losses.

The financial period is charged with its share of the income tax expense in accordance with the
accounting regulations, laws and standards; and the necessary tax provision is calculated.

Management carries out a periodical review of financial assets recorded at cost to estimate any
impairment in their value. This impairment (if any) is recorded in the statement of income
for the year.

Fair value measurement: The standard requires determination and disclosure of the level in the
fair value hierarchy into which the fair value measurements are categorized in their entirety,
segregating fair value measurements in accordance with the levels defined in IFRSs. The
difference between level (2) and level (3) of the fair value measurements, i.e., assessing whether
the inputs are observable and whether the unobservable inputs are significant. This may require
judgement and careful analysis of the inputs used to measure fair value, including consideration
of factors specific to the asset or liability.

Useful lives of tangible and intangible assets:

Management estimates the useful lives of tangible and intangible assets upon initial recognition.
Moreover, Management periodically re-assesses the useful lives of tangible and intangible
assets to calculate annual depreciation and amortization based on the general status of such
assets and the estimates of the productive activities expected in the future. The impairment loss
(if any) is charged to the interim condensed statement of income.



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

The factors that affect the estimated useful lives of tangible and intangible assets include
Management's estimates for the period in which the Bank is expected to use these assets as
well as technological development and obsolescence.

The difference between the useful lives of tangible and intangible assets and Management's
estimates significantly affect the depreciation expense and the gain/ loss arising from their
disposal.

Management periodically revaluates the real estate within the investments in real estate portfolio,
and a provision is taken for any impairment in their value within the provision on future expected
credit losses.

During 2019, the Bank has changed the estimate for the depreciation rates used for the
real estate portfolio, to be 2% instead of 10%. Accordingly, the depreciation expense for
the real estate decreased by JD 397 thousand for the period ended 30 June 2019.

Significant judgement in determining the lease term of contracts with renewal options

The Bank determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or
any periods covered by an option to terminate the lease, if it is reasonably certain not to be
exercised.

The Bank has the option, under some of its leases to lease the assets for additional terms. The

Bank applies judgement in evaluating whether it is reasonably certain to exercise the option to
renew.

4. Cash and balances with Central Bank

Restricted statutory cash reserve amounted to JD 118,158,496 as of 30 June 2019 (JD
111,144,003 as of 31 December 2018).

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

5. Balances with banks and financial institutions

This item consists of the following:

Local Banks and Foreign Banks and Financial
Financial Institutions Institutions Total
30 June 31 December 30 June 31 December 30 June 31 December
2019 2018 2019 2018 2019 2018
JD JD JD JD JD JD
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)
Current and call accounts 16,014,899 17,714,126 1,780,413 2,724,555 17,795,312 20,438,681
16,014,899 17,714,126 1,780,413 2,724,555 17,795,312 20,438,681

- There are no restricted cash balances as of 30 June 2019 and 31 December 2018.
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ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

6. Deferred Sales Receivables and other Receivables - Net

This item consists of the following:

Joint Self Total
30 June 31 December 30 June 31 December 30 June 31 December
2019 2018 2019 2018 2019 2018
JD JD JD JD JD JD
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)

Individuals (Retail)
Murabaha to the purchase order 254,591,249 255,076,989 - - 254,591,249 255,076,989
Ju'alah guarantees 5,604,500 4,682,498 - - 5,604,500 4,682,498
Receivables— ljara Muntahia

Bittamleek 1,349,489 1,357,651 - - 1,349,489 1,357,651
Real estate financing 162,909,970 166,586,092 - - 152,909,970 166,586,092
Corporates
International Murabaha 140,329,004 167,539,110 458,372 457,595 140,787,376 167,996,705
Murabaha to the purchase order 217,428,186 211,449,354 3,304,216 3,143,302 220,732,402 214,592,656
Receivables — ljara Muntahia

Bittamleek 2,792,495 1,446,187 - - 2,792,495 1,446,187
Smalt and Medium Enterprises
Murabaha to the purchase order 55,087,256 57,095,434 - - 55,087,256 57,095,434
Ju'alah guarantees 11,360 16,281 - - 11,360 16,281
Receivables — ljara muntahia

bittamleek 610,812 627,890 3,862 3,972 614,674 631,862
Total 830,714,321 865,877,486 3,766,450 3,604,869 834,480,771 869,482,355
Less: Deferred revenues 63,626,543 65,975,328 363 426 63,626,906 65,975,754
Provision for expected credit
losses 27,157,025 19,740,160 3,460,996 3,298,434 30,618,021 23,038,594
Revenues in suspense 1,519,570 1,331,531 16,971 16,862 1,536,541 1,348,393
Net Deferred Sales Receivables

and Other Receivables 738,411,183 778,830,467 288,120 289,147 738,699,303 779,119,614




ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

30 JUNE 2019 (UNAUDITED)

Expected credit loss Provision for Deferred Sales Receivables, ljara Muntahia bettamleek Al-Qard

Al-Hasan - Self

The following are the movements on the expected credit losses:

Small and
Medium

30 June 2019 (Unaudited) Retail Corporates Enterprises Total

JD JD JD JD
Balance at the beginning of the period 345,613 3,213,789 202,499 3,761,901
Deducted from the profits - 30,000 - 30,000
Settlements during the period 111,505 151,506 15,215 278,226
Balance at the end of the period 457,1 18 3,395,295 217,714 4,070,127
Expected credit losses on non- performing
receivables - stage 3 on individual customer
basis 433,409 3,388,918 215,021 4,037,348
Expected credit losses on watch list
receivables- stage 2 on individual customer
basis 7,752 4,337 195 12,284
Expected credit losses on performing
receivables- stage 1 on individual customer
basis 15,957 2,040 2,498 20,495
Balance at the end of the period 457,1 18 3,395,295 217,714 4,070,127
31 December 2018 (Audited)
Balance at the beginning of the year
(adjusted) 247,942 3,500,050 138,909 3,886,901
Deducted from the profits - 10,000 - 10,000
Recoveries - (135,000) - (135,000)
Settlements during the year 97,671 (161,261) 63,590 -
Balance at the end of the year 345,613 3,213,789 202,499 3,761,901
Expected credit losses on non- performing
receivables - stage 3 on individual customer
basis 331,604 3,206,831 199,585 3,738,020
Expected credit losses on watch list
receivables- stage 2 on individual customer
basis 1,867 5,719 227 7,813
Expected credit losses on performing
receivables- stage 1 on individual customer
basis 12,142 1,239 2,687 16,068

345,613 3,213,789 202,499 3,761,901

Balance at the end of the year

- The provision for expected credit losses is calculated on an individual customer basis.

- Provisions that are no longer required due to settlements or re-payment of debts and
transferred against receivables and other finances amounted to JD 948,155 as at 30 June
2019 (JD 1,421,680 as at 31 December 2018).
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ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

Revenue in Suspense

The following are the movements on revenues in suspense:

Self

Large Corporates
30 June 31 December

2019 2018
JD JD
(Unaudited) (Audited)
Balance at the beginning of the period/ year 16,862 16,364
Add: Revenue in suspense during the period/ year 2,213 498
Less: Revenue in suspense transferred to income during the
period/ year (2,104) -
Balance at the end of the period/ year 16,971 16,862
Joint
Real Small &
Estate Medium
Retail Finances Corporates Enterprises Total
30 June 2019 (Unaudited) JD JD JD JD JD
Balance at the beginning of the period 213,705 79,036 634,305 404,485 1,331,531
Add: R i i
éo ) SienteliatsHSRRnSeILNing the 104,475 40,242 130,915 76,657 352,289

Less: Revenue in suspense transferred to
income during the period/ year
Settlement during the period (3,798) 31 14,102 (10,335) -
Balance at the end of the period 239,712 111,848 772,293 395,717 1,519,570

(74,670)  (7.461) (7,029)  (75,090)  (164,250)

31 December 2018 (Audited)

Balance at the beginning of the year 144,429 47,781 336,001 382,856 911,067
Add: Revenue in suspense during the year 145,224 39,060 514,167 72,835 771,286
Less: Revenue in suspense transferred to

income during the period/ year (75,948) (7,805) (215,863) (51,206) (350,822)
Balance at the end of the year 213,705 79,036 634,305 404,485 1,331,531

7. Deferred Sales Receivables through Income Statement

The sales receivables through income statement — self owned amounted to JD 6,513,267. The
Bank has booked a provision for expected credit losses amounted to JD 6,513,267.
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ISLAMIC INTERNATIONAL ARAB BANK — PuBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

9. Financial Assets at amortized cost - Net

This item consists of the following:

Joint
30 June 2019 31 December 2018
JD JD
(Unaudited) (Audited)

Islamic Sukuk — quoted 27,472,025 23,947,380
Islamic Sukuk — unquoted 6,989,500 8,021,600
Provision for expected credit losses (191,684) (182,070)
34,269,841 31,786,910

*  The above assets have fixed and determinable payments and mature within the period from
2021 until the end of 2025.

Cumulative movement on the provision for expected credit loss as of 30 June 2019:

Item Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
Balance at the beginning of the
period 16,654 165,416 - 182,070
New investments 3,806 = . 3,806

Transferred to stage 1 - - - -
Transferred to stage 2 - - - “
Transferred to stage 3 - - - &

Adjustments during the period 29,396 (23,588) - 5,808
Balance at the end of the period 49, 856 141,828 = 191,684
10. Investments in Real estates
This item consists of the following:
Investment in Real Estate Held for Use:
Joint
30 June 2019 31 December
JD JD
(Unaudited) (Audited)
Investment in real estate 30,422,950 29,142,063
Accumulated Depreciation (2,907,682) (2,808,431)
Impairment provision (4,467,218) (4,539,248)
23,048,050 21,794,384
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ISLAMIC INTERNATIONAL ARAB BANK —~ PUBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

- Buildings within the above real estate portfolio are depreciated using the straight-line method with
2% depreciation rate. During 2019, the Bank has changed the estimate for the depreciation rates
used for the real estate portfolio, to be 2% instead of 10%. Accordingly, the depreciation expense
for the real estate decreased by JD 397 thousand for the period ended 30 June 2019.

11. Customers’ Current Accounts

This item consists of the following:

Small and
Medium Government and
Retail Corporates Enterprises Public Sector Total
As at 30 June 2019
(Unaudited) JD JD JD JD JD
Current accounts 515,463,165 51,045,980 88,529,061 6,851,564 661,889,770
Total 515,463,165 51,045,980 88,529,061 6,851,564 661,889,770
Small and
Medium Government and
Retail Corporates Enterprises Public Sector Total
As at 31 December
2018 (Audited) JD JD JD JD JD
Current accounts 527,765,136 36,860,319 94,897,092 6,225,993 665,748,540
527,765,136 36,860,319 94,897,092 6,225,993 665,748,540

Total

- Government of Jordan and public sector deposits inside the Kingdom amounted to JD
6,851,564 as at 30 June 2019 representing 1% of the total customers’ current accounts (JD
6,225,993 as at 31 December 2018 representing 0.94%).

- Restricted deposits amounted to JD 4,329,512 as at 30 June 2019 representing 0,65 % of the
total customers’ current accounts (JD 4,828,492 as at 31 December 2018 representing 0.68%).

- Dormant accounts amounted to JD 9,304,500 as at 30 June 2019 (JD 8,797,438 as at 31
December 2018).
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ISLAMIC INTERNATIONAL ARAB BANK — PuBLIC SHAREHOLDING LIMITED COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

12. Income Tax
a. Provision for Income Tax

The movement on the provision for income tax is as follows:

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
Balance at the beginning of the period/ year 12,124,837 12,003,114
Income tax paid during the period/ year (12,033,777) (14,992,730)
Income tax paid for prior years (153,960) -
Income tax due on the profit for the period / year 8,401,965 15,114,453
Balance at the End of the period/ year 8,339,065 12,124,837

b. The income tax balance presented in the interim condensed income statement consists of
the following:

30 June 30 June
2019 2018
JD JD
(Unaudited) (Unaudited)
Income tax for the period 8,401,965 7,688,702
Deferred tax assets for the period (131,385) (86,328)
Amortization of deferred tax assets 54,599 36,923

8,325,179 7,639,297

The Bank obtained a final settlement from the Income and Sales Tax Department until 31
December 2017. The Bank submitted its tax returns for 2018 and the declared taxes were
paid but not yet reviewed by the Income and Sales Tax Department.

The accrued income tax for the period ended 30 June 2019 was calculated in accordance

with the Income Tax Law no. (38) of 2018 and in accordance with the Income Tax Law no.
(34) of 2014 for the period ended 30 June 2018.

In the opinion of Management and the tax advisor, the allocations taken are sufficient to meet
tax obligations as at June 30, 2019.

-12 -
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ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

30 JUNE 2019 (UNAUDITED)

The movement on the deferred tax assets and liabilities — Self are as follows:

30 June 2019

31 December 2018

(unaudited) (audited)
Assets Liabilities Assets Liabilities
JD JD JD JD
Balance at the beginning of the period/ year 2,897,830 180,541 2,410,268 227174
Additions during the period/ year 131,386 78,407 597,884 14,253
Amortized during the period/ year (54,598) b (110,322) (60,886)
Balance at the end of the period/ year 2,974,618 258,948 2,897,830 180,541
d. Summary of the Reconciliation between Accounting Income with Taxable Income:
30 June 31 December
2019 2018
JD JD
(unaudited) (audited)
Accounting Income 24,329,335 46,763,068
Add: Unacceptable tax expenses 5,018,071 13,087,999
Tax-exempt Income (164,250) (350,822)
Other adjustments (2,054,995) (3,316,862)
Taxable Income 27,128,161 56,183,383
Statutory income tax rate 38% 35%
Effective income tax rate 42% 42%
Income Tax Provision - Net 10,308,701 19,664,184
Attributable to:
Declared provision — Bank 8,414,266 15,114,453
Declared provision — Investment Risks Fund 1,406,325 3,636,937
Declared provision — Mutual insurance fund * 488,110 912,794
10,308,701 19,664,184

*

The mutual insurance fund has been established to cover defaults on repayments due to death or

total disability of the customers of sales receivables and financing as per the Fund'’s Articles of

Association approved by the Central Bank of Jordan.
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ISLAMIC INTERNATIONAL ARAB BANK - PuBLIC SHAREHOLDING LIMITED COMPANY

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

30 JUNE 2019 (UNAUDITED)

14. Provision for Future Expected Credit Losses

a. The movement on the provision for future expected credit losses is as follows:

Balance at the beginning of the period/year

Add: Transferred from joint investment revenues during

period / year

Amortized losses for the period / Year

Difference in valuation of foreign currencies

Less: income tax
Paid for prior years

Balance at the end of the period/year

The Fund'’s income tax item consists of the following:

Accrued income tax on the transferred amounts from

investment revenues
Deferred tax assets

Amortization of deferred tax assets

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
48,827,864 42,313,499
3,512,818 10,066,140
= (95,355)
(139) (2,245)
(580,090) (3,454,175)
(697,597) -
51,062,856 48,827,864
30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
1,406,326 3,636,937
(888,650) (305,550)
62,414 122,788
580,090 3,454,175

b. The balance of the provision for future expected credit losses is distributed as follows:

Against expected credit losses on deferred sales receivables
Provision for expected credit losses on financial assets at

amortized cost

Against impairment of investments in real estate

Against impairment of seized assets
Provision for expected credit losses for off-balance sheet

items

Remaining Balance (undistributed)

-17 -

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
27,157,025 19,740,160
191,684 182,070
4,467,218 4,539,248
9,571 36,901
176,659 335,384
19,060,699 23,994,101




ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING LIMITED COMPANY

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

- On 1 April 2019, a new law was issued that amends the Banks Law No. (28) of the year 2000,
where Article (13) of the law had provisions on the dissolution of Article (55) from the original
law. It states that no less than 10% of net recognized investment revenue on different continuing
operations during the period should be deducted, with twice the amount of the Paid-in Capital
being the maximum. Also, in accordance with the Central Bank of Jordan’s Circular No.
9173/1/10, setting aside the surplus of the Investment Risk Fund as a provision for expected

credit losses for to encounter any future risks.

The movement on the income tax provision for the Investment Risk Fund is as follows:

Balance at the beginning of the period/year
Less: Income tax paid during the period / year
Add: Accrued income tax for the period/year

Balance at the end of the period/year

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
2,924,470 2,594,950
(2,924,470) (3,307,417)
1,406,326 3,636,937
1,406,326 2,924,470

The Bank obtained a final settlement from the Income and Sales Tax Department until 31
December 2017. The Bank submitted its tax returns for the year 2018 and they were not
reviewed by the Income and Sales Tax Department as of the date of the interim condensed

financial statements.

15. Cash and Cash Equivalent

This item consists of the foliowing:

Cash and balances with the Central Bank maturing
within three months
Add: Balances with banks and financial institutions
maturing within three months
Less: Banks and financial institutions’ accounts maturing
within three months

-18 -

For the six months ended

30 June 30 June

2019 2018

JD JD
(Unaudited) (Unaudited)
622,867,887 507,825,245
17,795,312 18,147,197
(2,432,432) (6,274,023)
638,230,767 519,698,419
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ISLAMIC INTERNATIONAL ARAB BANK - PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

30 JUNE 2019 (UNAUDITED)

17._Segment information

Information about Bank’s Activities

The Bank is organized for administrative purposes based on the reports submitted to the General
Manager and the chief decision maker into three main business sectors:

Retail

These encompass following up on the unrestricted investment accounts, deferred sales receivables
and other financing and banking services related to individuals.

Corporate Accounts

These encompass following up on the unrestricted investment accounts, deferred sales receivables
and other financing and banking services related to the corporates.

Treasury

This segment includes trading services and managing the Bank’s funds.

Below is the information about the Bank’s business segments (amounts in thousands 000 JD):

Total For the six months
Ended 30 June

Retail Corporates Treasury Others 2019 2018
JD JD JD JD JD JD

(Unaudited) (Unaudited)
Gross income (Joint and Self) 26,328 14,198 5,856 38 46,420 45,116
Provision for future expected credit
losses share (2,284) (1,229) - (3,5613) (4,929)
ECL of sales receivables value and
other receivables - self - (30) - - (30) (10)
Result of operations of segments 24,044 12,939 5,856 38 42 877 40,177
Undistributed expenses (6,564) (2,083) (154) (9,747) (18,548) (16,830)
Profit for the period before tax 17,480 10,856 5,702 (9,709) 24,329 23,347
Income tax (5,982) (3,713) (1,950) 3,320 (8,325) (7,639)
Segment’s assets 906,849 430,302 788,522 - 2,125,673 2,017,639
Undistributed assets to the segments - - - 60,413 60,413 52,425
Total segment’s assets 906,849 430,302 788,522 60,413 2,186,086 2,070,064
Segment’s liabilities, joint investment
equity and provision for future expected
credit losses 1,450,523 485,244 2,433 - 1,938,200 1,845,325
Undistributed liabilities to
segments, joint investment equity
and provision for future expected
credit losses - - - 52,121 52,121 46,974
Total segment’s liabilities, joint
investment account and provision

For the six month ended 30
June

2019 2018

JD JD
Capital expenditures = - - 1,205 1,205 885
Depreciation and amortization 826 2 732 1,561 1,456

-20 -



ISLAMIC INTERNATIONAL ARAB BANK — PuBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

18. Commitments and Contingent Liabilities (Off — Balance sheet)

Credit contingent and commitment

Letters of credit
Acceptances

Letters of Guarantee:
Payment

Performance

Others

Unutilized limits — self
Unutilized limits — joint

Total

30 June 31 December
2019 2018
JD JD
(Unaudited) (Audited)
13,149,891 20,677,086
6,566,331 8,706,802
14,813,258 28,890,548
14,325,587 15,312,376
10,855,470 11,212,923
51,529,033 47,045,665
114,793,310 99,619,300
226,032,880 231,464,700

The movement on expected credit losses for indirect facilities and unutilized limits as at the end of the

period/ self is as follow:

Item (JD) Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
Balance at beginning of the period 215,632 73,538 352,224 641,294
Transferred to Stage 1 9414 (7 805) (1 609) _
Transferred to stage 2 (2,319) 2319 _ _
Transferred to stage 3 (1,061) . 1 061 =
Adjustments during the period (95,909) (47,611) (134,706) (278,226)
Balance at the end of the period 125,657 20,441 216,970 363,068
The movement on expected credit losses for unutilized limits/ joint is as follow:
ltem (JD) Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
Balance at beginning of the period 227,331 61,074 46,979 335,384
Transferred to stage 1 19,853 (19,853) - -
Transferred to stage 2 (1,129) 1,129 - -
Transferred to stage 3 - - - -
Adjustments during the period (90,533) (21,213) (46,979) (158,725)
Balance at the end of the period 155,522 21,137 - 176,659

The expected credit loss provision for the off balance sheet- self and joint included in the other liabilities.
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ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

19. Lawsuits against the Bank

The lawsuits filed against the Bank amounted JD 731,113 as at 30 June 2019 with a provision of JD
17,267 (JD 752,732 as at 31 December 2018 with a provision of JD 19,067). Based on the opinion
of the legal advisor, no additional amounts will be claimed from the Bank in respect of those lawsuits.

20. Fair Value Measurement

Financial Instruments are either financial assets or financial liabilities

The Group uses the following methods and alternatives of valuating and presenting the fair value

of financial instruments:
Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

Level 2: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

a. The Bank's Fair Value of Financial Assets and Financial Liabilities Measured at Fair Value on a
Recurring Basis:

Some of the Bank’s financial assets and financial liabilities are measured at fair value at the end of
each financial period. The following table gives information about the method of determining the fair
value of such financial assets and financial liabilities (valuation techniques and key inputs)

Relationship
between
Valuation Significant Unobservable
Fair Value Techniques  unobservable Inputs and Fair
Financial Assets / Financial Liabilities Fair Value as at Hierarchy and Key Inputs Inputs Value
30 June 31 December
2019 2018
JD JD
(Unaudited)  (Audited)
Financial Assets at Fair Value:
Financial Assets at Fair Value
through Shareholders’ Equity -
self
Quoted
prices in the
Financial
Quoted shares 5,426,966 5,324,798  |evel 1 Markets  Not Applicable  Not Applicable

Financial Assets at Fair Value
through joint investment account

Unquoted shares 1,607,730 1,607,730
Total 7,034696 6,932,528

There were no transfers between Level (1) and Level (2) during the second quarter of 2019 and 2018.
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ISLAMIC INTERNATIONAL ARAB BANK — PuBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2019 (UNAUDITED)

b. The Bank’s Fair Value of Financial Assets and Financial Liabilities not Measured at Fair Value on a
Recurring Basis:

Except for what is detailed in the table below, we believe that the carrying amounts of the financial
assets and financial liabilities presented in the Bank’s financial statements approximate their fair
values:

30 June 2019 31 December 2018
Book Value Fair Value Book Value Fair Value Level
JD JD JD JD
(Unaudited) (Unaudited) (Audited) (Audited)

Financial Assets not measured at
Fair Value
Deferred sales receivables 738,699,303 738,876,268 779,119,614 779,452,706  Level 2
Investments in real estate 23,048,050 25,477,076 21,794,384 25,477,076 Level 2
Financial assets at amortized cost 34,269,841 34,555,739 31,786,910 32,071,729 Level 1
Total financial assets not measured
at fair value 796,017,194 798,909,083 832,700,908 837,001,511
Financial Liabilities not measured at
Fair Value
Customers’ current and unrestricted
accounts 1,886,495,305 1,894,169,906 1,858,819,790 1,865,159,062 Level 2
Cash margins 30,211,423 30,392,958 30,914,889 31,089,191 Level 2
o oSl 1,916,706,728  1,924,562,864 1,889,734,679 1,896,248,253

measured at Fair Value

Regarding the items described above, the fair value of the financial assets and liabilities has been
determined for Levels (2) and (3) in accordance with the generally accepted pricing models which reflect
the credit risk with the parties dealt with.
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