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Review Report

To the Chairman and Members of the Board of Directors
Jordan Commercial Bank

(A Public Shareholding Limited Company)

Amman - The Hashemite Kingdom of Jordan

Introduction

We have reviewed the accompanying condensed interim financial position of Jordan
Commercial Bank (A Public Shareholding Limited Company) as of June 30, 2019 and the
related condensed interim statements of income, comprehensive income, changes in
shareholders” equity and cash flows for the six-month then ended and a summary of
significant accounting policies and other explanatory information. Management is
responsible for the preparation and fair presentation of these condensed interim financial
statements in accordance with International Accounting Standards (34) related to interim
financial reporting. Our responsibility is to express a conclusion on these condensed
interim financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review
Engagements No. 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 in
the Bank, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Basis of Qualified Conclusion

Based on the furnished information by the Bank’s Management, included within the other
assets in the condensed interim statement of financial position as of June 30, 2019,
properties seized by the Bank against overdue credit facilities in an amount of around
JD 80.3 million. These properties have not been reduced to their net realizable value as
of the date of the condensed interim financial statements, which constitutes a departure
from IFRS. Had Management written down these properties to their net realizable value,
then other assets item would have been reduced by around JD 7.1 million. Accordingly,
deferred tax assets would have increased by around JD 2.6 million and net income for
the period would have increased by around ID 751 thousand and shareholder’s equity
would have decreased by around ID 4.5 million, respectively, our report as of December
31, 2018 was qualified related to this matter.
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Qualified Conclusion

Based on our review, except for the effects of the matter described in the Basis for
Qualified conclusion, 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 International Accounting Standard (34) related to interim
financial reporting.

Emphasis of Matter

We draw the attention to note (35) of the condensed interim financial statements, which
states that the comparative figures included in the condensed interim statement of
changes in Owner's equity and condensed interim statement of income have been
amended retroactively, to comply with the International Financial Reporting Standards.
Our conclusion is not modified in respect of this matter.

Other Matter

- The financial statements for the year ended December 31, 2018 were audited by
Deloitte & Touche (M.E.) - Jordan as the sole auditor for the Bank for the year 2018.
Qualified opinion was issued on these financial statements on March 28, 2019. in
accordance with Central Bank of Jordan regulations for corporate governance,
Deloitte & Touche (M.E.) - Jordan and Ernst & Young / Jordan were appointed as
joint auditors for the Bank for the year 2019.

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

Amman - The Hashemite Kingdom of Jordan
July 30, 2019

Ernst & Young / Jordan Deloitte & Touche (M.E.) - Jordan
ERNST & YOUNG Bl
Amman - Jordan Deloitte & Touche (M.E.]
(l._.j‘f.‘-“;-l_n'f}":?lri ﬁj_}ruf '} {}’*{9! WA 51:449_1,_}3
010105
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JORDAN COMMERCIAL BANK

(A PUBLIC LIMITED SHAREHOLBING COMPANY)
AMMAN - HASHEMITE KINGDOM OF JORDAN

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and balances at central banks
Balances at banks and financial institutions
Direct credit facilities - net
Financial assets at fair value through profit or loss
Financial assets at fair value through other comprehensive income
Financial assets at amortized cost - net
Property and equipment - net
Intangible assets - net
Deferred tax assets
Right of use asset
Other assets

TOTAL ASSETS

LIABILITIES AND OWNERS' EQUITY

LIABILITIES:
Banks' and financial institutions’ deposits
Customers' deposits
Cash margins
Borrowed funds
Provision for income tax
Other provisions
Deffered tax liabilities
lease liability
QOther liabilities

TOTAL LIABILITIES

OWRNERS' EQUITY:
BANK SHAREHOLDERS' EQUITY:
Authorized and paid-up capital

Statutory reserve
General banking risks reserve for the purposes of
the Palestinian Menetary Authority

Cyclicality reserve
Fair value reserve - net
{Accumulated losses)
Net Income of the Period
Total Bank Shareholders' Equity
TOTAL LIABILITIES AND OWNERS' EQUITY

THE ACCOMPANYING NOTES FROM (1) TO (35) CONSTITUTE AN INTEGRAL
PART OF THESE FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

June 30, 2019
(reviewed not

December 31,

Note audited) 2018
D 1D

4 104,366,115 91,872,118
5 67,545,020 61,995,613
6 737,638,955 727,873,818
7 1,719,488 1,792,801
8 12,013,471 11,915,302
9 294,056,342 303,031,611
10/a 27,795,919 27,817,839
10/b 2,143,990 2,313,919
14/e 11,933,135 13,867,924
3 4,845,700 -
11 124,914,027 111,088,551
1,388,972,162 1,353,569,536
110,405,123 117,304,754
12 926,910,200 893,225,288
71,172,605 84,417,327
13 95,323,922 83,481,873
14/a 674,831 745,548
15 2,200,374 1,924,266
- 14,107

3 4,675,764 -
16 41,251,748 38,412,442
1,252,614,567 1,219,525,605
17 120,000,000 120,000,000
18 14,714,563 14,714,563

293,514 -
18 2,597,047 2,597,047
19 (2,015,813) (2,053,183)
20 (1,508,010) (1,214,496)

2,276,254

136,357,585

134,043,931

1,388,972,162

1,353,569,536

AND WITH THE INDEPENDET AUDITOR'S REPORT.

Board of Directors Chairman

General Manager




JORDAN COMMERCIAL BANK

{A PUBLIC SHAREHOLDING LIMITED COMPANY)

CONDENSED INTERIM STATEMENT OF INCOME

(REVIEWED NGT AUDITED}

Interest income
Less: Interest expense
Net Interest Incame
Net commissiens income
Net Interest and Commissions Income
Foreign exchange income
Gain from financial assets at fair vafue through prefit er loss

Cash dividends from financiaf assets at fair value through

other comprehensive income
Other income

Gross Inceme

Employees expenses
Depreciation and amortization
Provision for expected credit losses
Various provisions
Impairment provision on seized assets
Provisions of shares seized by the bank
Cther expenses

Total Expenses for the period
Income for the Perfod before Income Tax

Less: Income tax expense for the period

Income for the Peried

For the Three-Month Period

Ended June 30,

For the Six-Month Perlod

Ended June 30,

Earnitngs per share for the period attributable to the Banks' shareholders

basic and diluted

THE ACCOMPANYING NOTES FROM (1) TO (35) CONSTITUTE AN INTEGRAL PART OF THESE

Note 2019 2018 (Adjusted) 2019 2018 (Adjusted)
D D D D
21 20,230,260 20,157,242 39,814,349 39,143,637
22 (12,177,156) {11,766,465) (23,874,487) (23,073,366}
8,053,104 8,390,777 15,939,862 16,070,271
1,423,922 1,459,174 2,852,058 2,618,404
9,477,026 9,849,951 18,791,920 18,688,675
282,510 298,206 659,824 573,114
24 110,371 85,853 (73,022) 162,315
8 336,055 206,288 423,555 253,788
25 1,148,641 1,546,050 2,203,198 2,669,150
11,354,603 11,986,348 22,005,475 22,347,042
4,031,002 3,948,688 7,779,384 7,813,058
779,401 752,552 1,553,151 1,506,028
23 {499,028} (56,924) 1,584,768 667,07-1
15 180,415 87,005 521,116 133,405
11 834,523 - 1,210,048 -
11 44,261 (12,847) 226,350 10,706
26 2,341,541 3,227,060 4,975,403 6,798,254
7,712,115 7,945,534 17,850,220 15,028,522
3,642,488 4,040,814 4,155,255 5,418,520
14/b (1,596,232} (1,261,409) (1,878,961) {2,107,516)
2,046,256 2,779,405 2,276,294 3,310,604
0/019 0/027

CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH

General Manager

THEM AND WITH THE REVIEW REPCRT.

Chairman of Board of Directors
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JORDAN COMMERCIAL BANK

(A PUBLIC SHAREHOLDING LIMITED COMPANY)
CONDENSED INTERIM STATEMENT OF CASH FLOWS

(REVIEWED NOT AUDITED})
For the Six-Month Period
Ended June 30,
Note 2019 2018
Cash Flows From Operating Activities: 1D D
Income for the period before income tax 4,155,255 5,418,520
Adjustments:
Depreciation and amortization 1,553,151 1,506,028
Provision for impairment In direct credit facilities 23 1,584,768 667,071
(Gain) from sale of property and equipment 25 - (9,803)
(Recoverd) from impairment of seized assets against debt 226,350 10,706
(Gain) Joss from valuation of financial assets at fair value through profit or loss 24 (85,853) (142,102)
Varigus provisions 15 521,116 123,405
Pravision for impairment in real estate exceeding four years 11 1,210,048 -
Effect of exchange rate fluctuations on cash and cash equivalants (141,234 {139,247)
Profit for the period before changes in assets and liabilities 9,023,601 7,444,578
Changes in Assets and Liabilities:
(Increase) in direct credit facilities (11,349,305) (20,327,922)
Decrease (increase) in financial assets at fair value through profit or loss 159,166 (284,204)
(Increase) in other assets (15,261,834) (6,043,627)
Increase in deposits at banks and financial institutions exceeding three months 5,855,245 -
(Increase) in restricted from withdrawal balances - (3,585,839)
Increase (decrease) in customer's deposits 33,684,912 {1,703,859)
(Decrease) in cash margins (13,244,722) {4,297,459)
Increase in other liabilities 2,839,306 5,082,283
Net Change in Assets and Liabilities 2,682,168 (31,160,627}
Net Cash Flows {used in) Operating Activities before Provisions and Income Taxes Paid 11,705,769 (23,716,049}
Various provisions paid 15 (245,008) (126,775)
Income tax paid 14/a (90,019) (2,599,606)
Net Cash Flows (used In) Operating Activities 11,370,742 (26,442,434)
Cash Flows From Investing Activities:
Decrease in financial assets at fair value through other comprehensive income R 1,406,288
Decrease in financial assets at amortized cost 8,575,269 27,938,073
Change of preperty and equipment and intangible assets (1,361,302} {1,195,917)
Net Cash Flows from (used in) [nvesting Actlvities 7,613,967 28,148,444
Cash Flows From Financing Activities:
Borrowed funds 11,842,049 311,837
Net Cash Fiows from Financing Activities 11,842,045 311,837
Net Increase in Cash and Cash Equivalents 30,826,758 2,017,847
Effect of exchange rate fluctuations on cash and cash equivalents 141,234 139,247
Cash and cash equivalents beginning period 103,062,924 121,577,176
Cash and Cash Equivalents Ending Period 27 134,030,916 123,734,270

THE ACCOMPANYING NOTES FROM (1) TO (35) CONSTITUTE AN INTEGRAL PART OF THESE
CONDENSED INTERIM FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM

AND WITH THE REVIEW REPCRT.
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GENERAL

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

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

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

The Bank’s capital was increased gradually; the last increase was during the year 2017 whereby
the capital become 120 million JD/Share paid in full on June 7, 2017.

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

The Bank is engaged in banking and related financial operations through its branches (31)
inside Jordan, and (6) branches in Palestine.

The financial statements have been approved by the Bank’s Board of Directors on July 30,
2019.

BASIS OF PREPARATION OF CONDENSED INTERIM FINANCIAL STATEMENTS

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

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

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

The accompanying condensed interim financial statements do not inciude all the information
and disclosures to the financial statements which were presented in the annual financial
statements of December 31, 2018 and should be read with the Bank's annual report as of
December 31, 2018. Moreover, the results of the Bank's operations for the six-month period
ended on June 30, 2019 do not necessarily represent indications of the expected results for
the year ending December 31, 2019. Moreover, profits customization for the six months
period as of June 30, 2019 was not performed, which is customized at the end of the
financial year.




SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies used in the preparation of the condensed interim financial statements
are consistent with those used in the preparation of the Company’s annual financial statements
for the year ended 31 December 2018, except for the adoption of certain new and revised
International Financial Reporting standards, that became effective for the financial periods
started from or after January 1, 2019 as set out below:

a. New and revised IFRS that didn’t have an effect on the condensed interim financial
statements of the Bank:

Annual improvements to IFRSs issued between 2015 and 2017:

Improvements include amendments to IFRS (3) "Business Combinations™. (11} “Joint
Arrangements”. “International Accounting Standards” (12). “Income Taxes” and (23) “Borrowing
Costs”.

IFRIC (23) Uncertainty on the Treatment of Income Tax.

The interpretation clarifies the determination of taxable profit (tax loss), tax bases, unused fax
losses, unused tax benefits and tax rates when there is uncertainty about the treatment of
income tax under 1AS (12) and specifically addresses:

e Whether the tax treatment should be considered in aggregate,
e Assumptions regarding the procedures for the examination of tax authorities;

¢ Determination of taxable profit (tax loss), tax basis, unused tax losses, unused tax breaks,
and {ax rates;

o The impact of changes in facts and circumstances.

Amendments to IFRS 9 Financial Instruments.

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

Amendments to IAS (28) "Investment in Associates and Joint Ventures".

These amendments relate to long-term shares in allied enterprises and joint ventures. These
amendments clarify that an entity applies IFRS (9) "Financial Instruments” to long-term interests
in an associate or joint venture that forms part of the net investment in an associate or joint
venture if the equity method has not been applied to it.




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

b. Amendments effective on the condensed interim financial statements of the Company:

Effect of Application of IFRS 16 "Leases™

The Bank adopted IFRS 16 ‘Leases’ the standard replaces the existing guidance on leases,
including IAS 17 ‘Leases”. IFRIC 4 ‘Determining whether an Arrangement contains a Lease”.
SIC 15 “Operating Leases — Incentives” and SIC 27 “Evaluating the Substance of Transactions
in the Legal Form of a Lease”

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

The Bank has adopted to use the simplified and permitted methodology according to the
international finacial reporting standards “16” for the first time on individual operating leases
contracts (for each lease separately), the right to use the leased assets is generally measured at
Lease obligation using the interest rate at initial application.

Right-of use assets were measured at the amount equal to the lease liability, adjusted by the
amount of any prepaid or accrued lease payments relating to that lease recognised in the
balance sheet as at December 31, 2018, there were no adjustments on the returned earnings as
of January 1%, 2018, using the simplified approach, there were no lease contracts impariment
that would have required an adjustment to the right-of-use assets at the date of initial application.

The recognised right-of-use assets relate to leased properties as of June 30, 2019 and January
1, 2019.

-10 -
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The movement on the right-of-use assets and lease liabilities during the period is as follow:

Right-of-Use
Assets Lease Liabilities
JD JD
Balance at January 1, 2019 5,311,573 4,693,454
Paid during the period (paid in advance) (390,208) -
Interest during the period - (17,690)
Amortized during the period (75,665) -
Balance at June 30, 2019 4,845,700 4,675,764

The Bank's leasing activities and accounting treatment:

The Bank leases properties to be used in it's activities. Rental contracts are typically made for fixed
periods ranged between 1 and 30 years and may have extension options, lease terms are negotiated
on an individual basis and contain a wide range of different terms and conditions, the lease
agreements do not impose any covenants, but leased assets may not be used as security for
borrowing purposes.

Until the 2018 financial year, leases of properties were classified as either finance or operating
leases. Payments made under operating leases (net of any incentives received from the lessor) were
charged to profit or loss on a straight-line basis over the period of the lease.

From January 1, 2019, leases are recognised as a right-of-use asset and a corresponding liability at
the date at which the leased asset is available for use by the group. Each lease payment is allocated
between the liability and finance cost. The finance cost is charged to profit or loss over the lease
period so as to produce a constant periodic rate of interest on the remaining balance of the liability for
each period. The right-of-use asset is depreciated over the shorter of the asset's useful life and the
lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments:

» Fixed payments (including in-substance fixed payments), less any lease incentives receivable;
» Variable lease payment that are based on an index or a rate;
+ Amounts expected to be payable by the lessee under residual value guarantees;

. Thg exercise price of a purchase option if the lessee is reasonably certain {o exercise that option,
an

. Pa){mer]ts of penalties for terminating the lease, if the lease term reflects the lessee exercising
that option.

The lease payments are discounted using the interest rate implicit in the lease, If that rate cannot be
determined, the lessee's incremental borrowing rate is used, being the rate that the lessee would
have to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic
environment with similar terms and conditions.
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Right-of-use assets are measured at cost comprising the following:
+ The amount of the initial measurement of lease liability;

+ Any lease payments made at or before the commencement date less any lease incentives
received;

» Any initial direct costs, and
« Restoration costs (renwall and reinovation).

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

In applying IFRS 16 for the first time, the Bank has used the following:
+ The use of a single discount rate to a portfolio of leases with reasonably similar characteristics;
» Reliance on previous assessments on whether leases are onerous;

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

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

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

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

(3) Significant Accounting Judgments and key Sources of Uncertainty Estimates:

Preparation of the condensed consolidated interim financial statements and application of the
accounting policies require management to make judgments, estimates, and assumptions that
affect the amounts of financial assets and financial liabilities and to disclose potential liabilities.
Moreover, these estimates and judgments affect revenues, expenses, provisions, in general,
expected credit losses, as well as changes in fair value that appear in the condensed
consolidated interm statement of comprehensive income and within shareholders’ equity. In
particular, the Bank's management requires judgments to be made to estimate the amounts and
timing of future cash flows. These estimates are necessarily based on multiple hypotheses and
factors with varying degrees of estimation and uncertainty. Meanwhile, the actual results may
differ from estimates due to the changes arising from the conditions and circumstances of
those estimates in the future.

The critical judgements and estimates used in the preparation of these condensed consolidated
interim financial information are consistent with those used in the preparation of the Bank’s
annual financial statements for the year ended December 31, 2018, except for the changes
highlighted below:

Extension and termination gptions in leases contracts

The extension or termination options are included in a number of the leasing contracts, these
options are used to increase the operational flexibility in terms of contracts management, most
of the extension and termination options are exercisable by both the bank and the lessor.
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In determining the lease term, management considers all facts and circumstances that create
an economic incentive to exercise an extension option, or not exercise a termination option.
Extension options (or periods after termination options) are only included in the lease term if the
lease is reasonably certain to be extended (or not terminated). The evaluation is reviewed in
case of occurrence of an important event or significant change in the circumstances that affect

this evaluation and that are under the control of the lessee.

Discounting of lease payment

The lease payments are discounted using the Bank’s incremental borrowing rate (*IBR").
Management has applied judgments and estimates to determine the IBR at the commencement

of lease.

{4) CASH AND BALANCES AT CENTRAL BANKS

- Statutory cash reserve amounted to JD 46,699,664 as of June 30, 2019 (JD 44,459,712 as

of December 31, 2018).

- Except for the statutory cash reserve and cash deposit for the Palestinian Monetary
Authority amounted to JD 10,635,000 There is no restricted balances as of June 30, 2019

and December 31, 2018,

Balances at Central Banks movement disclosure:

Stage (1) Stage (2) Stage (3) Total
For the six months ended June 30, 2019 JD JD JD JD
Balance at the beginning of the period 71,068,130 - - 71,068,130
New balances during the period 10,996,751 - - 10,996,751
Paid balances (3,801,798) - - (3,801,798)
Total for the current period 78,263,083 - - 78,263,083
Stage (1) Stage (2) Stage (3) Total
JD JD JD JD
For the year ended December 31,2018
Balance - beginning of the year 101,587,784 - - 101,587,784
New baiances during the year 1,107,334 - - 1,107,334
Paid balances 31,626,988 - - 31,626,988
Total for the current year 71,068,130 - - 71,068,130

- There were no transfers between the stages (one, two and three) or written-off balances as of

June 30, 2019 and the year ended December 31, 2018.
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(6) DIRECT CREDIT FACILITIES -~ NET

This item consists of the following:

June 30, December 31,
2019 2018
JD JD
Individuals (retail):
Overdraft accounts 725,181 388,050
Loans and promissory notes * 186,925,603 185,521,559
Credit cards 4,157,816 4,008,733
Real estate loans 132,340,138 122,849,817
Companies:
Large:
Overdraft accounts 85,087,388 91,666,050
Loans and promissory notes * 290,325,637 294,635,547
SMEs
Qverdraft accounts 20,104,089 23,908,023
Loans and promissory notes * 44,494 512 47,577,557
Government and public sector 37,790,842 34,146,714
Total 801,951,206 804,702,050
| Less: Expected credit loss provision ** (61,769,511) (59,143,437)
Interest in suspense ** (12,542,740) (17,684,794)
‘ Total Direct Credit Facilities - Net 737,638,955 727,873,818
‘ * Net after deducting interest and commission received in advance of JD 3,298,792 as of June

30, 2019 (JD 3,613,185 as of December 31, 2018).

** During the first half of 2019, direct credit facilities amounting to JD 16,520,056 were written off
with interest in suspense amounted to JD 7,783,841 and a provision for JD 8,736,604.

- Rescheduled credit facilities amounted to JD 6,961,912 as of June 30, 2019 (JD 17,544,755

as of December 31, 2018).

- Restructured credit facilities amounted to JD 12,617,096 as of June 30, 2019 (JD 8,8869,238

as of December 31, 2018).
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Direct Credit Facilities Expected Credit Loss

- The movement on the expected credit loss for direct credit facilities during the period / year was

as follows:
June 30, 2019 (Reviewed not audited)
Stage (1) Stage (2) Stage (3) Total
JD JD JD JD

Balance beginning of the period 7,193,440 1,612,270 50,337,728 59,143,438
Recovered from impairment loss on settled

credit facilities (581,396) (19,741) - (601,137)
Impairment provision on new credit

facilities during the period 598,482 14,528 467,034 1,080,044
Transferred to Stage (1) during the period 125,380 (103,363) (22,017) -
Transferred to Stage (2) during the period (564,153) 603,060 (38,907) -
Transferred to Stage (3) during the period (464,728) (119,267) 583,995 -
Used from provision during the period

{written-off debts) - - (37,483) (37,483)

Provision of debt transferred to regular
accounts outside the financial position
statement (8,743,008) (8,743,009)

Change due to amendments (860,853) (678,809) (2,742,600) (4,282,262)
The impact on the provision resulted
from the reclassification between the

three stages during the period - 17,513 5,192,407 5,209,920
Net loss on direct credit facilities at the end
of the period 5446172 1,326,191 44 997 148 51,769,511

- Non-performing credit facilities amounted to JD 85,742,557 representing 10/7% of the total direct
credit facilities balance as of June 30, 2019 (JD 95,751,625 representing 11/9% of the total direct
credit facilities as of December 31, 2018).

- Non-performing credit facilities after deducting suspended interest and commission amounted to
JD 73,371,646 representing 9/3% of direct credit facilities after deducting the suspended interest
and commission as of June 30, 2019 (JD 78,387,696 representing 9/9% of direct credit facilities
after deducting suspended interest and commission as of December 31, 2018).

- Direct credit facilities include a credit facilities granted to the Palestinian Authority amounted to
JD 13,525,710 as of June 30, 2019 (JD 13,111,673 as of December 31, 2018). In addition, it
includes direct credit facilites guaranteed by the Government of Jordan in an amount of
JD 5,000,000 as of June 30, 2019 and {(JD 7,500,000 as of December 31, 2018).
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For the period ended June 30, 2019
Balance at the beginning of the period

Impairment on new credit facilities

Recovered from impairment on paid credit

facilities

Transferred to stage (1)

Transferred to stage (2)

Transferred to stage (3)

Effect on provision due to change
reclassification between stages

Eftect due to adjustments

Written-off credit facilities

Balances Transferred to off balance sheet

Balance at the End of the Year

Redistribution:
Provision on an individual basis
Total

For the Year ended December 31, 2018
Balance at the beginning of the year
Impact of implementing IFRS (9)
Adjusted beginning balance of the year

Deducted from earnings during the year
Recovered from impairment loss on paid
credit facilities

Transferred to stage (1)

Transferred to stage (2}

Transferred to stage (3)

Effect on provision due fo reclassification
between stages

Effect due to adjustments

Written-off credit facilities

Balances Transferred to off balance
sheet

Balance at the End of the Year

Redistribution:
Provision on an individua! basis
Total

Corporate Governmental
Real and Public
Retail Estate {arge SME's Sector Total
JD JD JD JD JD JD
13,484,373 1,754,880 39,494,541 4,202,077 207,566 59,143,437
785,711 46,338 124,786 33,479 89,729 1,080,043
(204,291)  (13,981) (373,156) (9,708) - (601,138)
(39,161) (152,333) (672,474)  (39,533) - (903,501)
3,524 126,024 264,566  (13,684) - 380,460
35,637 26,309 407,908 53,217 - 523,071
269,417  (26,396) 3,512,836 1,457,064 - 5,209,921
(600,720) (137,287) (2,703,920) (907.382) 67,047 (4,282,262)
{25,019) - - (12,464) - (37,483)
(2,288,926) (566) (5,746,750) (70B,767) - (8,743,009
11,420,545 1,619,988 34,308,337 4,056,299 364,342 51,769,511
11,420,545 1,619,988 34,308,337 4,056,299 364,342 51,769,511
11,420,545 1,619,988 34,308,337 4,056,299 364,342 51,769,511
Corporate Governmental
Real and Public
Retail Estate Large SME's Sector Retail
JD JB JD JD JD JD
8,349,001 687,546 18,591,384 3,035,239 - 30,663,170
854,932 1,168,465 16,115649 926,720 317,059 19,382,825
92030933 1,856,011 34,707,033 3,961,958 317,059 50,045,995
1,016,918 266,540 150,765 64,882 - 4,499,095
(145,223} (87,658) (96,218) (53,747 (23,058) (405,904)
(124,278) (80,644) (720,326)  (67,967) - (993,215)
(60,208} 44,361 173,819 29,234 - 187,206
184,486 36,283 546,507 38,733 - 806,009
3,011,583 695,996 7,866,523 1,108,215 - 12,680,327
466,240 (976,009) (3,133,652) (792,047} (86,435) (4,521,803)
(15,112} - - - - (15,112)
(53,978) - - (85,185) - {139,161)
13,484,373 1,754,880 39,404 541 4202077 207,566 59,143,437
13484373 1,754,880 39494541 4.202,077 207,566 59,143,437
13,484,373 1,754,880 39,494.541 4,202,077 207,566 59,143,437

- During the first half of the year, credit facilities amounted to JD 37,483 were written off
according to Board of Directors decision to this matter (JD 15,112 for the year ended December

31, 2018).

- Above was disclosed regarding to provisions booked against debts calculated on individual

basis.
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Interests and commissions in Suspense

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

For the period ended June 30, 2019

Balance — beginning of the period

Add: Interest suspended

Less: interest reversed to income

during the period

Interest in suspense written off

Interest in suspense transferred off the
statement of financial position

Balance - End of the Period

For the year ended December 31, 2018

Balance — beginning of the year

Add: Interest suspended during the year

Less: Interest reversed to income during

the year

Interest in suspense written off

Interest in suspense transferred off the
statement of financial position

Balance - End of the Year

Real Government
Estate Corporate and
Individuals Loans Large SME's Public Sector Total
JD JD JD JD JD JD

1,893,506 1,136,321 12,462,962 2,192,005 - 17,684,794

474,663 241,867 1,895,388 668,542 - 3,280,460

(195,859) (179,092) (44,989) (139,505) - (559,445)

(4638)  (31,635) - (41,306) - (77,579)

(662,508) (67,065) (6,507,150) (548,786} - (7,785,481)

1,505,164 1,100,386 7,808,211 2,130,968 - 12542739

Government
Real Estate Corporate and
Individuals Loans Large SME's Public Sector  Individuals
JD JD JD JD JD JD

1,066,058 837,497 9,712,031 1,716,377 - 13,331,963
1,060,820 436,608 3,673,486 699,728 - 5,870,732
(9,520) (32,401 (625,826) (946) - {668,693)
(195,674) {105,473) (296,729) (142,238) - (740,114)
{28,178) - - (80,9186) - (109,084)
1,893,506 1,136,321 12,462,962 2,192,005 - 17,684,794

- There are direct credit facilities amounted to JD 122,613,758, interest in suspense amounted to
JD 71,302,632 with a booked provision amounted to JD 311,125 as of June 30, 2019, which
were listed among regular accounts off the condensed interim statement of financial position in
accordance to the board of directors decisions, for considering those accounts fully covered as
of the date of the condensed interim financial statements.

Total direct credit facilities split based on geographical and economic sectors as follows:

Total

December 31,

Inside the kingdom  Outside the kingdom June 30, 2019 2018
JD JD JD JD
Financial 34,784,742 12,090,000 46,874,742 50,914,488
Industrial 78,580,497 1,019,995 79,600,492 69,912,297
Trades 145,749,838 16,185,744 161,935,582 166,068,817
Constructions 41,712,366 6,490,870 48,203,236 60,624,545
Real Estate 123,234,569 9,105,570 132,340,139 122,849,817
Services and others 58,627,911 8,695,186 67,223,097 66,543,950
Tourism,hotels and restaurants 24,273,221 - 24,273,221 25,753,490
Agriculture 6,436,342 43,287 6,479,629 6,635,160
Shares 5,421,626 - 5,421,626 11,334,430
Individuals 178,687,271 13,121,329 191,808,600 189,918,342
Governmental and public sector 24,238,132 13,552,710 37,790,842 34,146,714
Total 721,646,515 80,304,691 801,951,206 804,702,050
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(7) FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

The detaits of this item are as follows:

June 30, December 31,
2019 2018
JD JD
Quoted shares in active markets 1,719,488 1,792,801
Total 1,719,488 1,792,801
(8) FINANCIAL ASSETS AT FAIR VALUE THROUGH COMPREHENSIVE INCOME:
The details of this item are as follows:
June 30, December 31,
2019 2018
JD JD
Quoted shares in active markets 8,273,412 8,215,901
Unquoted shares in active markets * 3,740,059 3,699,401
Total 12,013,471 11,915,302

statement.

These shares were evaluated based on the latest available audited or reviewed financial

- Cash dividends for the above mentioned investments amounted to JD 423,555 for the six-month
period ended June 30, 2019 (JD 253,788 for the six-month period ended June 30, 2018).

- Losses resulting from the sale of shares at fair value through comprehensive income amounted

to JD 0 as of June 30, 2019 (JD 4,820 for the six months’ period ended June 30, 2018).

(9)FINANCIAL ASSETS AT AMORTIZED COST — NET

The details of this item are as follows:

Treasury bonds and bills — Central Bank of Jordan
Governmental guaranteed bonds
Corporates loans bonds

Total
Less: Impairment provision of financial assets at amortized cost
Net Financial Assets at Amortized Cost

Bills and Bonds Analysis
With fixed rate
Total

-21 -

June 30, December 31,
2019 2018
JD JD
285,848,624 295,367,167
2,000,000 2,000,000
6,854,000 5,747,900
294,702,624 303,115,067
(646,282) (83,456)
294,056,342 303,031,611
294,056,342 303,031,611
294,056,342 303,031,611




Stage (1) Stage (2) Stage (3) Total
JD JD JD
Begging balance 303,115,067 - - 303,115,067
New balances during the period 105,277,088 - - 105,277,088
Settlement balances (113,689,531) - - (113,689,531)
Transferred to stage 1 - - - -
Transferred to stage 2 - - - -
Transferred to stage 3 (2,000,000) - 2,000,000 -
Balance at the end of the period 292,702,624 - 2,000,000 294,702,624
Movement on expected credit loss provision:
Stage (1) Stage (2) Stage (3) Total
JD JD JD JD
Begging balance 83,456 - - 83,456
New balances during the period - - - -
Settlement balances - - - -
Transferred to stage 1 - - - -
Transferred to stage 2 . - - -
Transferred to stage 3 (28,043) - 28,043 -
Changes due to amendments 24,384 - - 24,384
Impact on provision duo to the reclassification
between the three stages - - 538,442 538,442
Balance at the end of the period 79,797 - 566,485 646,282

(10) PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS

a- Additions of property and equipment for the six-month period ended June 30, 2019 amounted
to JD 1,468,050 (JD 876,014 for the six-month period ended June 30 2018) mostly
representing additions to office equipment and computers. While the disposals for the six-
month period ended June 30, 2019 was JD 499,772 (JD 231,910 for the six-month period

ended June 30, 2018).

b- Additions of infangible assets for the six-month period ended June 30, 2019 amounted to
JD 120,321 (JD 514,629 for the six-month period ended June 30 2018) mostly representing
additions to software and programs. While there have not been any disposals for the six-

month period ended June 30, 2019 and 2018.
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(11) OTHER ASSETS

This item consists of the following:

Accrued interest and revenues
Prepaid expenses

Assets seized by the Bank against due debts - net *
Assets seized by the Bank sold on instalments - net

Refundable deposits
Clearance checks

Purchase of time withdrawals, policies and letters of

credit — net **
Other

Total

June 30, December 31,
2019 2018
JD JD

9,164,999 9,879,893
2,645,365 1,958,727
80,297,898 84,736,553
5,247 620 1,625,766
739,678 462,906
798,347 1,396,495
22,866,043 9,289,702
3,154,077 1,738,549
124,914,027 111,088,591

* The following is the movement on the assets seized by the bank against due debts during the

period/year:

Balance - beginning of the period/year
(net after impairment loss)

Additions during the period/year
Disposals during the period/year
Transfers

Effect of impairment for the period/year
Balance —~ at the End of the Period/Year

For the Year
Ended

For the Six-Month Period December 31,

Ended June 30, 2019 2018
Seized
Seized shares and
Properties others Total Total
JD JD JD JD

84,152,204 584,348 84,736,552 84,318,625
165,256 - 165,256 3,002,103
(3,733,136) - {3,733,136) (2,399,674)
- - - 267,951
{1,185,767) 314,003 (870,774) (542,452)
79,398,557 899,341 80,297,898 84,736,553

- The movement on impairment losses on assets seized by the bank against debts during the

period / year is as follows:

Balance — beginning of the period/ year

Booked provision during the periodf year

Properties sold on instalments during the
Period / year

Transfers

Used from provision during the periodfyear

Unrealized losses {profit) for seized shares

Balance - End of the Period/Year

For the Year

Ended
For the Six-Month Period December
Ended June 30, 2019 31, 2018
Seized
Seized Shares and
Properties others Total Total
JD JD JD JD
4 685,051 247,826 4 932 877 4 840,504
1,210,048 226,350 1,436,398 (10,824)
- - ) {14,842)
- - - 118,039
{24,283) - (24,283) -
- {541,345) (541,345) 450,082
5,870,818 (67,169) 5,803,647 5,382,959
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*K

According to Central Bank of Jordan instructions, properties and shares seized by the Bank
against due debts from customers should be disposed within two years from the date of
acquisition. The Central Bank of Jordan can extend this period for maximum two consequent
years for exceptional cases.

This item includes JD 226,350 against provision for seized shares by the Bank for the period
ended June 30, 2019, according to Central Bank of Jordan circular No. 10/5/16615 dated
December 18, 2017 whereby the Bank started to calculate a provision gradually for the seized
shares against due debts which were held for more the 4 years. In addition this item includes an
amount of JD 751,040 against provision for seized properties according to Central Bank of
Jordan circular No. 43/1/10 dated December 31, 2018, with an approval to install the
impairment value over five years upon equal instalments starting from the year 2019, moreover,
this item includes impairment loss with an amount of JD 460 thousand against property sold
over instalments. :

Disclosure on time withdrawals balances and purchased letter of credit before provision:

Stage
Stage (1} (2) Stage (3) Total
_ JD JD JD JD
Balance beginning of the period 9,303,197 - - 9,303,197
New batances during the period 16,192,345 - - 16,192,345
Recovered balances (2,447 600) - - (2,447 .600)
Total balance for the current period 23,047,942 - - 23,047,942
Disclosure on the movement of expected credit loss:
Stage (1) Stage (2) Stage (3) Total

JD JD JD JD
Balance beginning of the period 13,495 - - 13,485
New balances during the period 171,918 - - 171,918
Settled balances (3,514) - - {3,514)
Total balance for the current period 181,898 - - 181,889
Net balance 22,866,043 22,866,043
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{12) CUSTOMERS’ DEPOSITS

The details of this item are as follows:
June 30, 2019

Corporate
Government
and Public
Individuals Large SMEs Sector Total
JD JD JD JD JD
Current and on call accounts 49,649,716 21,391,330 36,820,960 8,937,806 116,799,812
Saving deposits 168,316,020 816,351 495,635 734,181 170,362,187
Certificates of deposits 31,905,965 - 10,000 - 31,915,985
Time deposits subject to notice 325,278,886 85,462 531 83,255 353 113,835,466 607,832,236
Total 575,150,587 107,670,212 120,581,948 123,507,453 926,910,200
December 31, 2018
Corporate Government
and Public
individuals Large SMEs Sector Total
JD JD JD JD JD

Current and on call account 46,196,233 19,613,434 40,483,360 14,980,392 121,273,419

Saving deposits 152,696,750 1,158,606 466,116 882,200 155,203,672

Certificates of deposits 34.418,009 - 16,000 - 34,434,009

Time deposits subject to notice 309,811,416 98,662,774 83,422,699 90,317,299 582 314,188

Total 543,222,408 119,434,814 124,388,175 106,179,891 803,225,288

- Total deposits of Jordanian Government and public sector inside the Kingdom amounted to
JD 79,432,068 which is equivalent to %8/6 of total deposits as of June 30, 2019 (JD
78,922,919, equivalent to 8/8% of total deposits as of December 31, 2018)

- Non-interest bearing deposits amounted to JD 113.914,778 which is equivalent to %12/3 of
total deposits as of June 30, 2019 (JD 120,620,900, equivalent to 5/13% of total deposits as

of December 31, 2018).

- Restricted deposits (restricted to withdrawals) amounted to JD 10.011.441, which is
equivalent to %1/1 of total deposits as of June 30, 2019 (JD 11,103,462, which is equivalent

to 2/1% of total deposits as of December 31, 2018).

- Dormant deposits amounted to JD 8,799,208 as of June 30, 2019 (JD 10,361,366 as of

December 31, 2018)
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(13) BORROWED FUNDS

These funds have been received from the Central Bank of Jordan, for the purpose of financing
micro, small and medium companies, within a program of medium financing terms and will be
reimbursed through semi-annual instalments inclusive of interest.

This item includes the following:

June 30. 2019

L.oan from World Bank through
Central Bank of Jordan

Loan from Arab Monetary Funds
through Central Bank of Jordan

Advances from Central Bank of
Jordan

Jordanian Mortgage Refinance
Company

Jordanian Mortgage Refinance
Company

Jordanian Mortgage Refinance
Company

International Fund for Agricuitural
Development through the Central
Bank

Central Bank of Jordan for
Mortgage bonds

Total

Loan
Interest
Total Loans Utilized Settlement method Guarantees Price
JD JD JD
20 years including 5
years grace period
2,000,000 1,700,000 settled in semi-annual %2/5
instalments
10 years including 3
years grace period
2,100,000 1,512,000 settled in semi-annual %215
instalments
2 years settled in semi-
11,647 616 11,647,617 annual instaiments %2{5
Transfer of
One Payment on
10,000,000 10,000,000 september21,2021 Mg:ggsge %616
Transfer of
One payment on
10,000,000 10,000,000 august16,2021 Mortgage %66/35
Funds
Transfer of
One Payment cn
10,000,000 10,000,000 February 5, 2024 Mgrtgage %618
unds
18 years including 3
years grace period
750,000 464,305 settled in semi-annual - 862135
instaiments
Cne Payment on Mortgage
50,000,000 August 7, 2019 bonds el
95,323,922
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December 31, 2018

Loan from World Bank through
Central Bank of Jordan

Loan from Arab Monetary
Funds through Central bank of
Jordan

Advances from Central Bank of
Jordan

Jordanian Mortgage Refinance
Company

Jordanian Mortgage Refinance
Company

International Fund for
Agricultural Development
through the Central Bank

Centrai Bank of Jordan for
Mortgage bonds

Total

Total Loans

Utilized

Settlement method

Loan Interest
Price

Guarantees

JD

2,000,000

2,100,000

9,665,824

10,000,000

10,000,000

750,000

JD

1,800,000

1,659,000

9,565,824

10,000,000

10,000,000

457,049

50,000,000

83,481,873

JD

20 years including 5
grace period
repayment on semi-
annual instalments
10 years including 3
grace period
repayment on semi-
annual instalments
2 years payable on
semi-annual
instalments

One Payment on
September 21, 2021

One Payment on
August 16, 2021

18 years including 3
years grace period,
repayment on semi-
annual
instalments
One Payment on
February 6, 2019

- %215

- %2/5

- %2/25

Transfer of
Mortgage
Funds
Transfer of
Mortgage
Funds

%6/6

%6/35

- 2/35%

Mortgage

bonds %4/5

- Refinanced funds amounted to JD 14,055,151 as of June 30, 2019 (JD 12,039,664 as of
December 31, 2018) with interest rates ranging from %3 t6%10.

(14) INCOME TAX

a. Income Tax Provision

The movement on the provision for income tax during the period / year was as follows:

Beginning balance for the period/year

Income tax payable on profit for the period/year

Income tax paid - Palestine Branches
Income tax paid - Jordan Branches

Ending Balance for the Period/Year
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For the Three- For the Year

Months Ended Ended December
June 30, 2019 3, 2018
JD JD

745,548 3,145,154
19,302 670,919
(90,019) (187,755)
- (2,882,770)
674,831 745,548




b. Income Tax Expense

Income tax expense in the condensed interim statement of income represents the following

For the Six-Month
Period Ended on

June 30,

2019 2018

JD JD
Income tax incurred on current period Profit - Jordan 19,302 3,076
branches
Income tax incurred on current period Profit - Palestine - 1,658,849
branches
Deferred tax assets 1,873,766 371,670
Deferred tax Liabilities (14,107) N
Income tax incurred on prior years profit - 320,991

Total 1,878,961 2,107,917

c. Summary of Reconciliation between Declared Income and Taxable Income

The following is a summary of the reconciliation between accounting income and taxable
income:

For the Six-Month Period Ended

June 30,
2019 2018
JD JD
Declared income 4,155,255 5,314,330
Add: Unacceptable tax expenses 3,048,881 1,133,095
Less: Exempted tax income (7.947 671) (2,245,038)
Adjusted Taxable Income (743,535) 4,202,387
Income Tax Rate
Bank branches in Jordan 38% 35%
Bank branches in Palestine 15% 15%

d. Tax Status

Jordan Branches

The Bank’s income tax returns for Jordan branches have been submitted up to the year 2016.
As for the year 2017 and 2018. The Bank submitted its tax return within the legal period.
However, no final settlement has been reached yet.

Palestine Branches
The Bank has settled income tax for Palestine branches up to the year 2017, while for the year
2018, the Bank has submitted income tax return and is currently in the process of settling the

tax status with the Income Tax Department in Palestine, however final settlement has not been
reached yet.

In the opinion of the Management and the Bank’s Tax advisors in Jordan and Palestine, no
liability would exceed the booked provision by the Bank and its related branches, and the
booked income tax provision is sufficient to settle the potential tax obligations as of the date of
the condensed interim financial statements
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The deferred tax benefits above are for Jordan branches only. Considering that there is no deferred

tax benefits in Bank branches in Palestine.

Deferred tax assets resulting from valuation loss of financial assets at fair value through
comprehensive income appear within valuation reserve of financial assets at fair value in the

owners’ equity statement.

¢- The movement on deferred tax assets during the period was as follows:

For the Six- Forthe year For the Six- For the
Month Period ended Month Period year ended
Ended June 30, December Ended June December
2019 31,2018 30, 2019 31, 2018
Assets Assets Liabilities Liabilities
JD JD JD JD
Balance - beginning of the year 13,867,924 4,032,827 14,107 -
Deferred tax assets impact due to IFRS (9)
implementation - 10,093,909 - -
Adjusted balance - Beginning of the Year 13.867.924 14,126,736 14,107 -
Additions during the year 806,266 1,972,283 - 14,107
Disposais during the year (2,741,056) (3,441,958) (14,107) -
Addition due to tax rate adjustment - 1,210,883 - -
Balance - End of the Year 1 1,933,135 13,867,924 - 14,107

Deferred tax assets for Jordan branches have been calculated using 38% as of January 1, 2019

according to the Income Tax Law No. (38) for the year 2018.

(15) OTHER PROVISIONS

The movement for this item during the period / year is as follows:

Balance - Balance —
beginning of Expense for Paid During  End of the
the period the period the period Period
JD JD JD JD
Provision for lawsuits against the Bank 146,472 381,812 (174,458) 353,826
Provision for end-of-service indemnity 777,794 139,304 (70,550) 846,548
Others 1,000,000 - - 1000,000
Totai 1,924,266 521,116 (245,008) 2,200,374
Balance - Balance —
For the Year Ended beginning of Expense for Paid During End of the
December 31, 2018 the Year the Year the Year Year
JD JD JD JD
Provision for lawsuit against the Bank 110,838 45,364 (9,730) 146,472
Provision for end-of-service indemnity 780,048 245,709 (247,964) 177,794
Others - 1,000,000 - 1,000,000
Total 890,887 1,291,073 (257,694) 1,924,266
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(16) OTHER LIABILITIES
This details of this item are as follows:
June 30, December 31,
2019 2018
JD JD
Acceptable checks 6,768,281 6,163,241
Unpaid accrued interest 6,533,200 8,739,300
Refundable and various deposits 5,895,757 2,998,540
Safe deposits boxes 108,922 101,485
Shareholders’ deposits 15,759 15,759
Income tax and social security deposits 416,358 363,643
Unpaid accrued expenses 1,009,025 2,055 592
Transactions in transit between branches - 491172 ;
Board of Directors' remuneration 55,000 55,000 ;
Received amounts on the sale of land and real estate* 11,715,812 10,563,174 :
Inward transfers 1,145,843 (125)
Provision for expected credit losses for off balance sheet items ** 6,103,220 6,570,763 :
Others 1,484,570 294 898
Total 41,251,748 38,412,442
* The movement on this item during the period / year is as follow:
For the Six- For the
Month Period Year Ended |
Ended June 30, December 31, '
2019 2018 :
JD JD
Balance beginning of the period / year 10,563,174 8,530,135 ;
Amounts received 1,152,638 2,386,718
Disposals - (353,679) f
Balance - End of the Period / Year 11,715,812 10,563,174 §
|
* The movement on this item during the impartment as follow: ;
Stage (1) Stage (2) Stage (3) Total 1
JD JD JD JD |
Balance beginning of the 22,553,968 6,985,922 333,075,009 ‘
period 303,535,119
New balances during the 5171 123 15,559,717
period 15,554,423
Settlement balances (10,233,608) (175,840) (117,328) (10,526,774)
Transferred from stage 1 17,250,984 (17,130,241) (120,743) -
Transferred from stage 2 (9,671,709) 9,673,709 (2,000) -
Transferred from stage 3 {418,626) (428,550) 847,176 -
Changes from adjustments (9,197,138) (2,593,564) (89,416) (11,880,118) f
Balance at the end of the
period 306,819,447 11,904,653 7,503,734 326,227,834 :
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The movement on this item for the impartment as follow:

Balance beginning of the period
New balances during the period
Settlement balances
Transferred from stage 1

Transferred from stage 2
Transferred from stage 3

impact from the reclassification
between stages

Changes from adjustments

Balance at the end of the period

Stage (1) Stage (2) Stage (3) Total
JD JD JD JD

2,427,037 514,673 3,629,054 6,570,764
47,349 63 123 47,535
(298,220) (463) - (298,683)
40,108 (39,956) (152) -
(234,936) 234,936 - -
(8,0800 (2,066) 10,146 -
- (294,775) 164,557 (130,218)
(410,809) (12,351} 336,982 (86,178)
1,562,449 400,061 4,140,710 6,103,220

(17) AUTHORIZED AND PAID-UP CAPITAL

The General Assembly of the Bank approved in its extraordinary meeting held on April 30, 2017
to increase the capital by JD/share 7,125,000 through capitalizing part of the retained earnings
and distributing it to the shareholders for free. The procedures of increasing the paid up capital
have been completed on June 7, 2017. The authorized and paid up capital became JD/share
120,000,000 as of June 30, 2019 and December 31 2018.

(18) LEGAL RESERVE

According to Jordanian Companies Law, the Bank did not book any legal reserves for this
period as this is an interim statements and these allocations should be done at the year end.

(19} FAIR VALUE RESERVE - NET

The movement on the fair value reserve for the period / year are as follows:

Balance - beginning of the year

Unrealized (losses) - Net

Released from selling financial assets at fair value
through other comprehensive income

Balance - End of the Year

For the Six-
Month Period For the Year Ended
Ended June 30, December 31,
2019 2018
JD JD

(2,053,183) (1,504,051)
37,370 (552,104)
- 2972
(2,015,813) (2,053,183)

- The fair value reserve includes JD 311,112 as of June 30, 2019 (JD 311,112 as of December 31,
2018) as an impact related to the implementation of the Internationai Financial Reporting

Standard No. (9).
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(20) ACCUMULATED LOSSES

The movement on this item during the period/year follows:

Balance - beginning of the period/year

Effect of IFRS 9 Implementation on Impairment

IFRS 9 implementation impact on deferred tax assets

Transferred from general bank credit risk reserve after the
implementation of IFRS 9

Adjusted balance

Profit for the year

Transferred to reserves

losses from

selling financial

comprehensive income

Balance — End of the Periocd/Year

assets

through other

For the Six- For the year
Month Ended, Ended
June 30, December 31,
2019 2018
JD JD

(1,214,496) 8,125,824

- (30,065,991)

- 10,093,909

- 7,002,848

(1,214,496) (4,843,410)

- 5,029,366

(293,514) (1,395,632)

- (4,820)

(1,508,010) (1,214,496)

Accumulated losses add an amount of JD 11,933,135 as of June 30, 2019 restricted against
deferred tax assets according to the Central Bank of Jordan instructions.

Use of earnings in an amount equal to negative cumulative change in fair value of financial
assets amounted to JD 2,015,813 as of June 30, 2019 is restricted (including JD 311,112
against implementing International Financial Reporting Standard No. (9)), according to Jordan
Securities Commission and Central Bank of Jordan.
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{21) Interest Income
The details of this item are as follows:

Direct credit facilities:
Individuals (retail)

Overdraft accounts

Loans and promissory notes

Credit cards
Real - estate foans
Companies
Large

Overdraft accounts

Loans and promissory notes
Small and medium

Overdraft accounts

Loans and promissory notes
Government and public sector
Balances at central banks
Balances and deposits at banks and financial institutions
Financial assets at amortized cost

Total

{22) Interest Expense

The details of this item are as follows:

Deposits at banks and financial institutions
Customers deposits:
Current and call accounts
Saving accounts
Time and notiée deposits
Deposits certificates
Cash margins
Deposits guarantee fees
Borrowed funds
Total
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For the Six-Month Period
Ended June 30,

2019 2018
D D

77,067 124,409
7,476,372 6,962,994
364,103 340,313
5,592,340 5,592,658
3,870,871 1,873,785
10,371,508 10,577,518
927,868 458,584
2,097,725 2,360,921
991,007 1,085,658
865,198 624,077
926,017 207,995
6,254,273 8,934,725
39,814,349 39,143,636

For the Six-Month Period
Ended June 30,

2019 2018
D D
2,513,698 2,794,138
326,273 267,719
867,707 911,169
15,186,993 15,679,353
867,418 922,456
1,232,411 1,382,438
736,618 1,031,158
2,143,369 84,935
23,874,487 23,073,366




(23) EXPECTED CREDIT LOSSES PROVISION

(24)

This item consists of the following:

For the six months ended June 30

2019 2018

Balances and deposits at banks and financial
institutions (48,000) (218,978)
Direct credit facilities 1,369,082 3,128,635
Debt instruments within financial asseis at
amortized cost portfolio 562,825 (2,013)
In-direct credit facilities and other commitments (467,543) (2,420,742)
Purchased credits and time withdrawals 168,404 180,169
Total 1,584,768 667,071

GAINS FROM FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
The details of this item are as follows:
For the Six-Month Period Unrealized
Ended June 30, 2019 Realized Gains (Losses) Dividends Total

JD JD JD JD

Companies’ quoted

shares in active markets - (73,313) 291 (73,022)
For the Six-Month Period Unrealized
Ended June 30, 2018 Realized Gains Gains Dividends Total

JD JD JD JD

Companies’ quoted

Shares in active market 20,213 142,102 - 162,315

- 35 -




25, Other Income - Net

The details of this item are as follows:

Income from credit cards - net

Safe box rent

Transfers income

Cheques income

Telecommunication income

Recovery of debts previously written-off *

Gain (loss) from sale of property and equipment
Gain from seized properties

Income from account services

Insurance income

Others

Total

For the Six-Month Period
Ended June 30,

2019 2018
D D
114,264 89,376
33,921 24,330
205,089 199,744
345,710 381,942
38,965 38,874
614,913 969,394
- 9,803
14,108 17,304
470,514 347,146
37,616 84,403
328,098 506,834
2,203,198 2,669,150

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

during the previous years outside the statement of financial but recovered during the period

ended June 30, 2019.
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26. Other Expenses

The details of this item are as follows: For the Six-Month Period
Ended }une 30,

2019 2018
1D 1D

Rent 695,798 623,318
Water, electricity and telecommunication expenses 744,844 655,248
Maintenance repair and expenses 333,755 404,418
Marketing and advertisements 165,777 818,474
Donations 111,319 87,908
subscription 488,204 334,841
Fees, licenses and taxes 531,155 542,140
Stationery and publications 297,640 252,229
Cleaning 330,700 220,943
Collection incentives 30,174 8,576
Board of Directors' remunerations 192,767 651,347
Legal and lawyer fees 234,054 293,677
Professional and consultancy fees 210,608 205,645
Programs and computers maintenance 602,822 565,098
Impairement/{Recovered from) seized stocks against debt * (541,345) 189,649
Insurance expenses 233,451 218,422
Hospitality 48,695 49,689
Losses from selling seized properties 2,000 183,632
Others 262,985 493,000

Total 4,975,403 6,798,254

* This amount represents unrelaized profits for the repossessed financial assets as a result of an increase in the price

during the period ended June 30, 2019

27. Cash and Cash Equivalents

The details of this item are as follows:

June 30,
2019 2018
D iy
Balances at central banks maturing within three months 104,366,115 127,390,983
Add: Balances at banks and financial institutions maturing within three months 67,545,020 32,016,848
Less: Banks and financial institutions deposits maturing within three months (37,880,219) (35,673,561)
Total 134,030,916 123,734,270
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(29) CAPITAL MANAGEMENT

a. Description of Capital:

Capital is categorized into various categories, such as; paid-up capital, economic capital, and
regulatory capital. Moreover, regulatory capital is defined, according to the Banks Law, as the
total value of the items determined by the Central Bank for control purposes to meet the
requirements of the capital adequacy ratio required by the Central Bank of Jordan instructions.
Furthermore, regulatory capital consists of two parts: Primary Capital (Tier 1) made up of paid-
up capital, declared reserves (including statutory reserve, voluntary reserve, share premium,
and treasury share premium}, and retained earnings after excluding restricted amounts and
non-controlling interests net of loss for the period (if any), costs of the acquisition of treasury
shares, deferred provisions approved by the Central Bank, restructuring goodwill balances, as
for the second part (Tier 2), additional paid in capital, it consists of the foreign currencies
translation differences, general banking risks reserve, instruments with debt-equity shared
characteristics, support debts and 45% of the financial assets valuation reserve, if positive, and
is deducted in full, if negative. '

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

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

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

Instructions of the Central Bank require that paid-up capital not to be less than JD 100 million
and shareholders’ equity-to-assets ratio not to be less than 6%. Moreover, the Central Bank
instructions require that the ratio of regulatory capital to assets weighted by risks and market
risks (capital adequacy ratio) be not less than 12% which the Bank considers to meet.
Furthermore, the Bank increased its issued and paid-up capital during the year 2017 to become
JD/share 120,000,000 according to the General Assembly decision taken on June 30, 2017,
whereby the increasing paid-up capital procedures were completed on June 7, 2017.

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

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

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

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

3.  Ratio of total loans granted to the major ten customers of the Bank to total loans extended
by the Bank.
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¢. The Method of Achieving Capital Management Goals.

The Bank considers the compatibility of the size of its capital with the size, nature, and
complexity of the risk the Bank is exposed to in a manner that does not contradict the prevailing
regulations and instructions. This is reflected in its strategic plans and annual budgets. In order
to further hedge and bind the surrounding cycles with the economic circumstances the board of
directors have decides through bank strategy that the acuity for capital rate is 12% after taking
into consideration the capital increase in 2017 and 2016.

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

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

Capital adequacy ratio is calculated according to the Central Bank of Jordan instructions based
on Basel 1ll Committee resolutions. The following is the capital adequacy ratio compared with

the previous year:

Primary Capital ltems:

Authorized and paid-up capital
Accumulated (Loss)

Other Comprehensive Income Items:
Fair value reserve — net

Statutory reserve

Cyclicality reserve
Total Primary Capital before Regulatory
Amendments

Less:

- Intangible assets — net

Deferred tax assets
Deferred accepted provisions by Central Bank
Total Regulatory Amendments

Net Primary Capital

Supplementary Capital ltems:
Provision balance required against financial
instrument in stage 1

Total Regulatory Capital

Assets Weighted by Risk:
Credit risk
Market risk

QOperational risk
Net Assets Weighted by Risk

Ratio of Regulatory Capital
Primary Capital Ratio

-42 -

June 30, December 31,
2019 2018
JD JD
120,000,000 120,000,000
(1,508,011) (1,214,496)
(2,015,812) (2,053,184)
14,714,562 14,714,563
2,697,047 2,597,047
136,064,080 134,043,930
(2,143,990) (2,313,919)
{11,933,135) (13,867,924)
(7,119,046) (7,870,096)
(21,196,171) (24,051,939)
114,867,909 109,991,991
7,392,419 9,887,533
122,553,842 119,879,524
974 973,557 043,441,362
12,368,692 6,410,146
88,975,817 88,975,817

1,076,318,066

1,038,827,325

11.39%

11.54%

10.67%

10.569%
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3. Credit exposures of which reclassification has been amended:

1. The below mentioned disclosures are prepared In two phases: The first for the gross credit exposure and the second for the expected credit losses amount

a. Reciassified gross credit exposure:

Item

Balances at central banks

Balances at banks and financial institutions
Credit facilities

Bonds and debentures

Within financiaf assets at amortized cost
Financial instruments derivatives

Other assets

Total

off balance sheet and other libillties

Total

b. Reclasslfied exposures credit losses:

Item

Balarnces at central banks

Balances at banks and financial institutions
Credit facilities

Bonds and debenturas

Wwithin financiai assets at amortized cost
Financial instruments derivatives

Pledged financial assets (deht insturments)
Other assets

Total

off balance sheet and other libiHties

Total

Stage 2 Stage 3 Gross Reclasslfled
Gross exposure Reclassified Gross exposure Reclassified reclasslifled axposures
amount exposures amount exposures exposures percentage
76,430,313 46,818,478 85,742,557 14,879,553 61,698,031 7.65%
- - 2,000,000 2,000,000 2,000,000 68%
76,430,313 46,818,478 87,742,557 16,879,553 63,698,031
11,904,653 9,673,709 7,503,734 847,176 10,520,885 3.20%
88,334,966 56,492,187 95,246,291 17,726,729 74,218,916

Reclassified exposures

Reclassified exposures expected credit loss

Reclassified Reclassified
expesures from  exposures from Reclassified Stage 2 Stage 3

Stage 2 Stage 3 exposures Individual Individual Total
46,818,478 14,879,553 61,698,031 603,060 583,995 1,187,055
- 2,000,000 2,000,000 - 28,043 28,043
46,818,478 16,879,553 63,698,031 603,060 612,038 1,215,008
9,673,709 847,176 10,520,885 234,936 10,146 245,082
56,492,187 17,726,729 74,218,916 837,996 622,184 1,460,180
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33. Contingent Liabilities and Commitments

At the date of the condensed interim financial statements the Bank had probable obiigations as follows:

June 30, December 31,
2019 2018
o D

Letters of credit 25,901,132 30,416,261
Acceptances 9,039,178 17,604,541
Guarantees:;
Payment, 36,998,444 22,488,576
Performance guarantee 46,829,252 58,827,263
Other 61,941,977 68,649,015
Unutilized direct credit facilities ceilings 72,943,482 75,767,165
Fotal 253,653,466 273,752,821

34. lLawsuits against the Bank
The lawsuits against the Bank amounted to JD21,110,369 as of June 30, 2019 {ID 10,033,504 as of December

31, 2018). In the opinion of the management and legal advisor, no liability shall arise against the Bank exceeding

the provision recorded which amounted to 1D 353,826 as of June 30, 2019 (1D 146,473 as of December 31, 2018).

35. Comparative Fiqures

During the six months ended June 30, 2019, management adusted the comparative figures for the six months ended
June 30, 2018 to comply with the requirements of IAS {8). The adjustments on the statement of changes In equity for
the six months ended June 30, 2019 stemmed from errors in the calculation of the initial implemntation of expected
credit losses model used to determine the amount of expected credit losses provision needed for various receivables
and finanical instruments, which are subject to the requirements of International Finanical Reporting Standard (9) and
related deferred tax treatment,

June 30,2018

hefore effect of adjusted

adjustment adjustment amount
Statement of Income
Provision for expected credit losses 771,261 (104,190) 667,071
Income tax for the period (2,213,026) 105,110 (2,107,916)
Profit for the period 3,101,304 209,300 3,310,604
Famings per share basic and dilutive -/026 -/001 -/027
Interim changes in equity statement
(Accumulated losses) (3,037,084) (1,807,460) (4,844,544)
Interim cash flows statement
Profit for the period before tax 5,314,330 104,190 5,418,520
Provision for expected credit losses 771,261 (104,190) 667,071
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