Ref.: F200/429/2020
Date: 28/10/2020

To: Jordan Securities Commission
Amman Stock Exchange

Subject: Quarterly — Report
as of 30/09/2020

Attached the Quarterly — Report of Jordan
Kuwait Bank, as of 30/09/2020.

Best regards,

/

éneral Manager
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REVIEW REPORT ON THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
To THE CHAIRMAN AND MEMBERS OF THE BOARD OF DIRECTORS OF JORDAN KUWAIT BANK
(A PuBLIC LIMITED SHAREHOLDING COMPANY)

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial
position of Jordan Kuwait Bank (the “Bank”) and its subsidiaries (together the “Group”) as of
30 September 2020 and the related interim condensed consolidated statements of income and
comprehensive income for the three and nine months period ended 30 September 2020, and
the interim condensed consolidated statements of changes in equity and cash flows for the
nine months period then ended and other explanatory notes. Management is responsible for
the preparation and presentation of these interim condensed consolidated financial statements
in accordance with International Accounting Standard (34) “interim financial reporting” as
amended by the Central Bank of Jordan instructions. Our responsibility is to express a
conclusion on these interim condensed consolidated financial statements based on our review.

Scope of Review

We conducted our review in accordance with 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 statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted
in accordance with International Standards on 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 interim condensed consolidated financial statements are not properly prepared,

in all material respects and in accordance with International Accounting Standard (34) as
amended by the Central Bank of Jordan instructions.

For and on behalf of PricewaterhouseCoopers “Jordan” L.L.C.

azem Sababa
License No (802

Amman, Jordan
28 October 2020

: PricewaterhouseCoopers “Jordan”,3" Circle, Jabal Amman — 14 Hazza’ Al Majali Street, P.O. Box 5175, Amman 11183, Jordan
T: +(962) 6 500 1300, F: +(962) 6 4610880, www.pwc.com
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 30 SEPTEMBER 2020

ASSETS

Cash and balances at central banks
Balances at banks and financial institutions
Deposits at banks and financial institutions
Direct credit facilities-net

Loan at fair value through profit or loss

Financial assets at fair value through comprehensive income

Financial assets at amortized cost
Property and equipment — net
Intangible assets — net

Deferred tax assets

Other assets

Right of use - leased assets
Assets held for sales- net

TOTAL ASSETS

LIABILITIES AND OWNERS' EQUITY
LIABILITIES

Banks and financial institutions deposits
Customers deposits

Cash margins

Borrowed funds

Provision for income tax

Deferred tax liabilities

Other provisions

Other liabilities

Liabilities against use of leased assets
Liabilities directly related to assets held for sale
TOTAL LIABILITIES

OWNERS' EQUITY

Equity — Bank Shareholders
Authorized and paid-in capital

Statutory reserve

Voluntary reserve

Financial assets valuation reserve — net
Equity directly related to assets held for sale
Retained earnings

Loss for the period

ToTAL OWNERS’ EQUITY

TOTAL LIABILITIES AND OWNERS’ EQUITY

SEPTEMBER 30, 2020

(ReviEweb AND DeceMBER 31, 2019
Note UNAUDITED) (AUDITED)

JD JD
4 376,458,544 402,004,690
5 127,773,881 134,085,678
6 - 217,231
7 1,553,963,693 1,573,776,716
8 10,000,000 -
9 83,632,359 96,124,306
10 416,069,696 308,656,110
28,108,414 26,711,598
1,155,622 1,357,766
33,142,666 31,137,943
11 167,591,836 163,332,131
12 13,909,012 14,278,048
23 5,540,601 4,318,694
2,817,346,323 2,756,000,911
198,639,877 141,237,514
13 1,857,624,543 1,866,092,506
78,052,178 82,178,622
14 134,118,487 102,207,464
15 1,744,235 14,760,848
1,924,287 3,489,800
16 14,274,237 12,408,652
17 61,778,457 59,542,151
12 12,619,181 13,245,180
23 1,391,429 1,305,735
2,362,166,911 2,296,468,472
26 150,000,000 100,000,000
27 96,043,640 96,043,640
131,023,362 181,023,362
2,042,051 2,296,466
(21,534) (17,829)
79,892,499 80,186,800
(3,800,607) -
455,179,412 459,532,439

2,817,346,323

2,756,000,911

The accompanying notes from 1 to 27 constitute an integral part of these interim condensed
consolidated financial statements and should be read in conjunction with them and with the

accompanying review report.



JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF INCOME
FOR THE PERIOD ENDED 30 SEPTEMBER 2020

FOR THE THREE MONTHS ENDED SEPTEMBER 30 FoRr THE NINE MONTHS ENDED SEPTEMBER 30
NOTE 2020 2019 2020 2019
JD JD JD JD
(REVIEWED, (REVIEWED, (REVIEWED, (REVIEWED,
UNAUDITED) UNAUDITED) UNAUDITED) UNAUDITED)

Interest income 32,066,176 37,569,828 103,439,871 112,768,112
Interest expense (11,322,458) (16,384,800) (39,529,853) (46,498,244)
Net Interest Income 20,743,718 21,185,028 63,910,018 66,269,868
Net commission income 2,067,053 3,145,369 6,086,288 7,967,112
Net Interest and Commission Income 22,810,771 24,330,397 69,996,306 74,236,980
Foreign currency income 671,202 881,391 2,112,374 2,352,460
Cash dividends from financial assets at fair value

through comprehensive income 9 125,126 (13,989) 2,661,245 1,878,337
(Loss) gain from sale of financial assets at fair

value through comprehensive income 9 (407,041) 147,336 (407,041) 302,306
Other income 2,642,984 1,688,431 7,031,087 9,442,843
Gross Income 25,843,042 27,033,566 81,393,971 88,212,926
Employees expenses 7,249,215 7,118,634 21,740,702 20,934,543
Depreciation and amortization 1,179,059 1,626,995 3,605,098 4,985,664
Other expenses 2,175,374 4,429,644 18,749,848 15,545,331
Provision for expected credit losses on direct credit

facilities 7 9,408,943 4,731,357 26,640,130 10,598,898
Provision for expected credit losses on in-direct

credit facilities 304,589 (517,869) 873,777 482,313
(Reversal from) provision for expected credit losses

on investments (267,305) (296,253) 5,619,729 (495,675)
Provision for (reversal from) expected credit losses

on deposits at banks and financial institutions 3,915,387 (13,545) 4,597,898 (17,182)
Other provisions 16 710,000 1,425,000 2,690,000 2,885,340
Total Expenses 24,675,261 18,503,963 84,517,181 54,919,232
Income (loss) for the period before income tax 1,167,781 8,529,603 (3,123,210) 33,293,694
Less: Income tax expense 15 (1,146,806) 4,066,636 149,720 12,625,326
Income (loss) for the period from continuing

operations 2,314,587 4,462,967 (3,272,930) 20,668,368
Net loss (income) from discontinued operations (364,022) (154,843) (527,677) 4,226
Income (loss) for the period 1,950,565 4,308,124 (3,800,607) 20,672,594
Earnings (loss) per share for the period attributable

to the bank’s shareholders - basic and diluted 18 0.013 0.029 (0.025) 0.138
Earnings (loss) per share from continued

operations for the period attributable to the

bank’s shareholders - basic and diluted 18 0.015 0.030 (0.022) 0.138
(Loss) earnings per share from discontinued

operations for the period attributable to the

bank’s shareholders- basic and diluted 18 (0.002) (0.001) (0.004) 0.000

The accompanying notes from 1 to 27 constitute an integral part of these interim condensed
consolidated financial statements and should be read with in conjunction them and with the
accompanying review report.
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FoR THE PERIOD ENDED 30 SEPTEMBER 2020

Income (loss) for the period
Other Comprehensive Income Items:

tems subsequently transferable to the statement
of income:

Net change in financial assets at fair value
valuation reserve — debt instruments- net of
tax

Items not subsequently transferable to the
statement of income:

Net change in financial assets at fair value
valuation reserve — equity instruments- net of
tax

Total other comprehensive income items

Total Comprehensive (loss) income for the

period

FOR THE THREE MONTHS ENDED SEPTEMBER

FOR THE NINE MONTHS

30 ENDED SEPTEMBER 30
NoTE 2020 2019 2020 2019
JD JD JD JD

(REVIEWED (REVIEWED (REVIEWED (REVIEWED

UNAUDITED) UNAUDITED) UNAUDITED) UNAUDITED)
1,950,565 5,308,124 (3,800,607) 20,672,594
(56,298) (296,812) 2,085,847 2,020,112
(2,274,155) (2,322,545) (2,340,262) 1,054,356
(2,330,453) (2,619,327) (254,451) 3,074,468
(379,888) 2,688,767 (4,055,022) 23,747,062

The accompanying notes from 1 to 27 constitute an integral part of these interim condensed
consolidated financial statements and should be read in conjunction with them and with the
accompanying review report
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 SEPTEMBER 2019

For the nine months ended September 30, 2020
(Unaudited)

Balance - beginning of the period

Loss for the period

Net change in financial assets at fair value through
comprehensive income

Total comprehensive loss for the period
Increase in capital expense -net of tax

Gain from sale of financial assets at fair value through

other comprehensive income -
Stock dividends

Balance - end of the period

For the Nine months ended September 30, 2019
(Unaudited)

Balance - beginning of the period

Income for the period

Net change in financial assets at fair value through
comprehensive income

Total comprehensive income for the period

Gains from sale of financial assets at fair value
through other comprehensive income

Dividends

Balance - end of the period

Equity — Bank’s Shareholders

Reserves
Equity directly
Authorized and Financial Assets — related to assets Income (loss) for the
Note Paid-in Capital Statutory Voluntary valuation reserve held for sale Retained Earnings period Total Equity

JD JD JD JD JD JD JD
100,000,000 96,043,640 181,023,362 2,296,466 (17,829) 80,186,800 - 459,532,439
- - - - - - (3,800,607) (3,800,607)
- - - (247,297) (3,705) - - (251,002)
- - - (247,297) (3,705) - (3,800,607) (4,051,609)
- - - - - (301,419) - (301,419)
N - - (7,118) - 7,118 - .
50,000,000 - (50,000,000) - - - - -
150,000,000 96,043,640 131,023,362 2,042,051 (21,534) 79,892,499 (3,800,607) 455,179,411
100,000,000 91,350,158 171,636,452 4,160,518 (17,829) 78,432,483 - 445,561,782
R R - - - - 20,672,594 20,672,594
- - - 3,074,468 - - - 3,074,468
- - - 3,074,468 - - 20,672,594 23,747,062
- - - (5,893,793) - 5,893,793 - 3,074,468
20 - - - - - (20,000,000) - (20,000,000)
100,000,000 91,350,185 171,636,452 1,341,193 (17,829) 64,326,276 20,672,594 449,308,844

- Included in retained earnings, an amount of JD 33,142,666 as of September 30, 2020 (JD 31,137,943 as of December 31, 2019) restricted by the Central Bank of Jordan instructions, against deferred tax assets.

- Included in the retained earnings an amount of JD 3,491,011 as of September 30, 2020 (against JD 3,508,448 as of December 31, 2019) which represents the effect of the early adoption of IFRS (9). Such amount is

restricted and cannot be utilized unless realized through actual sale as instructed by Jordan Securities Commission.

- Use of fair value reserve- net is restricted and requires prior approval from the Central Bank of Jordan.

- Based on Central bank of Jordan regulation (13/2018) the general banking reserves balances which amounted to JD 14,288,875 as of 31 December 2017 was transferred to retained earnings to offset the effect
of the implementation of IFRS (9), and is restricted for use.

The accompanying notes from 1 to 27 constitute an integral part of these interim condensed consolidated financial statements and should be read with them and with the accompanying review report.
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JORDAN KUWAIT BANK
(A PuBLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE PERIOD ENDED 30 SEPTEMBER 2020

Cash Flows from Operating Activities:
(Loss) income for the period before income tax

Adjustments:

Depreciation and amortization

Provision for expected credit losses on direct credit facilities
Provision for expected credit losses on in direct credit facilities

Provision for (reversal from) for impairment on investments
provision for (reversal from) expected credit losses on deposits at banks and
financial institutions

Net interest income

End of service provision

Provision for lawsuits against the bank and contingent claims
Finance cost against right of use - leased assets

Provision for (reversal from) seized assets

Effect of exchange rate fluctuations on cash and cash equivalents
Total

Changes In Assets And Liabilities:

(Increase) decrease in deposits at banks and financial institutions

(Increase) decrease In direct credit facilities

Loan at fair value through profit or loss

(Increase) in other assets

(Increase) in banks and financial institutions deposits due after three months
(Decrease) increase In customers deposits

(Decrease) in cash margins

Increase in other liabilities

Net Change In Assets And Liabilities

Net Cash Flows (used in) generated from operating activities before Income

Tax and other provisions
Paid from other provisions
Income tax paid

Net Cash Flows (used In) generated from operating activities

Cash Flows From Investing Activities:

(Increase) in financial assets at amortized cost

Decrease In financial assets at fair value through comprehensive income
(Increase) In assets held for sale- net

(Increase) in intangible assets

Paid against right to use leased assets

Net Cash Flows (Used in) generated From Investing Activities

Cash Flows From Financing Activities:

Increase in borrowed funds

Dividends paid

Increase in capital

Net Cash Flows generated from Financing Activities

Effect of exchange rate fluctuations on cash and cash equivalents
Net Increase In Cash And Cash Equivalents

Cash and cash equivalent - beginning of the period

Cash and Cash Equivalent - End of the Period

FOR THE NINE MONTHS ENDED 30 SEPTEMBER

NoTE 2020 2019

JD JD
(REVIEWED UNAUDITED) (REVIEWED UNAUDITED)
(3,650,887) 33,308,692
3,605,098 6,643,083
26,640,130 10,414,961
873,777 482,313
5,619,729 (495,675)
4,597,898 (16,885)
5,145,219 10,293,873
2,420,000 1,605,340
270,000 1,280,000
780,490 852,093
35,283 (1,721,916)
3,429 14,205
46,340,165 62,660,084
(4,367,620) 6,118,691
(6,827,106) 130,991,427
(10,000,000) -
(25,374,199) (19,608,117)
(14,524,000) (5,000,000)
(8,467,963) 59,977,290
(4,126,444) (6,326,627)
18,546,314 24,881,478
(55,141,019) 191,034,142
(8,800,854) 253,694,226
(824,415) (1,037,755)
(15,171,056) (14,910,588)
(24,796,325) 237,745,883
(107,413,586) (36,625,787)
5,059,408 30,575,300
(1,139,917) (429,667)
(4,799,769) (3,437,541)
(1,775,525) (1,362,284)
(110,069,390) (11,279,979)
31,911,023 16,123,688
(530,911) (19,310,516)
(301,419) -
31,078,693 (3,186,828)
(3,429) (14,205)
(103,790,451) 223,264,871
437,054,816 207,432,021
19 333,264,365 430,696,892

The accompanying notes from 1 to 27 constitute an integral part of these interim condensed consolidated financial

statements and should be read with them and with the accompanying review report
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2020

(1)  GENERAL INFORMATION

Jordan Kuwait Bank was established as a Jordanian public limited shareholding company under number
(108) on October 25, 1976 in accordance with the Jordanian Companies Law No. (13) for the year 1964,
with a current capital of 150,000,000 JD distributed over 150,000,000 share with a nominal value of
1 JD per share.

The Bank's Head Office address is as follows: Omaya Bin Abdshams Street, Abdali — Amman.
Tel. +962 (6) 5629400, P.O. Box 9776, Amman — 11191 Jordan.

The Bank is engaged in all banking and financial related operations through its branches totalling
64 branches inside Jordan, one foreign branch, one subsidiary and two held for sale companies.

Jordan Kuwait Bank is listed as a public limited shareholding company on the Amman Stock Exchange.
Jordan Kuwait Bank is owned by 50.93% of Al Rawabi International Real Estate Services Company and
the consolidated financial statements of the Bank are consolidated with the financial statements of Kuwait
Projects Company Holding (KIPCO) — ultimate parent company.

The consolidated interim financial statements have been approved by the Bank’s Board of Directors on

28 October 2020.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Following are the significant accounting policies used by the Group in the preparation of these interim
condensed consolidated financial statements.

2-1 Basis Of Preparation of the interim consolidated financial reporting

The accompanying interim consolidated financial statements of the bank and its subsidiaries
(together the "Group") have been prepared in accordance with International Accounting Standard
number 34 "Interim Financial Reporting" as amended by the Central Bank of Jordan instructions.

The interim consolidated financial statements have been presented in Jordanian Dinars.

The main differences between the International Financial Reporting Standards as they must be
applied and what has been approved by the Central Bank of Jordan are the following:

- Provisions for expected credit losses are recognised in accordance with the instructions of
the Central Bank of Jordan (No. 13/ 2018) “Application of the IFRS (9)” dated 6 June 2018
and in accordance with the instructions of the supervisory authorities in the countries in
which the bank operates, whichever is more strict.

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

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

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



JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2020

- Assets that have been reverted to the Bank appear in the consolidated statement of financial
position within other assets at the amount of which they were reverted to the Bank or the
fair value, whichever is less, and are reassessed on the date of the consolidated financial
statements individually. Any impairment in their value is recorded as a loss in the
consolidated statement of profit or loss and the increase is not recorded as revenue. The
subsequent increase is taken to the consolidated statement of profit or loss to the extent
that it does not exceed the value of the previously recorded impairment. As of the beginning
of 2015, a gradual provision was made for real estate acquired for more than 4 years against
debts according to the Circular of the Central Bank of Jordan No. 4076/1/15 dated 27 March
2014 and No. 2510/1/10 dated 14 February 2017. 'Noting that the Central Bank of Jordan
issued Circular No. 13967/1/10 dated 25 October 2018, in which the Circular No. 16607/1/10
dated 17 December 2017 was approved for extension.

- The Central Bank of Jordan also confirmed postponing the calculation of the provision until
the end of the year 2019. According to the Central Bank’s Circular No. 16239/1/10 dated 21
November 2019, deduction of the required provisions against real estate acquired is made
at the rate of (5%) of the total book values of these properties (regardless of the period of
violation) as of the year 2021, so that the required percentage of 50% of these properties
are reached by the end of the year 2029.

- Additional provisions are calculated in the consolidated financial statements against some
of the Bank's external investments in some neighbouring countries, if any.

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

The accompanied interim condensed consolidated financial statements do not include all the
information and disclosures included in the annual consolidated financial statements, which are
prepared in accordance with International Financial Reporting Standards (IFRS) and should be
read in conjunction with the annual report as at 31 December 2019. The group's operations for
the nine months ended 30 September 2020 does not necessarily reflect the expected results for
the year ending 31 December 2020.

2.2 Basis of Consolidation
The interim condensed consolidated financial statements include the financial statements of the
Bank and controlled subsidiaries. Control exists when the Bank has the ability to control the
financial and operating policies of the subsidiaries in order to obtain benefits from their activities.
All transactions, balances, revenue and expenses between the Bank and its subsidiaries are
eliminated.
The Bank owns the following subsidiary as of 30 September 2020:
Paid-up Ownership Nature of Date of
Company's Name Capital of the Bank Operation Location Acquisition
JD %
Ejarah for Finance Leasing 20,000,000 100 Fmar?ce Amman 2011
Company Leasing

The financial statements of the subsidiaries relating to the same fiscal year of the Bank are
prepared using the same accounting policies adopted by the Bank. In case the accounting
policies applied by the subsidiaries are different from those adopted by the Bank, necessary
adjustments to the financial statements of the subsidiaries has to be made in order to match
those applied by the Bank.



JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2020

)

The results of operations of the subsidiaries are consolidated in the consolidated statement of
income from the date of acquisition, which represents the date when control over the subsidiaries
is passed on to the Bank. Moreover, the results of operations of the disposed of subsidiaries are
consolidated in the consolidated statement of income until the disposal date, which represents
the date when the Bank loses control over the subsidiaries.

Non-controlling interests represent the portion of the subsidiaries’ equity not owned by the Bank.

In the event that separate financial statements are prepared for the bank as an independent
entity, investments in subsidiaries are shown at cost.

The Bank owns two subsidiary companies that have not been consolidated within the

consolidated financial statements, as they have been classified in accordance with the
requirements of IFRS (5), which relates to discontinued operations — held for sale (Note 23).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3-1 Changes in accounting policies

(@)

The accounting policies used in the preparation of the interim condensed consolidated financial
statements are consistent with those used in the preparation of the Bank’s audited financial
statements for the year ended 31 December 2019 except for the policies in relation to adoption
of the new International Financial Reporting Standards (IFRSs) which became effective as of 1
January 2020.

New and amended standards adopted by the Company

The Group has applied the following standards and amendments for the first time for their annual
reporting period commencing 1 January 2020:

* Amendments to IFRS 3 - This amendment revises the definition of a business. According to
feedback received by the IASB, application of the current guidance is commonly thought to
be too complex, and it results in too many transactions qualifying as business combinations.

* Amendments to IAS 1 and IAS 8 - These amendments to IAS 1, ‘Presentation of financial
statements’, and IAS 8, ‘Accounting policies, changes in accounting estimates and errors’,
and consequential amendments to other IFRSs: i) use a consistent definition of materiality
throughout IFRSs and the Conceptual Framework for Financial Reporting; ii) clarify the
explanation of the definition of material; and iii) incorporate some of the guidance in IAS 1
about immaterial information.

* Amendments to IFRS 9, IAS 39 and IFRS 7 — Interest rate benchmark reform - These
amendments provide certain reliefs in connection with interest rate benchmark reform. The
reliefs relate to hedge accounting and have the effect that IBOR reform should not generally
cause hedge accounting to terminate. However, any hedge ineffectiveness should continue
to be recorded in the income statement. Given the pervasive nature of hedges involving IBOR
based contracts, the reliefs will affect companies in all industries.

 Amendments to Conceptual framework — The IASB has issued a revised Conceptual
Framework which will be used in standard-setting decisions with immediate effect. Key
changes include:

- Increasing the prominence of stewardship in the objective of financial reporting

- Reinstating prudence as a component of neutrality

- Defining a reporting entity, which may be a legal entity, or a portion of an entity

- Revising the definitions of an asset and a liability- Removing the probability threshold for
recognition and adding guidance on derecognition- Adding guidance on different
measurement basis, and

- Stating that profit or loss is the primary performance indicator and that, in principle, income
and expenses in other comprehensive income should be recycled where this enhances
the relevance or faithful representation of the financial statements.
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2020

(b) New and revised IFRS issued but not yet effective and not early adopted

The Group has not yet applied the following new standards, amendments and interpretations that have
been issued but are not yet effective:

New standards, amendments and interpretations - Effective for annual periods beginning on or after 1
January 2023

* IFRS 17, ‘Insurance contracts’ - On 18 May 2017, the IASB finished its long-standing project
to develop an accounting standard on insurance contracts and published IFRS 17, ‘Insurance
Contracts’. IFRS 17 replaces IFRS 4, which currently permits a wide variety of practices. IFRS
17 will fundamentally change the accounting by all entities that issue insurance contracts and
investment contracts with discretionary participation features. The standard applies to annual
periods beginning on or after 1 January 2023, with earlier application permitted if IFRS 15,
‘Revenue from contracts with customers’ and IFRS 9, ‘Financial instruments’ are also applied.

IFRS 17 requires a current measurement model, where estimates are remeasured in each
reporting period. The measurement is based on the building blocks of discounted, probability-
weighted cash flows, a risk adjustment and a contractual service margin (“CSM”) representing
the unearned profit of the contract. A simplified premium allocation approach is permitted for
the liability for the remaining coverage if it provides a measurement that is not materially
different from the general model or if the coverage period is one year or less. However, claims
incurred will need to be measured based on the building blocks of discounted, risk-adjusted,
probability weighted cash flows.

New standards, amendments and interpretations - Effective for annual periods beginning on or after 1
January 2022

These narrow-scope amendments to IAS 1, ‘Presentation of financial statements’, clarify that liabilities
are classified as either current or non-current, depending on the rights that exist at the end of the
reporting period. Classification is unaffected by the expectations of the entity or events after the
reporting date (for example, the receipt of a waiver or a breach of covenant). The amendment also
clarifies what IAS 1 means when it refers to the ‘settlement’ of a liability.

There are no other relevant applicable new standards and amendments to published standards or
IFRIC interpretations that have been issued but are not effective for the first time for the Company’s
financial year beginning on 1 January 2020 that would be expected to have a material impact on the
financial statements of the Company.

3-2 Critical Accounting Estimates and Judgements, and Risk Management

The preparation of the interim condensed consolidated financial statements requires management
to make judgments, estimates and assumptions that affect the application of accounting policies
and the amounts recognized for assets, liabilities, income and expenses. Actual results may differ
from estimates.

In order to prepare these interim condensed consolidated financial statements, the significant
judgments made by the management in applying the Group's accounting policies and the main
sources of unconfirmed estimates were the same as those applied to the Group's audited
consolidated financial statements as in and for the year ended December 31, 2019 except for
COVID-19 outbreak as follows:
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2020

Covid-19 and Expected Credit Loss (ECL)

The existence of novel coronavirus (Covid-19) was confirmed in early 2020 and has spread globally,
causing disruptions to businesses and economic activity. In response, governments and central banks
have launched economic support and relief measures (including payment holidays) to minimize the
impact on individuals and corporations.

In the determination of ECL, the Group has considered the potential impact (based on the best
available information) of the uncertainties caused by the Covid-19 pandemic and taken into account
the economic support and relief measures of governments and the central bank. The Group has also
considered the instructions issued by the Central Bank of Jordan (No. 10/3/4375 issued on 15 March
2020) and guidance issued by the International Accounting Standards Board (IASB) on 27 March 2020
related to staging based on significant increase in credit risk (SICR).

Identifying whether a significant increase in credit risk (SICR) has occurred for IFRS 9

Under IFRS 9, Financial assets at amortised cost are required to be moved from Stage 1 to Stage 2 if
and only if they have been the subject of a SICR since origination. A SICR occurs when there has been
a significant increase in the risk of a default occurring over the expected life of a financial instrument.

The Group continues to assess borrowers for other indicators of unlikeliness to pay, taking into
consideration the underlying cause of any financial difficulty and whether it is likely to be temporary as
a result of Covid-19 or longer term.

The Group has initiated a programme of payment holidays for its customers operating in highly
impacted sectors by deferring interest/principal due for a period of one month to three months. These
payment holidays are considered as short-term liquidity to address borrowers’ cash flow issues. The
holidays offered to customers may indicate a SICR. However, the Group believes that the extension of
these payment holidays do not automatically trigger a SICR and a stage migration for the purposes of
calculating ECL, as these are being made available to assist borrowers affected by the Covid-19
outbreak to resume regular payments. At this stage sufficient information is not available to enable the
Group to individually differentiate between a borrowers’ short term liquidity constraints and a change
in its lifetime credit risk. This approach is consistent with the expectations of the Central Bank of Jordan
as referred to in its issued circular (no. 10/3/4375 issued on 15 March 2020 which has not considered
the arrangements over the impacted sectors during this period as rescheduling or restructuring of credit
facilities for the year for the purpose of assessing the SICR) and accordingly was not considered as
modification of the terms of contract.

Reasonableness of Forward Looking Information and probability weights

Any changes made to ECL to estimate the overall impact of Covid-19 is subject to very high levels of
uncertainty as limited forward-looking information is currently available on which to base those
changes.

In making credit loss estimates for 30 September 2020, the Group has taken into consideration
governmental initiatives that eased the impact of Covid-19 and assessed specific sectors and
customers whom the Group has a good knowledge of their financial position and impact from the
outbreak, this led to the reclassification of some customers to stage 2 using a more conservative
approach due to production disruption and decrease in supply and demand, in addition to incurring
losses from operation disruption for some companies as a result of the full curfew and the cease of
outgoing business transactions and export due to the closure of the borders in Jordan. This has led the
Group to further stress the ECL to cover these impacts.

The Group took into consideration the negative factors of Covid-19 which includes:
1. The effect on tourism

2. The effect on incoming transfer from Jordanian expatriates

3. The effect on external grants

4. The overall effect on the current account
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2020

On the other hand, positive factors were taken that will help the Bank’s customers and the Jordanian
economy to overcome this period, including:

1. Low oil prices

2. Initiatives by the Central Bank of Jordan and the Jordanian Loan Guarantee Corporation

3. Central Bank of Jordan instructions regarding postponing loan instalments and interest

4. Government and the Social Security Corporation initiatives

5. Reducing interest rates. The Central Bank of Jordan strengthens the Bank’s liquidity (including
reducing the percentage of cash reserves)

As with any economic forecasts, the projections and likelihoods of the occurrence are subject to a high
degree of inherent uncertainty and therefore the actual outcomes may be significantly different to those
projected and management expects more clarity to the impact of COVID-19 by the end of the fourth
quarter.

The Group applied different analytical scenarios for the best, normal and worst scenarios, the weight

of the best scenario was set at 0%, the worst 90%, and the baseline 10%. This resulted in an allocation
of additional provision in the amount of JD 2.6 Millions.

(4) CASHAND BALANCES AT CENTRAL BANKS

Statutory cash reserve amounted to JD 71,567,072 as of September 30, 2020 (JD 93,128,823 as
of December 31, 2019).

Except for the statutory cash reserve, there are no restricted balances as of September 30, 2020
and December 31, 2019.

There are no Certificates of Deposits as of September 30, 2020 and December 31, 2019.
No expected credit losses are calculated on cash and balances at central banks in accordance

with the requirements of the Central Bank of Jordan related to the application of International
Financial Reporting Standard No (9).

(5)  BALANCES AT BANKS AND FINANCIAL INSTITUTIONS

Non-interest bearing balances at banks and financial institutions amounted to JD 51,310,354 as
of September 30, 2020 (JD 66,753,963 as of December 31, 2019).

Restricted balances amounted to JD 2,508,183 as of 30 September 2020 (JD 2,502,038 as of 31
December 2019).

The expected credit losses on balances with banks and financial institutions amounted to JD
4,600,153 as of September 30, 2020 (JD 1,761 as of December 31, 2019) in accordance with
International Financial Reporting Standard No. (9).

12



JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
As AT 30 SEPTEMBER 2020

(6) DEPOSITS AT BANKS AND FINANCIAL INSTITUTIONS

There are no deposits that will mature within three to six months as of September 30, 2020 and (JD 217,725
December 31, 2019).

There are no deposits that will mature within six to twelve months as of September 30, 2020 and 2019.
There are no restricted deposits as at 30 September 2019 (JD 17,725 December 21, 2019).
The expected credit losses on deposits at banks and financial institutions amounted to zero as of

September 30, 2020 (JD 494 as of December 31, 2019) in accordance with International Financial
Reporting Standard No. (9).

(7) DIRECT CREDIT FACILITIES - NET

September 30,
2020 December 31, 2019
Unaudited Audited

JD JD
Individuals (retail):
Overdraft accounts 116,375 80,370
Loans and promissory notes* 183,437,216 149,644,254
Credit cards 10,318,592 11,388,754
Real estate loans 227,629,079 238,491,792
Companies:
Large
Overdraft accounts 135,352,664 153,906,087
Loans and promissory notes* 892,813,849 889,925,959
Small and Medium
Overdraft accounts 16,177,811 18,553,288
Loans and promissory notes* 102,044,848 79,254,919
Government and public sector 112,438,432 128,438,162
Total 1,680,328,866 1,669,683,586
Provision for impairment loss - expected credit losses (103,870,176) (77,230,046)
Interest in suspense (22,494,997) (18,676,825)
Net Direct Credit Facilities 1,553,963,693 1,573,776,716

*  Net after deducting interest and commission received in advance of JD 94,081 as of September 30,
2020 (JD 107,896 as of December 31, 2019).

Credit facilities within stage 3 amounted to JD 189,061,677 which is equivalent to (11.3%) of total direct
credit facilities as of September 30, 2020 (against non-performing facilities that amounted to
JD 143,460,322 which is equivalent to (8.6%) of total direct credit facilities as of December 31, 2019).

Credit facilities within stage 3 net of interest and commissions in suspense amounted to JD 166,566,680
which is equivalent to (10%) of total direct credit facilities balance after deducting suspended interest as of
September 30, 2020 (against JD 124,783,497 which is equivalent to (7.6%) of total direct credit facilities
balance after deducting suspended interest as of December 31, 2019).

Direct credit facilities granted to and guaranteed by the Government of Jordan amounted to JD 58,000,623
which is equivalent to (3.5%) of total direct credit facilities as of September 30, 2020 (against JD 74,000,353
which is equivalent to (4.4%) as of December 31, 2020). No expected credit losses are recognized against
facilities granted and guaranteed by the government of Jordan in accordance with the IFRS 9 as amended
by the Central Bank of Jordan.
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JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2020

Provision of Impairment Loss in Direct Credit Facilities

The following is the movement on the provision of impairment loss in direct credit facilities during the period

[ year:
Companies
Government
Real Estate Small and and Public
Individuals Loans Large Medium sector Total
JD JD JD JD JD JD
For the Nine months Ended
September 30, 2020
(unaudited)
Balance — beginning of the
period 11,838,317 15,725,946 44,445,560 4,816,981 403,242 77,230,046
Add: deducted from income
during the period 3,815,804 4,370,042 21,928,766 2,082,038 - 32,196,650
Less: Surplus in provision of
credit facilities (2,068,717) (1,132,114)  (1,326,568) (648,673) (380,447) (5,556,519)
Balance — end of the year 13,585,404 18,963,874 65,047,758 6,250,346 22,795 103,870,176
Total provisions- stage 1 6,203,074 1,037,558 4,863,295 373,386 22,795 12,500,108
Total provisions- stage 2 723,916 2,544,727 3,656,152 642,024 - 7,566,819
Total provisions- stage 3 6,658,414 15,381,589 56,528,311 5,234,936 - 83,803,250
13,585,404 18,963,874 65,047,758 6,250,346 22,795 103,870,176
Companies
Government
Real Estate Small and and Public
Individuals Loans Large Medium sector Total
JD JD JD JD JD JD
For the period Ended
December 31, 2019
(audited)
Balance — beginning of the
period 9,779,708 14,177,840 45,615,899 4,991,359 432,523 74,997,329
Deducted from income during
the period 5,366,149 3,403,415 11,465,989 2,972,335 - 23,207,888
Surplus in provision of credit
facilities* (2,668,434)  (1,855,309)  (2,444,410) (2,206,633) (29,281) (9,204,068)
Used from provision during
the year (written-off) ** (516,139) - (292,172) (595,930) - (1,404,241)
Non performing credit off-
consolidated statement of
financial positions *** (122,966) - (9,899,746) (344,151) - (10,366,863)
Balance — End of the Year 11,838,317 15,725,946 44,445,561 4,816,981 403,242 77,230,045
Total provisions- stage 1 5,557,870 1,099,270 3,620,708 222,586 403,242 10,903,675
Total provisions- stage 2 997,362 2,027,354 7,411,315 410,975 - 10,847,006
Total provisions- stage 3 5,283,085 12,599,322 33,413,538 4,183,419 - 55,479,364
11,838,317 15,725,946 44,445,561 4,816,981 403,242 77,230,045

*  The provisions no longer needed due to settlements or repayments of debts transferred against other
debts amounted to JD 7,233,018 as of September 30, 2020 (against JD 9,204,066 as of December 31,
2019).

**  According to the Board of Directors decision, direct credit facilities were written off during the year of
2019 amounted to JD 1,585,781.

*** According to the Board of Directors decision in 2019, direct credit facilities in the amount of
JD 10,516,469 were transferred off the financial statement.

- The disclosure above is related to provisions against debts calculated on the basis of the individual
customer.
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Interest in Suspense

The movement on interest in suspense during the period / year is as follows:

Companies
Government
Real Estate Small and and Public
Individuals Loans Large Medium sector Total
JD JD JD JD JD JD

For the Nine months

Ended September 30,

2020 (unaudited)
Balance — beginning of the

period 1,377,074 5,330,454 10,905,372 1,063,924 - 18,676,824
Add: Interest suspended

during the period 473,788 2,092,228 1,927,698 469,078 - 4,962,792
Less: Interest reversed to

income (198,029) (317,755) (395,469) (233,366) - (1,144,619)
Balance - end of the

period 1,652,833 7,104,927 12,437,601 1,299,636 - 22,494,997

Companies
Government
Real Estate Small and and Public
Individuals Loans Large Medium sector Total
JD JD JD JD JD JD

For the year Ended

December 31, 2019

(audited)
Ba;',i?{é,%" beginning of the 4 334377 3133199 6,444,893 739,015 - 11,647,484
Ad;'- Interest suspended 604,532 2,973,721 7,379,362 511,343 - 11,468,958

uring the period

Less: Interestreversed 0 (4p3.454)  (776.466) (2820562)  (87,990) - (4,108,472)
Interest in suspense

written-off (113,184) - - (68,355) - (181,539)
Non performing credit off-
consolidated statement of (21,197) - (98,320) (30,090) - (149,607)
financial positions
Balance - end of the year 1,377,074 5,330,454 10,905,372 1,063,924 - 18,676,824

The bank adopts a policy for suspending interest off the consolidated statement of financial position for
credit facilities that are outstanding before the court of law. Suspended interest on non-performing credit
facilities off the consolidated statement of financial position, amounted to JD 13,284,792 for the nine months
ended September 30, 2020 (against JD 2,253,492 for the year ended December 31, 2019).
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The cumulative movement of direct credit facilities at amortized cost is as follows:

For the period ended 30
September 2020 (Unaudited)

Balance at the beginning of the year

Add: new balances during the period
/ Additions

Settled balances

Transferred to the first stage during
the year

Transferred to second stage during
the year

Transferred to the third stage during
the year

Changes due to adjustments

Written off balances

Net balance

For the year ended 31 December
2019 (Unaudited)

Balance at the beginning of the year

Add: new balances during the period
/ additions

Settled balances

Transferred to the first stage during
the year

Transferred to second stage during
the year

Transferred to the third stage during
the year

Changes due to adjustments

Written off balances

Net balance

Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
1,375,872,189 150,351,075 143,460,322 1,669,683,586
175,360,913 10,080,605 6,170,797 191,612,315
(162,260,321) (10,673,913) (8,032,801) (180,967,035)
13,191,176 (11,226,367) (1,964,809) -
(41,625,002) 44,836,608 (3,211,606) -
(16,591,790) (36,047,985) 52,639,775 -
1,343,947,166 147,320,023 189,061,677 1,680,328,866
Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
1,427,710,697 131,659,421 159,947,162 1,719,317,280
223,628,431 8,019,425 10,090,614 241,738,469
(246,425,561) (14,244,678) (18,599,585) (279,269,914)

28,483,345
(46,044,115)

(11,480,518)

(22,746,573)
64,813,653

(17,150,173)

(5,736,773)
(18,769,538)
28,630,691

(12,102,249)

(12,102,249)

1,375,872,189

150,351,075

143,460,322

1,669,683,586
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The cumulative movement of the provision for impairment losses of direct credit facilities according to

sectors:

Companies

30 September 2020 Government
(Reviewed not audited) Small and and Public

Retail Real Estate Corporate Medium sector Total

JD JD JD JD JD JD
Balance at the beginning
of the year 11,838,317 15,725,946 44,445,561 4,816,981 403,242 77,230,046
Impairment loss of direct
credit facilities during the
year 3,815,804 4,370,042 21,928,766 2,082,038 - 32,196,650
Recoveries (2,068,717)  (1,132,114) (1,326,568) (648,673) (380,447)  (5,556,519)
Transferred (from) to the
first stage 546,576 45,710 (37,946) 58,871 - 613,211
Transferred (from) to
second stage (502,406) 3,219  (4,199,838) 92,320 - (4,606,705)
Transferred from the third
stage (44,170) (48,929) 4,237,784 (151,191) - 3,993,494
Changes due to
Adjustments - - - - - -
Written off balances - - - - - -
Net balance 13,585,404 18,963,874 65,047,758 6,250,346 22,795 103,870,176
Companies

31 December 2019 Government
(Audited) Small and and Public

Retail Real Estate Corporate Medium sector Total

JD JD JD JD JD JD

Balance at the beginning of
the year 9,779,708 14,177,840 45,615,899 4,991,359 432,523 74,997,329
Impairment loss of direct
credit facilities during the
year 5,366,149 3,403,415 11,465,989 2,972,335 - 23,207,888
Recoveries (2,668,434)  (1,855,309) (2,444,410) (2,206,633) (29,281)  (9,204,067)
Transferred (from) to the
first stage - - - - - -
Transferred (from) to
second stage - - - - - -
Transferred from the third
stage - - - - - -
Changes due to
Adjustments - - - - - -
Written off balances

(639,106) - (10,191,918) (940,080) - (11,771,104)
Net balance

11,838,317 15,725,946 44,445,560 4,816,981 403,242 77,230,046
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

8) LOAN AT FAIR VALUE THROUGH PROFIT OR LOSS

On 4 June 2020, the bank signed a share repurchase agreement, in which 10 million shares were
purchased from a customer who owns the majority shares of a public shareholding company registered
in Jordan at a price of JD 1 per share, for a total amount of JD 10 million.

The repurchase agreement states that the seller has the option to re-purchase those shares at the
initial transaction price which is equivalent to JD 1 per share within two years from the signing date of
the agreement.

The above transaction did not meet the derecognition criteria from the seller perspective, as the
agreement includes a rephrase option with a fixed share price, as a result the bank accounted for the
transaction as a loan at fair value through profit and loss.

The fair value of the collateral, which is represented by the shares was JD 10,200,000 as of
30 September, 2020.

(9) FINANCIAL ASSETS AT FAIR VALUE THROUGH COMPREHENSIVE INCOME

The details of this item are as follows:

September 30, December 31,
2020 2019
(Unaudited) (Audited)
JD JD
Quoted Financial Assets:
Bonds and treasury bills 34,239,390 38,030,583
Shares in active markets 17,075,847 18,608,695
Total 51,315,237 56,639,278
Unquoted Financial Assets:
Bonds and treasury bills 14,180,155 13,720,000
Shares 25,197,993 27,206,325
Total 39,378,148 40,926,325
Less: expected (7,061,026) (1,441,297)
End balance 83,632,359 96,124,306
Bonds Analysis:
Fixed rate 34,239,390 38,030,583
Floating rate 14,180,155 13,720,000
Total 48,419,545 51,750,583

The bank received cash dividends on investments amounted JD 2,661,245 for the nine months ended
as of September 30, 2020, (against JD 1,878,337 as of September 30, 2019).

Loss from sale of financial assets at fair value amounted JD 407,041 as of September 30, 2020 against
gain from sale of financial assets at fair value in the amount of JD 302,306 as of September 30, 2019.

The provision for expected credit losses is not calculated on treasury bonds in accordance with the
requirements of the Central Bank of Jordan related to the application of IFRS 9.

18



JORDAN KUWAIT BANK
(A PuBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED 30 SEPTEMBER 2020

(10) FINANCIAL ASSETS AT AMORTIZED COST

The details of this item are as follows:

September 30,

December 31,

2020 2019
Unaudited Audited
JD JD

Unguoted Financial Assets:
Bonds and treasury bills 416,069,696 308,656,110
Total 416,069,696 308,656,110
Less: expected credit losses - -
Total 416,069,696 308,656,110
Bonds and Bills Analysis:
Fixed rate 416,069,696 308,656,110
Floating rate - -

416,069,696 308,656,110

Expected credit losses are not calculated on treasury bonds in accordance with the requirements of
the Central Bank of Jordan related to the application of IFRS 9.

(11) OTHER ASSETS

The details of this item are as follows:

September 30,
2020 December 31, 2019
(Unaudited) (Audited)
JD JD
Accrued interest and revenue 21,079,211 16,941,733
Prepaid expenses 2,906,399 2,102,357
Assets seized by the Bank against debts - net 135,035,898 136,505,006
Debtors * 2,349,854 2,125,082
Clearing checks 691,743 306,891
Others 5,528,730 5,351,063
Total 167,591,836 163,332,131

The Central Bank of Jordan's instructions require the disposal of seized assets within a period not
exceeding two years from the start date of seizure and to the central bank, in exceptional cases, the central
bank may accept to extend this period for a maximum of two consecutive years.

*Debtors and other assets include balances relating to the subsidiary companies of JD 229,637 as of
September 30, 2020 (against JD 77,732 as of December 31, 2019).
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The movement on assets seized by the Bank against due debts was as follows (unaudited):

For the Nine Months Ended September For the year Ended

30, 2020 December 31, 2019
Seized Property Total Total
JD JD JD

Balance - beginning of the period / year - net 136,505,006 136,505,006 142,291,276
Additions 740,634 740,634 3,836,717
Disposals (2,245,024) (2,245,024) (11,382,094)
Provision as per CBJ instructions* - - 1,910,542
Additional provision on Seized property 35,283 35,283 500,000
Loss on Impairment - - (651,435)
Balance - End of the Period / Year 135,035,898 135,035,898 136,505,006

* The Central Bank of Jordan confirmed postponing the calculation of the provision until the end of the
year 2019. According to the Central Bank’s Circular No. 16239/1/10 dated 21 November 2019,
deduction of the required provisions against real estate acquired is made at the rate of (5%) of the total
book values of these properties (regardless of the period of violation) as of the year 2021, so that the
required percentage of 50% of these properties are reached by the end of the year 2029.

(12) LEASED ASSETS AND LIABILITIES

The Bank has adopted IFRS 16 Leases effective 1 January 2019. The adoption resulted in the
recognition of right to use leased assets amounting to JD 13,909,012 against liabilities of JOD
12,619,181 as at 30 September 2020. Assets and liabilities represent the present value of future
expected payments on a contract-by-contract basis using a discount rate equal to the mortgage rate
of the best customers.

All contracts processed under IFRS 16 represent the leasing of positions and branches of the Bank.
The Bank has chosen to use the exemption provided by the standard for non-assertion of the right to
use assets leased under contracts with a duration of less than one year and their amounts are
immaterial.

The assets recognized in the financial position are amortized using the straight-line method over the
expected period of the right to use and each asset, where the total amortisation for the period is JD
1,672,689.

The liability is amortized by reducing payments to the lessor after deducting the interest from the
present value.
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(13) CUSTOMER DEPOSITS

Current and call accounts
Saving deposits

Time deposits subject to notice
Certificates of deposit

Total

September 30, 2020

December 31, 2019

(Unaudited) (Audited)
566,976,566 582,866,991
173,741,979 163,524,017

1,116,904,475 1,119,653,494
10,524 48,004

1,857,624,543

1,866,092,506

The Government of Jordan and the public sector deposits inside the Kingdom amounted to JD
35,735,267, equivalent to 1.92% of total customers' deposits as of 30 September ,2020 compared to (JD
73,564,314, equivalent to 3.9% as of December 31, 2019).

Non-interest-bearing deposits amounted to JD 566,967,566 equivalent to 30.5% of total customers'
deposits as of 30 September 2020 compared to (JD 582,866,991, equivalent to 31.2% as of December

31, 2019).

The restricted deposits amounted to JD 26,947,591 as of 30 September 2020, against JD 27,252,952 as

of 31 December 2019.

Dormant deposits amounted to JD 62,042,659 as of 30 September 2020 compared to (JD 42,925,851 as

of December 31, 2019).

(14) BORROWED FUNDS

Installment Lending Interest
30 September (Unaudited) Amount Repayment Rate Collaterals
JD

Loan through the Central Bank of Paid over 20
Jordan 42,075,624 years 0% - 1% Upon demand
Central Bank of Jordan borrowed Paid over 4- 20
funds 13,686,725 years 2.15% - 3%

One installment in
Borrowing from bank/ Local institutes 59,696,318 2024 4.234% - 6.45%
Borrowing from bank/ Local institutes 18,659,820 36 Installments 6% - 6.25%
Total 134,118,487

Installment Lending Interest
31 December 2019 (Audited) Amount Repayment Rate Collaterals
JD

Loan through the Central Bank of Paid over 10
Jordan 16,010,045 years 1% - 1.75% Upon demand
Central Bank of Jordan borrowed Paid over 5 - 10
funds 13,523,234 years 2.51% - 3.9%

Paid in 2020 and
Borrowing from bank/ Local institutes 72,674,185 2024 5.55% - 6.45%
Total 102,207,464

Borrowed money from the Central Bank includes JD 55,762,339 that represents amounts borrowed to
refinance the customers' loans in the medium-term financing programs that have been re-borrowed. These

loans mature during 2020 - 2039.
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Funds borrowed from local banks and institutes include amounts borrowed from Jordanian Mortgage
Refinance Company at a value of JD 40,000,000. These loans are due during the period from 2022 — 2024.

Funds borrowed from local institutions include amounts borrowed from the bank's subsidiary.

The value of variable-interest loans amounted to JD 7,730,325 as on September 30, 2020 compared to JD

8,363,500 as on December 31, 2019.

(15) INCOME TAX

A. The movement on provision for income tax was as follows:

B.
For the nine months

ended For the year ended
September 30, 2020 December 31, 2019
(unaudited) (audited)
JD JD

Beginning balance for the period / year 14,760,848 12,053,013
Income tax paid for the period / year (15,171,056) (15,380,721)
Income tax accrued for the period/ year 2,154,443 18,088,556
Ending balance for the period / year 1,744,235 14,760,848

C. Income tax expense presented in interim condensed consolidated income statement:

D.
September 30, 2020 September 30, 2019
(unaudited) (unaudited)
JD JD
Current income tax charge for the period 2,154,443 11,793,480
Deferred tax assets for the period (2,004,723) 831,846
149,720 12,625,326
Statutory income tax rates on the bank and its subsidiaries are as follows:
2020 2019
Jordan branches 38% 38%
Cyprus branch 12.5% 12.5%

Subsidiary companies 21% - 28%

E. The tax status for the bank and its subsidiaries is as follows:

21% - 28%

Income Tax  Final settlement Payment to
return up to end up to end of the income and Sales  Years under
Branches / Companies of the year year tax Department dispute

Accrued tax has

Jordan Branches 2019 2018 been paid 2017
Accrued tax has

Cyprus Branch 2019 2019 been paid None
Accrued tax has

Ejarah for Finance Leasing 2019 None been paid None

In the opinion of Management and the Groups tax consultant, the provision for income tax is sufficient to
meet the tax obligation as at 30 September 2020.
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(16) OTHER PROVISIONS

Balance at the

Balance at the

beginning of the Additions during  Utilized during end of the
period/year period/year year/period period/year
30 September 2020
(Reviewed not audited)
Provision for lawsuits raised against the bank 1,105,721 270,000 6,624 1,369,097
End of Service indemnity 11,302,931 2,420,000 817,791 12,905,140
Total 12,408,652 2,690,000 824,415 14,274,237
31 December 2019 (Audited)
Provision for lawsuits raised against the bank 1,472,684 1,647,854 2,014,817 1,105,721
End of Service indemnity 10,067,360 2,227,728 992,157 11,302,931
Total 11,540,044 3,875,582 3,006,974 12,408,652
(17) OTHER LIABILITIES
30 September 31 December
2020 2019
JD JD
(unaudited) (audited)

Accrued interest 15,933,992 16,521,342
Inward transfers 3,411,420 2,677,070
Accounts payable* 5,958 983,385
Accrued expenses 893,673 918,744
Temporary deposits - customers 14,261,468 9,786,958
Temporary deposits*™* 3,921,494 3,416,708
Shareholders' deposits*** 4,282,733 4,721,090
Accepted and certified checks 8,922,181 5,809,483
Lock boxes deposits 508,737 514,287
Subscriptions deposits*** 80,217 80,815
Expected credit losses against indirect facilities 6,281,770 5,403,583
Other liabilities 3,274,814 8,708,686

61,778,457 59,542,151
* Accounts payable and other liabilities include balances related to subsidiaries amounting to

JD 1,245,367 as of 30 September 2020 compared to (JD 1,607,373 as of 31 December 2019).

o This item represents temporary payment deposits to other public shareholding companies.

ek This item represents refunds of subscriptions in public shareholding companies under

establishment.
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(18) EARNINGS PER SHARE FOR THE PERIOD ATTRIBUTABLE TO BANK’S SHAREHOLDERS

(Loss) income for the period attributable to the bank’s shareholders
(Loss) income for the period from continued operation
Loss for the period from discontinued operations

Weighted average number of shares

(Loss) earnings per share attributable to the bank’s Shareholders (basic
and diluted)

(Loss) earnings per share from continuing profits (basic and diluted)
Loss per share from discontinued operations

(19) CASHAND CASH EQUIVALENTS

Balances at central banks maturing within three months

Add: Balances at banks and financial institutions due within three
months

Less: Banks and financial institutions deposits due within three months
Restricted balances

Total

(20)  TRANSACTIONS WITH RELATED PARTIES

For the nine Months Ended September 30

2020 2019
(Unaudited) (Unaudited)
JD JD
(3,800,607) 20,672,594
(3,272,930) 20,668,368
(527,677) 4,226
150,000,000 150,000,000
JD/ Share JD/ Share
(0.025) 0.138
(0.022) 0.210
(0.004) 0.000
September 30
2020 2019
(Unaudited) (unaudited)

JD JD
376,458,544 401,507,385
127,773,881 180,149,678

(168,459,877) (148,465,034)
(2,508,183) (2,495,137)
333,264,365 430,696,892

The interim condensed consolidated financial statements of the Bank include the following subsidiaries:

Ownership Paid in capital
30 September 31 December
30 September 2020 31 December 2019 2020 2019
JD JD JD JD
Ejarah for Financial Leasing
Company 100% 100% 20,000,000 20,000,000
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The Bank entered into transactions with subsidiary companies, sister companies, shareholders, Board of Directors, and executive management within the normal banking practice
and according to the normal interest rates. All of the credit facilities granted to related parties are considered to be performing facilities, and no impairment provisions has been

taken as at 30 September 2020

A. The following is a summary of the transactions with related parties during the period / year:

Interim Condensed Consolidated Interim
Statement of Financial Position Items:

Direct credit facilities *

Deposits at banks in financial institutions

Deposits

Deposits at banks and financial institutions

Cash margins

Financial assets at fair value through comprehensive
income

Assets held for sale

Liabilities directly related to assets held for sale

Off- Consolidated Statement of Financial Position

ltems:
Letters of guarantee
Letters of credit

Consolidated Statement of Income items:
Interest and commission income ***

Interest and commission expense ****
Management fees

Financial assets dividends
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Total
Board of
Sister Directors Executive September 30, December 31,
Companies Members Subsidiaries Managers Others** 2020 2019
Unaudited Audited
JD JD JD JD JD JD JD
32,104 64,179 1,521,702 2,035,658 - 3,653,643 3,103,034
76,133,514 - - - 6,000,000 82,133,514 37,593,966
288,625 32,007,846 87 1,317,045 3,004,838 36,618,441 60,571,424
- - - - - - 4,206,061
- - - - 13,175 13,175 17,175
21,779,861 - - - 12,790.416 34,570,277 35,866,755
- - 5,540,601 - - 5,540,601 4,318,694
- - 1,391,429 - - 1,391,429 1,305,735
3,907,732 11,300 67,858 - 1,379,933 5,366,823 2,561,612
70,905 - - - 4,254,000 4,324,905 4,904,848
Total
For the period Ended September 30,
2020 2019

116,973 271 8,326 34,552 17,917 178,039 265,176
1,358,842 2,683,274 - 2,042 4,829 4,048,987 1,515,279
2,803,483 - - - - 2,803,483 678,513
2,449,035 - - - - 2,449,035 1,149,920
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* Included in the direct credit facilities granted to the Board of Directors members of JD 90,818
representing credit facilities granted to Ejarah Finance lease Company (subsidiary company)
Board of Directors as of September 30, 2020 (JD 275,711 as of December 31, 2019).

***  |Interest rate ranges from 0.75% to 7.75%.
*** Interest rate ranges from 0.25% to 5%.

The Bank has three members on the Board of Directors of Ejarah for Finance Leasing Company.

The Salaries of Executive management for the Bank and the subsidiary companies amounted to
JD 2,968,327 for the nine months ended September 30, 2020 (JD 2,616,346 as of 30 September 2019).

(21) INFORMATION ON THE BANK'S ACTIVITIES — SEGEMENT REPORTING

1- BANK ACTIVITIES INFORMATION

The Bank is organized, for managerial purposes, into four major sectors. These sectors are measured
according to reports used by the Chief Executive Officer and key decision makers at the Bank.
Moreover, the Bank owns three subsidiaries: the financial brokerage, finance leasing and consultation
services sectors as of the consolidated financial statements date:

- Individual accounts: This item includes following up on individual customer’s deposits, and
granting them credit facilities, credit cards, and other services.

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

- Treasury: This item includes providing dealing services and managing the Bank's funds.

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

- Financial brokerage services: This item includes practicing most of the brokerage and financial
consultation services.

- Finance leasing services: This item includes leasing services and real estate development
projects.

- Consulting and Issuance Services: This item includes providing financial consultation and
issuance management services.
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The following table represents information on the Bank's sectors according to activities:

Gross income for the period

Provision of impairment loss in direct credit facilities
Results of Business Sector

Less: Expenditures not distributed over sectors
Income before Income Tax

Less: Income tax expense for the period

Net gain (loss) from non-continues operations

Net income for the Period

Other information
Total Sector's Assets

Total Sector's Liabilities

Capital Expenditures
Depreciation and Amortization
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For the nine
Months Ended
September 30,
Individuals Corporations Treasury Others 2020
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

JD JD JD JD JD
4,003,355 60,515,105 14,366,578 2,508,933 81,393,971
4,985,015 21,655,115 - - 26,640,130
(981,660) 38,859,990 14,366,578 2,508,933 54,753,841

- - - 57,877,052 57,877,052

(981,660) 38,859,990 14,366,578 (55,368,119) (3,123,211)

- - - 149,720 149,720

- - - (527,677) (527,677)

(981,660) 38,859,990 14,366,578 (56,045,515) (3,800,607)
475,115,322 1,183,811,009 1,009,475,081 148,944,910 2,817,346,323
1,222,284,722 776,914,691 336,074,080 26,893,418 2,362,166,911
4,799,769 4,799,769

3,605,098 3,605,098




JORDAN KUWAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)
NOTES TO THE FINANCIAL STATEMENTS

As AT 30 SEPTEMBER 2020

Gross income for the period

Provision of impairment loss in direct credit facilities
Results of Business Sector

Less: Expenditures not distributed over sectors
Income before Income Tax

Less: Income tax expense for the period

Net gain (loss) from non-continues operations

Net income for the Period

Other information

Total Sector's Assets
Total Sector's Liabilities

Capital Expenditures
Depreciation and Amortization

For the nine
Months Ended
September 30,
Individuals Corporations Treasury Others 2019
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
JD JD JD JD JD
8,198,211 61,032,170 15,935,780 3,073,971 88,240,132
(4,280,931) (6,103,305) - - (10,384,236)
3,917,280 54,928,865 15,935,780 3,073,971 77,855,896
- - - (44,424,651) (44,424,651)
3,917,280 54,928,865 15,935,780 (41,350,680) 33,431,245
- - - 12,625,326 12,625,326
- - - 4,226 4,226
3,917,280 54,928,865 15,935,780 (53,971,780) 20,810,145
370,764,110 1,157,190,978 1,038,734,601 176,194,026 2,742,883,715
1,107,090,044 913,349,286 248,047,020 23,088,494 2,291,574,844
3,437,541 3,437,541
6,643,083 6,643,083
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(22)  COMMITMENTS AND CONTINGENT LIABILITIES

Credit commitments and contingencies:

Confirmed Export Letters of credit
Acceptances

Letters of guarantee:

Payments

Performance bonds

Other

Unutilized direct credit facilities ceilings
Unutilized Indirect credit facilities ceilings
Total

(23) ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS

September 30 December 31
2020 2019
JD JD
66,909,307 96,880,456
16,779,735 20,516,666
118,273,132 127,336,681
74,955,375 81,818,493
23,227,325 27,462,410
211,476,706 211,909,426
114,413,831 109,779,253
626,035,412 675,703,385

A. Investments in United Financial Investments Company

According to the investments meeting committee dated 27 December 2017, management approved a
plan to sell the majority of shares owned by the bank in the subsidiary United Financial Investments
Company. The board of director approved the plan on 7 January 2018 in which the sale is expected to
occur in the coming months. Based on the above facts IFRS 5 applies and control over the investee is

lost.

For the nine months ended 30

September
2020 2019
(Unaudited) (Unaudited)
JD JD

(Loss) for the period from discontinued operations

Total income 117,128 1,011,242
Total Expenses 720,683 1,687,000
(Loss) for the period before tax (603,555) (675,757)
Deferred Tax / income tax expense 3,885 (105,887)
Net (loss) income for the period (607,440) (569,871)
Parent share of (Loss) from subsidiaries (386,409) (286,166)
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September 30, 2020 December 31, 2019
Assets Held for Sale Company's financial Parent Share Company's financial
Information (Bank) Information Parent Share (Bank)
(Unaudited) (Unaudited) (Audited) (Audited)
JD JD JD JD

Cash in vault and at banks 1,456,479 883,346 1,886,087 947,117
Direct credit facilities-net 429,821 260,684 903,095 453,498
Financial assets at fair value
through comprehensive income 4,261,167 2,584,372 4,491,314 2,255,358
Property and equipment - net 358,446 217,395 361,345 181,453
Intangible assets - net 1,397 847 2,397 1,199
Deferred tax assets 1,056,694 640,878 1,002,772 503,552
Other assets 3,359,099 2,037,273 2,929,733 1,471,199
Total Assets 10,923,103 6,624,795 11,576,743 5,813,376
Less: impairment on assets
held for sale - (1,529,852) - (1,494,682)

10,923,103 5,094,953 11,576,743 4,318,694
Liabilities related to assets
held for sale
Bank loans and overdraft 656,955 398,439 340,917 171,194
Income Tax provision 58,906 35,726 58,906 29,580
Other liabilities 1,364,254 827,412 2,200,414 1,104,961
Total Liabilities 2,080,115 1,261,577 2,600,237 1,305,735

B. Investments in Specialized Leasing for Investment and Financial Consulting
According to the decision of the Board of Directors and Investment Committee on February 2, 2020, it
was decided to dispose of the bank’s investment in the Administrative Company for Investment and
Financial Consulting, and it is expected that the sale will be completed within the next few months.

For the nine months ended 30

September
2020 2019
(Unaudited) (Unaudited)
JD JD

(Loss) for the period from discontinued operations

Total income 106,873 631,351
Total Expenses 266,141 323,097
(Loss) for the period before tax (159,268) 308,254
Deferred Tax / income tax expense - 17,862
Net (loss) income for the period (159,268) 290,392
Parent share of (Loss) from subsidiaries (159,268) 290,392
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September 30, 2020

Assets Held for Sale Company's financial

Information Parent Share (Bank)

(Unaudited) (Unaudited)

JD JD
Cash in vault and at banks 367,083 367,083
Direct credit facilities-net 6,650 6,650
Financial assets at fair value through comprehensive income - -
Property and equipment - net 10,954 10,954
Intangible assets - net - -
Deferred tax assets 32,361 32,361
Other assets 28,600 28,600
Total Assets 445,648 445,648
Less: impairment on assets held for sale - -
445,648 445,648

Liabilities related to assets held for sale
Overdraft
Accounts payable 110,000 110,000
Other liabilities 19,852 19,852
Total Liabilities 129,852 129,852

(24) FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments include cash balances, deposits at banks and the Central Bank of Jordan, direct
credit facilities, other financial assets, customers’ deposits, banks deposits and other financial liabilities.

There are no material differences between the fair value of financial instruments and their book value.

The Bank uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique:

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

Level 2: Other techniques by which all inputs significantly effect the recorded fair value may be
observed, either directly or indirectly from market information.

Level 3: Other techniques using inputs significantly effecting the recorded fair values; which are not
based on observable market data.

The following table shows the breakdown of the financial instruments at fair value and according to
the above hierarchy:

Level 1 Level 2 Level 3 Total
JD JD JD JD

30 September 2020
(Reviewed not audited)
Financial Assets -
Financial assets through other
comprehensive income 51,315,237 39,378,148 - 90,693,385
Loan at fair value through profit
or loss 10,000,000 - - 10,000,000
31 December 2019 (audited)
Financial Assets -
Financial assets through other
comprehensive income 56,639,278 40,926,325 - 97,565,603

Loan at fair value through profit
or loss - - -
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(25) LAWSUITS AGAINST THE BANK

The Bank is a defendant in lawsuits amounting to JD 9,650,445 as of September 30, 2020
(Against JD 9,678,970 December 31, 2019), and in the opinion of the Bank’s management and its legal
advisor, no liabilities shall arise against the Bank exceeding the existing provision of JD 1,369,097 as of
September 30, 2020 (JD 1,105,721 as of December 31, 2019).

(26) AUTHORIZED AND PAID UP CAPITAL AND PROPOSED DIVIDENDS

The General Assembly of the Bank approved in its ordinary meeting held on 4 May 2020 the
recommendation of the Board of Directors to distribute bonus shares to shareholders at half a share for
each existing share, by 50 million shares / JD to be capitalized from the voluntary reserve account, the paid
up capital after the share dividends distribution is 150 million share/JD.

The General Assembly of the Bank approved in its meeting held on 29 April 2019 the recommendation of
the Board of Directors to distribute dividends amounting to 20% of paid in capital.

(27) STATUTORY AND VOLUNTARY RESERVE

The bank did not deduct the statutory and voluntary reserves according to the Jordanian Companies
Law as these are interim financial statements.
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