To:Jordan Securities Commission
Amman Stock Exchange

Date:- 30/03/2017

Subject: Audited Financial Statements for the fiscal

year ended 31/12/2016
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Attached the Arabic Audited Financial
Statements of Arab Bank Group and Arab bank
PLC for the fiscaiyéar ended 31/12/2016 after
being approved by Central bank of Jordan in

addition to a translated English financials
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Kindly accept our high appreciation and

respect.

Sami Abdel \iz
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders
Arab Bank plc
Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Arab Bank Company, its subsidiaries, and
its sister Company “the Group” which comprise the consolidated statement of financial position as
of December 31, 2016, and the consolidated statements of income, comprehensive income, changes
in owners’ equity and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Arab Bank Group as of December 31, 2016, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the other ethical requirements in Jordan that
are relevant to our audit of the Group’s consolidated financial statements, and we have fulfilled our
other ethical responsibilities. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Explanatory Paragraph

We refer to disclosure Number (57) in the accompanying consolidated financial statements in
relation to the lawsuit filed against the Bank in the United States of America in 2004. This has no
impact on our unmodified opinion.

Mermber of Deloitie Touche Tohmatsu Limited
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current year. These matters were addressed
in the context of our audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters:

Provision for Lawsuits and Legal Claims
Risks

According to the International Financial
Reporting Standards, the Group has to estimate
the provision for lawsuits and legal claims, in
particular the lawsuit and the related settlement
in the United States of America, legal claims
associated with it, and the reserving against these
claims at the end of each reporting period.
Moreover, since the provision for legal claims is
based on accounting estimates it's considered a
key audit matter since the assessment process
depends heavily on professional judgment which
is based on the expected assumptions of the
future outcomes for the lawsuits and related
settlements, and management’s estimates based
on the legal inputs and the recommendations of
the Bank’s legal counsels.

Adequacy of Provision for Impairment of
Credit Facilities

The provision for impairment of credit facilities
is considered a key audit matter to the financial
statements, as its calculation requires
assumptions, management’s use of estimates for
low credit ratings and the probability that debts
will not be collected as a result of the
deteriorating economic and financial conditions
in light of inadequate guarantees.

The nature and characteristics of credit facilities
granted to these debtors vary from one sector to
another and from one country to another, due to
the extemal wide span of the Bank. Therefore,
the  impairment  provision  calculation
methodology differs due to varied sectors and
varied risk assessment relating to those countries
and their legal and regulatory requirements.

Scope of Audit to Address the Risk

Our audit procedures included obtaining
support from internal and external legal
counsels handling the lawsuits in evaluating the
adequacy of managements’ estimates and
expected outcome probabilities, in particular to
those related to the risk probability assumptions
and contingent liabilities. In addition, our
procedures assessing the adequacy of the legal
cases disclosure and the related settlement in the
United States of America set out in Note (57).

Scope of Audit to Address the Risk

The performed audit procedures included
understanding the nature of the credit facilities
portfolio, testing the internal control system
followed in credit granting and monitoring, and
assessing the reasonableness of management’s
estimates of the provision for impairment. We
also have understood the Bank’s policy in
calculating the provision, and tested a sample of
performing, watch-list, and non-performing
credit facilities at the Group level as a whole.
We have evaluated the factors affecting the
calculation of the provision for impairment of
credit facilities. This included evaluating the
available collaterals, customers’ financial net
worth, management’s estimates of future cash
flows, and regulatory requirements issued by
central banks.

2.
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Evaluation of Unquoted Investment in

Regulated Markets

The recognition of unquoted investments in
regulated markets is based on the fair value of
key inputs available. These investments are
stated in Notes (10) and (49). The valuation
technique used by the Group to measure the fair
value of these investment is based on market
index method for similar investments.

Bank’s Share of Associates’ Profits

The Bank accounts for its share of profits from
associates at the Group level in accordance with
the equity method as stated in Note (13). The
Bank’s share of the Group’s associates’ profit
forms a significant element of the statement of
income. As a result of lack of available audited
financial statements for public use of these
investments at the date of the preparation of the
Groups® financial statements, the Group’s share
of associates’ profits, including one investment,
is booked based on the latest and most accurate
financial information available. This is based on
the information contained in the preliminary
results issued by these companies and the
information  made  available by the
representatives on their boards, to be
subsequently validated at a later date when these
investment in associates’ financial statements
are issued.

We have also discussed these factors with
executive management to verify the adequacy
of the provision, as well as recalculated the
provision needed for that sample.

Furthermore, we have also evaluated the
appropriateness and adequacy of the disclosure
with regard to the credit facilities impairment
provision and risks as stated in Note (11).

Scope of Audit to Address the Risk

As a result of the lack of quoted market prices
for these investments, the valuation technique
in evaluating these investment is a key audit
matter to our audit. Thus, we have reviewed the
valuation model prepared by the Group, and
discussed it with the Group’s financial
management. Moreover, our audit procedures
included testing the internal control systems
related to the adopted valuation techniques
followed and assumptions to assess the
suitability of the wvaluation model or
appropriateness of the related assumptions.

Scope of Audit to Address the Risk

The Group’s share of associates’ profits, which
is considered a key audit matter to the financial
statements, has been audited through our review
of the documents available to management that
support the calculated amounts. We have also
evaluated the reasonableness and adequacy of
the preliminary disclosures issued by these
companies and discussed the matter with the
Group’s financial management. Furthermore,
our audit procedures included obtaining
appropriate audit evidence through direct
communication with the independent auditors
of the key associate company in accordance
with International Standards on Auditing No.
600, as well as, conducting additional financial
and analytical studies on the other associates’
results,

- 3.
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Consolidated Financial Statements for the
Bank and its subsidiaries, in addition to Arab
Bank (Switzerland) Limited

The consolidation of the Bank’s subsidiaries is
effective from the acquisition date, which is the
date of transfer of control over the subsidiaries
by the Bank. The consolidated financial
statements reflect the financial position and
results of operations at the level of the
consolidated economic ownership of Arab Bank
plc and the sister company Arab Bank
(Switzerland) Limited, which is considered an
integral part of Arab Bank Group.

Foreign Currency Translation Reserve

Due to its wide spread in multiple countries and
its dealing with numerous foreign currencies, the
Bank is exposed to the risk arising from the
fluctuation of those currencies due to the
economic conditions of those countries.
Therefore, translation of the financial assets and
financial liabilities of the branches, sister
company, and subsidiaries abroad from the local
currency (functional) to the US Dollar is
considered a key audit matter to our audit.
Moreover, exchange differences arising from the
revaluation of the net investment in the branches
and subsidiaries abroad are recorded in the
consolidated statement of other comprehensive
income.

Scope of Audit to Address the Risk

The effective control over the Bank's
subsidiaries, in addition to reflecting
consolidation financial statements at the level of
the consolidated economic ownership of Arab
Bank pic and the sister company at the end of
each reporting period is considered a key audit
matter to our audit. Our audit procedures
included review of the Bank’s ability to govern
the strategic financial and operating policies of
the subsidiaries so as to obtain benefits from its
activities, through its appointment of the Board
members and executive management of these
subsidiary companies, The Bank obtains control
over the strategic financial and operating
policies of these companies.

Our audit procedures also included review of
the stock trading of the Banks’ sister company
whose operations are an integral part of Arab
Bank’s and its stock trading is also considered
an integral part Arab Bank plc stock trading,
accordingly, the sister company’s financial
statements is presented within the consolidated
financial statements of Arab Bank Group to
reflect the level of the consolidated economic
ownership.

Scope of Audit to Address the Risk

Our audit procedures included testing the
internal control system which relates to the
determination of foreign exchange rates
approved by the management in addition to
reviewing a sample of those rates and matching
them with the rates published by the Central
Bank of Jordan. Furthermore, we have
recalculated a sample of foreign exchange
translation differences reflected in the statement
of other comprehensive income.

-4 .
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Financial Derivatives and Hedging

The Bank’s portfolio includes financial
derivatives held for trading and hedging
purposes and evaluated through assessing the
information input into specialized systems to be
evaluated periodically. Such derivatives require
special abilities and continuous follow-up by the
management in addition to a highly accurate

Scope of Audit Risk Approach

The fact that the valuation of the financial
derivatives and review of hedge accounting
need a valuation expert, it was considered as a
key audit matter to our audit. Thus, we obtained
the assistance of valuation experts to assess the
valuations and presentation of the financial
derivatives and hedge accounting in accordance

internal control structure. with the requirements of International Financial

Reporting Standards.

Other Information

Management is responsible for the other information. The other information comprises of the
information stated in the Annual Report and does not include the consolidated financial statements
and our auditor’s report thereon. The Annual Report is expected to be made available to us after the
date of this auditor’s report. Our opinion on the consolidated financial statements does not cover the
other information and we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information when it becomes available to us and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of these consolidation financial
statements in accordance with International Financial Reporting Standards, and for such internal
control as management determines is necessary to enable the preparation of the consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with govemance are responsible for overseeing the Group's financial reporting
process.

Member of Deloitte Touche Tohmatsu Limited
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with International Standards on Auditing
will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if they, individually or in the aggregate, could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional
judgement and maintain professional skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risk, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than the one resulting
from error, as fraud may involve collusion, forgery, intentional omission, misrepresentations, or
the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidenced obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosure are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concem.

¢ Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represents the
underlying transactions and events in a manner that achieves fair presentation.

¢ Obtain sufficient appropriate audit evidence regarding the consolidated financial information of
the entities or business activities within the Group to express an opinion on the consolidated

financial statements. We are responsible for the direction, supervision and performance of the
group audit and we remain solely responsible for our audit opinion.

-6 -
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any material deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current
year and are therefore the key audit matters. We describe these matters in our auditor’s report unless
law and regulations preclude public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

(Ll o Jouel

Amman — Jordan tte & Touche (M.E.) — Jordan
January 29, 2017
Deloitte & Touche (M.E)
Publkkmm
Amman - Sordan

Member of Deloitte Touche Tohmatsu Limited



ARAB BANK GROUP

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and balances with central banks
Balances with banks and financial institutions
Deposits with banks and financial institutions
Financial assets at fair value through profit or loss
Financial derivatives - positive fair value
Direct credit facilities at amortized cost
Financial assets at fair value through other comprehensive income
Other financial assets at amortized cost
[nvestment in associates
Fixed assets
Other assets
Deferred tax assets

Total Assets

LIABILITIES AND OWNERS' EQUITY

Banks' and financial institutions' deposits
Customer deposits
Cash margin
Financial derivatives - negative fair value
Borrowed funds
Provision for income tax
Other provisions
Other liabilities
Deferred tax liabilities
Total Liabilities

Share capital
Share premium
Statutory reserve
Voluntary reserve
General reserve
General banking risks reserve
Reserves with associates
Foreign currency translation reserve
[nvestment revaluation reserve
Retained eamings
Total Equity Attributable to the Shareholders of the Bank
Non-controlling interests
Total Owners' Equity
TOTAL LIABILITIES AND OWNERS' EQUITY

December 31,
Note 2016 2015

USD '000 USD 1000
6 7 809 343 9472 381
7 4622 181 2992 403
8 176 118 99018
9 698 516 831980
40 58011 58 235
11 21 898 121 22 180987
10 470912 479 038
12 7 640 955 9003 709
13 3077 008 2916 290
14 463 633 451 444
15 472 203 500 479
16 73 390 58 629
47 460 391 49 044 593
17 3752999 3636 734
18 31082152 32799 228
19 2561 426 2443 090
40 52517 53 705
20 271 185 75 745
21 242 377 235918
22 259 795 145 235
23 1072128 1627 254
24 1276 12 103
39 295 855 41 029 012
25 926 615 926 615
25 1225747 1225747
26 798 443 753 065
27 977 315 977 315
28 1 141 824 1141 824
29 363 458 363 458
1540 896 1 540 896
30 (402 682) (284 609)
31 (267 672) (260621)
32 1738 225 1 502 867
8042 169 7 886 557
32 122 367 129024
8 164 536 8 015581
47 460 391 49 044 593

The accompanying notes from (1) to (58) are an integral part of these consolidated
financial statements and should be read with them and with the accompanying independent auditor report.
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ARAB BANK GROQUP
CONSOLIDATED STATEMENT OF INCOME

Note 2016 2015
REVENUE USD ‘000 USD '000
Interest income 33 1865 835 1815 895
Less: interest expense 34 751 317 724 757
Net interest income 1114 518 1091138
Net commissions income 35 315903 319 603
Net interest and commissions income 1430 421 1410 741
Foreign exchange differences 61 185 70 827
Gain from financial assets at fair value through profit or loss 36 5147 14315
Dividends on financial assets at fair value through other comprehensive income 10 7813 5430
Group's share of profits of associates 13 334 964 356 981
Other revenue 37 86 882 50 066
TOTAL INCOME 1926 412 1908 360
EXPENSES
Emplayees' expenses 38 439 105 440 652
Other expenses 39 338397 647 238
Depreciation and amortization 14 47 661 52 041
Provision for impairment - direct credit facilities at amortized cost It 179 056 32 891
Other provisions 22 131378 16 210
TOTAL EXPENSES 1135 597 1189032
PROFIT FOR THE YEAR BEFORE INCOME TAX 790 815 719 328
Less: Income tax expense 21 258 149 277 205
PROFIT FOR THE YEAR 532 666 442 123
e s—————
Attributable to :
Bank shareholders 522187 430 830
Non-controlling interests 32 10 479 11293
Total 532 666 442 123

Earnings per share attributable to Bank Shareholders
- Basic and Diluted (US Dollars) 54 0.81 0.67

The accompanying notes from (1) to (58) are an integral part of these consolidated financial
statements and should be read with them and with the accompanying independent auditor report,
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Profit for the Year

Add: Other comprehensive income items - after tax

tem

Exchange differences arising on the translation of foreign operations

el i atement

[{

nt of

Change in fair value of financial assets at fair value through other comprehensive income

Change in Investment Revaluation Reserve

(Loss) gain from sale of financial assets at fair value through other comprehensive income

Total Other Comprehensive Income Items - after tax

TOTAL COMPREHNSIVE INCOME FOR THE YEAR

le to;

- Bank shareholders

- Non-controlling interests

Total

Note 2016 2015
USD'000  USD '000

532 666 442123
30 (126550 ( 165 218)
31 (8 706) (42874)
(7 668) (42905)

(1038) 3l
(135257) (208 092)
397 409 234031
396 383 227 660
1026 6371
397 409 234 031

The accompanying notes from (1) to (58) are an integral part of these consolidated

financial statements and should be read with them and with the accompanying independent auditor report.
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BANK GROUP

CON. DAT TATEMEN SH FLOWS
_Note 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES USD '000 USD '000
Profit for the year before tax 790 815 719 328
Adjustments for:
- Depreciation and amortization 14 47 661 52041
- Provision for impairment - direct credit facilities at amortized cost 11 179 056 32891
- Net interest income ( 8 096) 11762
- (Gain) from sale of fixed assets (40211) (2312)
- Amortization of Intangible Assets 15 7112 7321
- (Gain) from revaluation of financial assets at fair value through profit or loss 36 (167) (8733)
- Dividends from financial assets at fair value through ather comprehensive income 10 (7813) (5430)
- Group's share from associates profits 13 (334 964) (356 981)
- Other provisions 131378 16210
Total 763 267 466 097
In reas ts:
Balances with central banks (maturing after 3 months) - 103 436
Deposits with banks and financial institutions (maturing after 3 months) (877 100) 11428
Direct credit facilities at amortized cost 103 810 (211 850)
Financial assets at fair value through profit and loss 135 135 303 647
Other assets and financial derivatives 13739 10 335
Incresse (decrense) in liabilities:
Bant. uad financial institutions deposits (maturing afier 3 months) (215 552) 429 144
Customer deposits (1717 076) 733957
Cash margin 118 336 ( 460 468)
Other liabilities and financial derivatives (536 044) 258 900
Net Cash (Used by) Generated by Operating Activities before Income Tax (2 211 485) 1644 626
Income tax paid (269 492) (279 171)
Net Cash (Used by) Generated by Operating Activities (2480977) 1 365 455
FLOWS FR INVESTIN TIVITIES
Sale (Purchase) of financial assets at fair value through other comprehensive income 1075 (13 360)
Maturity of other financial assets at amortized cost 1 362 754 113 309
(Increase) of investments n associates (27 810) ( 752)
Dividends received from associates 13 175 607 178 489
Dividends from financial assets at fair value through other comprehensive income 10 7813 5430
(Purchase) of fixed assets 14 (97512 (71455)
Proceeds from selling fixed assets - Net 64 149 22 965
(Purchase) of intangible assets (12873) (9583)
Net Cash Generated by | nvesting Activities 1473 203 225043
FLOW M FINANCING IVITI
Increased (Paid) borrowed funds 195 440 (11 346)
Dividends paid to shareholders (229 063) ( 101 080)
Dividends paid to non-controlling interests (5607) (5610)
Net Cash (Used in) Financing Activities (39 230) (118036)
Net Increase (Decrease) in Cash and Cash Equivalents (1047 004) 1472 462
Exchange differences - change in foreign exchange rates (1t8073) (86771)
Cash and cash equivalent at the beginning of the year 9514915 8129224
Cash and Cash Equivalent at the End of the Year 56 8 349 838 9514915

The accompanying notes from (1) to (58) are an integral part of these consolidated financial

slatements and should be read with them and with the accompanying independent auditor report.

- 12 -



ARAB BANK GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

1.

2.

General

Arab Bank was established in 1930, and is registered as a Jordanian public shareholding
limited company. The Head Office of the Bank is domiciled in Amman - Jordan, and the
Bank operates worldwide through its 74 branches in Jordan and 122 branches abroad, it’s
subsidiaries and sister company Arab Bank (Switzerland) Limited.

Arab Bank plc shares are traded on Amman Stock Exchange.
The accompanying consolidated financial statements were approved by the Board of

Directors in its meeting Number (1) on January 26%, 2017 and are subject to the approval of
the General Assembly of Shareholders.

Basis of Consolidation

The accompanying consolidated financial statements of Arab Bank Group, presented in US
dollars, comprise the financial statements of Arab Bank ple, its sister company, Arab Bank
(Switzerland) Limited and its subsidiaries. The Group main subsidiaries are as follows:

Percentage
of ownership Date of Principal Place of Paid-up
2016 2015 Acquisition Activity Incorporation Capital
Company Name % %
United

Europe Arab Bank plc 100.00 100.00 2006 Banking Kingdom €610m
Arab Bank Australia Limited 100.00 100.00 1994 Banking Australia AUD 69.3m
Islamic International Arab

Bank plc 100.00 100.00 1997 Banking Jordan ID 100m
Arab National Leasing Financial
Company L.L.C. 100.00 100.00 1996 Leasing Jordan JD25m
Al-Arabi Investment Group Brokerage and

LLC. 100.00 100.00 1996  Financial Services Jordan JD 14m
Arab Sudanese Bank Limited 100.00 100.00 2008 Banking Sudan SDG 117.5m
Al Arabi Investment Group - Brokerage and
Palestine 100.00 100.00 2009  Financial Services Palestine JD 1.7m
Arab Tunisian Bank 64.24 64.24 1982 Banking Tunisia TND 100m
Arab Bank Syria 51.29 51.29 2005 Banking Syria SYP 5.05b
Al Nisr Al Arabi Insurance
Company plc 50.00 50.00 2006 Insurance Jordan JD 10m

Subsidiaries are companies under the effective control of Arab Bank ple. Control is
achieved when the Group has the power to govern the strategic financial and operating
policies of the subsidiary so as to obtain benefits from its activities. The investment in
subsidiaries is stated at cost when preparing the financial statements for Arab Bank Plc

- 13 .



®  The consolidated financial statements reflect the financial position and results of operations
at the level of the consolidated economic ownership of Arab Bank plc and the sister
company Arab Bank (Switzerland) Limited, which is considered an integral part of Arab
Bank Group.

* The financial statements of subsidiaries are prepared using uniform accounting policies of
those used by the Group. When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those used by the Group.

® The results of operations of subsidiaries are included in the consolidated statement of
income effective from the acquisition date, which is the date of transfer of control over the
subsidiary by the Group. The results of operations of subsidiaries disposed of during the
year are included in the consolidated statement of income up to the effective date of
disposal, which is the date of loss of control over the subsidiary.

* Upon consolidation, inter-Group transactions and balances between Arab Bank plc, the
sister company, Arab Bank (Switzerland) Limited and other subsidiaries are eliminated.
Items in transit are stated within other assets or other liabilities, as appropriate. Non-
controlling interests (the interest not owned by the Group in the equity of subsidiaries) are
stated separately within owners' equity in the consolidated statement of financial position.

* The acquisition method is used for all adjustments completed on the business combinations,
the costs of these business combination are measured at total fair value of assets of which
were waived, either being cash paid or other assets and the obligations incurred at the date
of exchange. All costs associated with the business combinations must be expensed in the
consolidated statement of Income and are not considered as a part of the acquisition cost.

3. Adoption of New and Revised International Financial Reporting Standards (IFRSs

3. a. New and revised IFRSs applied with no material effect on the financial statements:
The following new and revised IFRSs, which became effective for annual periods beginning on
or after January 1, 2016, have been adopted in these financial statements. The application of
these revised IFRSs has not had any material impact on the amounts reported for the current and
prior years but may affect the accounting for future transactions or arrangements.

* IFRS 14 Regulatory Deferral Accounts.
* Amendments to IAS 1 Presentation of Financial Statements relating to Disclosure initiative,

* Amendments to IFRS 11 Joint arrangements relating to accounting for acquisitions of
interests in joint operations.

* Amendments to IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets relating
to clarification of acceptable methods of depreciation and amortisation.

* Amendments to IAS 16 Property, Plant and Equipment and IAS 41 Agriculture: Bearer
Plants.

* Amendments to IAS 27 Separate Financial Statements relating to accounting investments in
subsidiaries, joint ventures and associates to be optionally accounted for using the equity
method in separate financial statements,

-14 -



* Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosure of Interests
in Other Entities and IAS 28 Investment in Associates and Joint Ventures relating to applying

the consolidation exception for investment entities.

* Annual Improvements to IFRSs 2012 - 2014 Cycle covering amendments to [FRS 5, [FRS 7,

IAS 19 and IAS 34.

3.b. New and revised IFRSs in issue but not yet effective and not early adopted
The Company has not yet applied the following new and revised IFRSs that have been issued but

are not yet effective:
New and revised IFRSs

Annual Improvements to IFRS Standards 2014 — 2016
Cycle amending IFRS 1, IFRS 12 and IAS 28.

Amendments to IAS 12 Income Taxes relating to the
recognition of deferred tax assets for unrealized losses.

Amendments to [AS 7 Statement of Cash Flows to
provide disclosures that enable users of financial
Statements to evaluate changes in liabilities arising from
financing activities.

IFRIC 22 Foreign Currency Transactions and Advance
Consideration

The interpretation addresses foreign currency transactions
or parts of transactions where:

e there is consideration that is denominated or priced in
a foreign currency;

* the entity recognises a prepayment asset or a deferred
income liability in respect of that consideration, in
advance of the recognition of the related asset,
expense or income; and

¢ the prepayment asset or deferred income liability is
non-monetary.

Amendments to IFRS 2 Share Based Payment regarding
classification and measurement of share based payment
transactions

Amendments to IFRS 4 Insurance Contracts: Relating to

the different effective dates of IFRS 9 and the
forthcoming new insurance contracts standard.

- 15 -

Effective for annual periods
beginning on or after

The amendments to IFRS 1 and
IAS 28 are effective for annual
periods beginning on or after
January 1, 2018, the amendment to
IFRS 12 for annual periods
beginning on or after January 1,
2017.

January 1, 2017

January 1, 2017

January 1, 2018

January 1, 2018
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Amendments to IAS 40 Investment Property: Amends paragraph
57 to state that an entity shall transfer a property to, or from,
investment property when, and only when, there is evidence of a
change in use. A change of use occurs if property meets, or ceases
to meet, the definition of investment property. A change in
management’s intentions for the use of a property by itself does
not constitute evidence of a change in use. The paragraph has been
amended to state that the list of examples therein is non-
exhaustive.

Amendments to IFRS 7 Financial Instruments: Disclosures
relating to disclosures about the initial application of IFRS 9

IFRS 7 Financial Instruments: Disclosures relating to the
additional hedge accounting disclosures (and consequential
amendments) resulting from the introduction of the hedge
accounting chapter in [FRS 9

IFRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognise, measure,
present and disclose leases. The standard provides a single lessee
accounting model, requiring lessees to recognise assets and
liabilities for all leases unless the lease term is 12 months or less or
the underlying asset has a low value. Lessors continue to classify
leases as operating or finance, with IFRS 16’s approach to lessor
accounting substantially unchanged from its predecessor, [AS 17.

Amendments to IFRS 10 Consolidated Financial Statements and
IAS 28 Investments in Associates and Joint Ventures (2011)
relating to the treatment of the sale or contribution of assets from
and investor to its associate or joint venture.

IFRS 9 Financial Instruments (revised versions in 2009, 2010,
2013 and 2014)

IFRS 9 issued in November 2009 introduced new requirements for
the classification and measurement of financial assets. IFRS 9 was
subsequently amended in October 2010 to include requirements for
the classification and measurement of financial liabilities and for
derecognition, and in November 2013 to include the new
requirements for general hedge accounting. Another revised
version of IFRS 9 was issued in July 2014 mainly to include a)
impairment requirements for financial assets and b) limited
amendments to the classification and measurement requirements
by introducing a ‘fair value through other comprehensive income’
(FVTOCI) measurement category for certain simple debt
instruments.

A finalised version of IFRS 9 which contains accounting
requirements for financial instruments, replacing IAS 39 Financial
Instruments: Recognition and Measurement. The standard contains
requirements in the following areas:

- 16 -
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+ Classification and measurement: Financial assets are classified
by reference to the business model within which they are held and
their contractual cash flow characteristics. The 2014 version of
IFRS 9 introduces a 'fair value through other comprehensive
income' category for certain debt instruments. Financial liabilities
are classified in a similar manner to under IAS 39, however there
are differences in the requirements applying to the measurement
of an entity's own credit risk.

+ Impairment: The 2014 version of IFRS 9 introduces an ‘expected
credit loss' model for the measurement of the impairment of
financial assets, so it is no longer necessary for a credit event to
have occurred before a credit loss is recognised

« Hedge accounting: Introduces a new hedge accounting model
that is designed to be more closely aligned with how entities
undertake risk management activities when hedging financial and
non-financial risk exposures.

+ Derecognition: The requirements for the derecognition of
financial assets and liabilities are carried forward from IAS 39.

Amendments to IFRS 15 Revenue from Contracts with Customers to
clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations, and licensing) and to
provide some transition relief for modified contracts and completed
contracts.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single
comprehensive model for entities to use in accounting for revenue
arising from contracts with customers. IFRS 15 will supersede the
current revenue recoguition guidance including IAS 18 Revenue, IAS
11 Construction Contracts and the related interpretations when it
becomes effective.

The core principle of IFRS 15 is that an entity should recognize

revenue to depict the transfer of promised goods or services to

customers in an amount that reflects the consideration to which the

entity expects to be entitled in exchange for those goods or services.

Specifically, the standard introduces a S-step approach to revenue

recognition:

Step 1: Identify the contract(s) with a customer.

+  Step 2: Identify the performance obligations in the contract.

«  Step 3: Determine the transaction price.

«  Step 4: Allocate the transaction price to the performance
obligations in the contract.

«  Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation.

Under IFRS 15, an entity recognises when (or as) a performance
obligation is satisfied, i.e. when ‘control’ of the goods or services
underlying the particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been added in IFRS 15 to
deal with specific scenarios. Furthermore, extensive disclosures are
required by IFRS 15.

-17 -
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Management anticipates that these new standards, interpretations and amendments will be adopted in
the Bank’s financial statements as and when they are applicable and adoption of these new standards,
interpretations and amendments, except for IFRS 9, IFRS 15 and IFRS 16 , may have no material
impact on the financial statements of the Bank in the period of initial application.

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Bank’s financial statements
for the annual period beginning 1 January 2018 and that IFRS 16 will be adopted in the Bank’s
financial statements for the annual period beginning 1 January 2019.

The application of IFRS 15 and IFRS 9 may have significant impact on amounts reported and
disclosures made in the Bank’s financial statements in respect of revenue from contracts with
customers and the Bank’s financial assets and financial liabilities and the application of IFRS 16 may
have significant impact on amounts reported and disclosures made in the Bank’s financial statements
in respect of its leases.

4. Significant Accounting Policies
Basis of preparation of the consolidated financial statement

. The accompanying consolidated financial statements are prepared in accordance with
International Financial Reporting Standards issued by the International Accounting Standards
Board and the Interpretations issued by the International Financial Reporting Interpretations
Committee, the prevailing rules in the countries where the Group operates and the instructions
of the Central Bank of Jordan.

. The consolidated financial statements are prepared using the historical cost principle, except for
some of the financial assets and financial liabilities which are stated at fair value as of the date
of the consolidated financial statements.

. The accounting policies adopted for the current year are consistent with those applied in the
year ended December 31, 2015 except for what is stated in note (3 - a) to the consolidated
financial statements.

3. Revenue Recognition
[nterest Income and Expenses

Interest income and expenses for all interest bearing financial instruments are recognized in the
consolidated statement of income using the effective interest rate method except for interest and
commissions on non performing credit facilities, which are recorded as interest and commission
in a suspense account.

The effective interest rate method is a method of calculating the amortized cost of financial
assets or financial liabilities and allocating the interest income and expenses over the relevant
period. The effective interest rate method is the rate that discounts estimated future cash
payments or receipts through the expected life of the financial assets or financial liability, or
where appropriate a shorter period to the net carrying of the financial asset or the financial
liability. The Group estimates the cash flow considering all contractual terms of the financial
instruments but does not consider future credit losses.

Commission income in general is recognized on accrual basis arises. Loan recoveries are
recorded upon receipt.

Dividends income
Dividends income from financial assets is recognized when the Group’s right to receive
dividends has been established (upon the general assembly resolution).

-18-



Insurance Contract Revenue

[nsurance premiums arising from insurance contract are recorded as revenue for the year (eamed
insurance premiums) on the basis of the maturities of time periods and in accordance with the
insurance coverage periods. Insurance premiums from insurance contracts unearned at the date
of the consolidated statement of financial position are recorded as unearned insurance premiums
within other liabilities.

Leasing Contracts Revenue

The Group’s policy relating to leasing contracts is illustrated in note (4.C) below:

b. __Direct Credit Facilities
The provision for the impairment of direct credit facilities is recognized when it is obvious that
the amounts due to the Group cannot be recovered or when there is an objective evidence of the
existence of an event negatively affecting the future cash flows of the direct credit facilities and
the impairment amount can be estimated. The provision is recorded in the consolidated statement
of income,

Interest and commission on non-performing credit facilities are suspended in accordance with
the instructions of the Central Bank of Jordan and the applicable laws in the countries where the
Bank’ subsidiaries and branches operate.

Impaired credit facilities, for which specific provisions have been taken, are written off by
charging the provision after all efforts have been made to recover the assets and after the proper
approval of the management. Any surplus in the provision are recorded in the consolidated
statement of income, while debts recoveries are recorded in income.

Non-performing direct credit facilities which are completely covered with provisions and
suspended interest, are transferred to items off the consolidated statement of financial position.
In accordance with the Bank’s internal policies, after the proper approval of the management.

C. Leasing contracts

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases:

1. The Group as a lessor:

Rental income from operating leases is recognized on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and on a straight-line basis over the lease term.

2. The Group as a lessee:

Assets held under finance leases are initially recognized as assets of the Company at their fair
value at the inception of the lease or, if lower, at the present value of the minimum future lease
payments. The finance lease obligation is recorded at the same value. Lease payments are
apportioned between finance costs and reduction of the lease liabilities so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance costs are charged
directly to the consolidated statement of income.

Operating lease payments are recognized as an expense on a straight-line basis over
the lease term.

d. _ Foreign currencies
Transactions in foreign currencies during the year are recorded at the exchange rates
prevailing at the date of the transaction,
Monetary assets and liabilities denominated in foreign currencies are translated at the date of the
consolidated financial statements using the exchange rate prevailing at the date of the

consolidated financial statement. Gains or losses resulting from foreign currency translation are
recorded in the consolidated statement of income.
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Non-monetary items recorded at historical cost are translated according to the exchange
at fair value rate prevailing at the transaction date, using the exchange rate prevailing at
the date of evaluation.

Differences resulting from the translation of non-monetary assets and liabilities at fair
value denominated in foreign currency, such as equity shares, are recorded as part of the
change in the fair value using the exchange rates prevailing at the date of evaluation,

Upon consolidation, the financial assets and financial liabilities of the branches, sister
company and subsidiaries abroad are translated from the local currency to the reporting
currency at the average rates prevailing at the date of the consolidated financial
statements. Exchange differences arising from the revaluation of the net investment in
the branches and subsidiaries abroad are recorded in a separate item in consolidated
other comprehensive income items.

¢.Fixed assets
Fixed assets are stated at historical cost, net of accumulated depreciation and any
accumulated impairment in value. Such cost includes expenditures that are directly
attributable to the acquisition of the asset. When parts of an item of fixed assets have
different useful lives, they are accounted for as separate items of fixed assets.

Depreciation is charged so as to allocate the cost of assets using the straight-line
method, using the useful lives of the respective assets

Land and assets under construction are not depreciated.

Assets under construction is carried at cost, less any accumulated impairment losses and
is depreciated when the assets are ready for intended use using the same depreciation
rate of the related category with fixed assets.

Fixed assets are derecognized when disposed of or when no future benefits are expected
from their use or disposal.

The gain or loss arising on the disposal of an item (the difference between the net
realizable value and the carrying amount of the asset) is recognized in the consolidated
statement of income in the year that the assets were disposed.

f. __Intangible Assets
1. Goodwill

Goodwill is recorded at cost, and represents the excess amount paid to acquire or
purchase the investment in an associate or a subsidiary on the date of the transaction
over the fair value of the net assets of the associate or subsidiary at the acquisition date.
Goodwill resulting from the investment in a subsidiary is recorded as a separate item as
part of intangible assets, while goodwill resulting from the investment in an associated
company constitutes part of the investment in that company. The cost of goodwill is
subsequently reduced by and decline in the value of the investment.

Goodwill is distributed over the cash generating units for the purpose of testing the
impairment in its value.
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The value of goodwill is tested for impairment on the date of the consolidated financial
statements. Good will value is reduced when there is evidence that its value has
declined or the recoverable value of the cash generating units is less than book value.
The decline in the values is recoded in the consolidated statement of income as
impairment loss.

2. Other Intangible Assets

Other intangible assets acquired through merging are stated at fair value at the date of
acquisition, while other intangible assets (not acquired through merging) are recorded at
cost.

Intangible assets are to be classified on the basis of either definite or indefinite usefu]
life. Intangible assets with definite useful economic lives are amortized over their useful
lives using the straight line method, and recorded as an expense in the consolidated
statement of income. Intangible assets with indefinite lives are reviewed in statement
income for impairment as of the consolidated financial statements date, and impairment
loss is recorded in the consolidated statement of income.

Intangible assets resulting from the banks operations are not capitalized. They are rather
recorded in the consolidated statement of income in the same period.

Any indications of impairment in the value of intangible assets as of the consolidated
financial statements date are reviewed. Furthermore, the estimated useful lives of the
impaired intangible assets are reassessed, and any adjustment is made in the subsequent
period.

. _Repurchase and Resale Agreements

Assets sold with a simultaneous commitment to repurchase them at a future date
continue to be recognized in the consolidated financial statements as a result of the
bank’s continuous control over these assets and as the related risk and benefits are
transferred to the Bank upon occurrence. They also continue to be measured in
accordance with the adopted accounting policies. Amounts received against these
contracts are recorded within liabilities under borrowed funds. The difference between
the sale price and the repurchase price is recognized as an interest expense amortized
over the contract period using the effective interest rate method.

Purchased assets with corresponding commitment to sell at a specific future date are not
recognized in the consolidated financial statements because the bank has no control
over such assets and the related risks and benefits are not transferred to the Bank upon
occurrence. Payments related to these contracts are recoded under deposits with banks
and other financial institutions or loans and advances in accordance with the nature of
each case. The difference between the purchase price and resale price is recoded as
interest revenue amortized over the life of the contract using the effective interest rate
method.

h. _Capital

Cost of issuing or purchasing the Group’s shares are recorded in retained earnings net
of any tax effect related to these costs. If the issuing or purchase process has not been
completed, these costs are recorded as expenses in the consolidated statement of
income.
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i. __ Investments in Associates
Associates are those in which the Group exerts significant influence over the financial and

operating policy decisions, and in which the Group holds between 20% and 50% of the voting
rights.

Investments in associated companies are accounted for according to the equity method.

Transactions and balances between the Group and the associates are eliminated to the extent of
the Group's ownership in the associate.

i Income Taxes

Income tax expenses represent current and deferred taxes for the year.

Income tax expense is measured on the basis of taxable income. Taxable income differs from
income reported in the consolidated financial statements, as the latter includes non-taxable
revenue, tax expenses not deductible in the current year but deductible in subsequent years,
accumulated losses approved by tax authorities and items not accepted for tax purposes or
subject to tax.

Taxes are calculated on the basis of the enacted tax rates according to the prevailing laws,
regulations and instructions of countries where the Group operates.

Taxes expected to be incurred or recovered as a result of temporary timing differences between
the value of the assets and liabilities in the consolidated financial statements and their respective
tax bases. Deferred taxes are calculated on the basis of the liability method , and according to the
rates expected to be enacted when it is anticipated that the liability will be settled or when tax
assets are recognized.

Deferred tax assets are reviewed on the date of the consolidated financial statements, and
reduced if it is expected that no benefit will arise from the deferred tax, partially or totally.

k. Financial Assets
Financial assets transactions are measured at the trade date at fair value net of direct transaction
cost except for costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit and loss are recognized immediately in the consolidated
statement of income. After that, all financial assets is measured either at amortized cost or at fair
value,

Financial Assets Classification

Financial assets at amortized cost

Debt instruments, including direct credit facilities, treasury bills and bonds, are measured at
amortized cost only if?:

o The asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows; and

¢ The contractual terms of the financial asset give rise on specified dates to cash flow that are
solely payments of principal and interest on the principal amount outstanding.

Financial assets at amortized cost are recorded at fair value upon purchase plus acquisition
expenses (except debt instruments at fair value through profit and loss). Moreover, the issue
premium \ discount is amortized using the effective interest rate method, and recorded to interest
or in its account. Any allocations resulting from the decline in value of these investments leading
to the inability to recover the investment or part thereof are recorded, and any impairment is
registered in the consolidated statement of income.
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In case the business model objective changed to contradict with amortized cost conditions, the
Group should reclassify its financial instrument classified as amortized cost to be at fair value
through profit or loss.

The Group might choose to classify debt instruments that meet the amortized cost criteria to
designate such financial asset as FVTPL if doing so eliminates or significantly reduces an
accounting mismatch. )

Financial assets at fair value through rofit or loss (FVTPL

Debt instruments that do not meet the amortized cost criteria (as described above) are measured
at FVTPL. In addition, debt instruments that meet the amortized cost criteria but are designated
as at FVTPL by the Group are measured at FVTPL,

In case the business model objectives changes and contractual cash flows meets the amortized
cost criteria, the Group should reclassify the debt instrument held at FVTPL to amortized cost.
Reclassification of debt instruments that are designated as at FVTPL on initial recognition is not
allowed.

Investments in equity instruments are classified as at FVTPL, unless the Group designates an
investment that is not held for trading as at fair value through other comprehensive income
(FVTOCI) on initial recognition.

Financial assets at FVTPL are measured at fair value, with any gains or losses arising on re-
measurcment recognized in the consolidated statement of income.

Dividend income on investments in equity instruments at FVTPL is recognized in the
consolidated statement of income when the Group’s right to receive the dividends is established
(upon the general assembly resolution).

Financial assets at fair value through other comprehensive income (FVTOCI

At initial recognition, the Group can make an irrevocable election (on an instrument-by-
instrument basis) to designate investments in equity instruments as at FVTOCL Designation at
FVTOCI is not permitted if the equity investment is held for trading.

A financial asset is held for trading if:

¢ it has been acquired principally for the purpose of selling it in the near term; or

* on initial recognition it is part of a portfolio of identified financial instruments that the Group
manages together and has evidence of a recent actual pattern of short-term profit-taking; or

e it is a derivative that is not designated and effective as a hedging instrument or a financial
guarantee.

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair value with gains and losses arising from changes
in fair value recognized in other comprehensive income and accumulated in the investments
revaluation reserve. Where the asset is disposed of, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is not transferred to consolidated income
statement, but is reclassified to retained eamings.

Dividends on these investments in equity instruments are recognized in the consolidated
income statement when the Group’s right to receive the dividends is established, unless
the dividends clearly represent a recovery of part of the cost of the investment,
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m.

Fair value

The closing price of quoted financial assets and derivatives in active markets represents
their fair value. When no quoted prices are available or when no active markets exist
for the financial instrument, the fair value is estimated by one of the following methods:

- Comparing the financial instrument with the fair value of another financial
instrument with similar terms and conditions;

- Discounting estimated future cash flows; or

- Using options pricing models.

The valuation methods aim at arriving at a fair value that reflects the expectations of
market participants, expected risks and expected benefits. When the fair value cannot
be measured reliably, financial assets are stated at cost / amortized cost,

The impairment in the financial assets measured at amortized cost is the difference
between the book value and the present value of the future cash flows discounted at the
original interest rate.

The carrying amount of the financial asset at amortized cost is reduced by the
impairment loss through the impairment provision expense. Changes in the carrying
amount of the impairment provision are recognized in the consolidated statement of
income.

Financial derivatives

Financial derivatives (e.g. currency forward contracts, forward rate agreements, swaps
and option contracts) are recognized at fair value in the consolidated statement of
financial position.

1. _Financial derivatives held for hedge purposes

Fair value hedge: Represents hedging for changes in the fair value of the Group’s assets
and liabilities. When the conditions for an effective fair value hedge are met, gains or
losses from changes in the fair value of financial derivatives are recognized in the
consolidated statement of income. Changes in the fair value of the hedged assets or
liabilities are also recognized in the consolidated statement of income.

Cash flow hedge: Represents hedging for changes in the current and expected cash
flows of the Group’s assets and liabilities that affects the consolidated statement of
income. When the conditions for an effective cash flow hedge are met, gains or losses
from changes in the fair value of financial derivatives are recognized in other
comprehensive income and are reclassified to the statement of income in the period in
which the hedge transaction has an impact on the consolidated statement of income.

When the conditions for an effective hedge are not met, gains or losses from changes in
the fair value of financial derivatives are recognized in the consolidated statement of
income.

The ineffective portion is recognized in the consolidated statement of income.

Hedge for net investment in foreign entities when the conditions of the hedge for net

investment in foreign entities are met, fair value is measured for the hedging instrument
of the hedged net assets. In case of an effective relationship, the effective portion of the
loss or profit related to the hedging instrument is recognized in the consolidated
statement of comprehensive income and recorded in the consolidated statement of
income when the investment in foreign entities is sold. The ineffective portion is
recognized in the consolidated statement of income.
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When the conditions of the effective hedge do not apply, gain or loss resulting from the
change in the fair value of the hedging instrument is recorded in the consolidated
statement of income.

2. Financial derivatives for tradin

Financial derivatives held for trading are recognized at fair value in the consolidated
statement of financial position among "other assets" or "other liabilities" with changes
in fair value recognized in the consolidated statement of income.

n. Foreclosed assets
Such assets are those that have been the subject of foreclosure by the Group, and are
initially recognized among “other assets" at the foreclosure value or fair value
whichever is least.

At the date of the consolidated financial statements, foreclosed assets are revalued
individually (fair value less selling cost); any decline in fair value is recognized in the
consolidated statement of income. Any subsequent increase in value is recognized only
to the extent that it does not exceed the previously recognized impairment losses.

9. Provisions
Provisions are recognized when the Group has an obligation as of the date of the
consolidated financial statements as a result of past events, the obligation is likely to be
settled, and a reliable estimate can be made of the amount of the obligation.

Provision for employees’ end-of-service indemnities is estimated in accordance with the
prevailing rules and regulations in the countries in which the Group operates. The
expense for the year is recognized in the consolidated statement of income. Indemnities
paid to employees are reduced from the provision.

P. _Segments Information: Segment business represents a group of assets and operations
shared to produce products or risk attributable services different from which related to

other segments.

Geographic sector linked to present the products or the services in a specific economic
environment attributable for risk and other income different from which related to other
sectors work in other economic environment.

q. Assets under Managements

These represent the accounts managed by the Bank on behalf of its customers, but do
not represent part of the Bank’s assets. The fees and commissions on managing these
accounts are taken to the consolidated statement of income. Moreover, a provision is
taken for the decline in the value of capital-guaranteed portfolios managed on behalf of
its customers.

r. Offsetting

Financial assets and financial liabilities are offset, and the net amount is presented in
the consolidated statement of financial position only when there is a legal right to offset
the recognized amounts, and the Group intends to either settle them on a net basis or to
realize the assets and settle the liabilities simultaneously

s. Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with central banks and balances
with banks and financial institutions maturing within three months, less restricted funds
and balances owing to banks and financial institutions maturing within three months.
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S. _Accounting Estimates

Preparation of the consolidated financial statements and the application of the accounting
policies require the Group’s management to perform assessments and assumptions that
affect the amounts of financial assets, financial liabilities, fair value reserve and to disclose
contingent liabilities. Moreover, these assessments and assumptions affect revenues,
expenses, provisions, and changes in the fair value shown in the consolidated statement of
other comprehensive income and owners’ equity. In particular, this requires the Group’s
management to issue significant judgments and assumptions to assess future cash flow
amounts and their timing. Moreover, the said assessments are necessarily based on
assumptions and factors with varying degrees of consideration and uncertainty. In addition,
actual results may differ from assessments due to the changes resulting from the conditions
and circumstances of those assessments in the future.

Management believes that the assessments adopted in the consolidated financial statements
arc reasonable. The details are as follows:

A provision for non-performing loans is taken on the bases and estimates approved by
management in conformity with International Financial Reporting Standards (IFRSs).
The outcome of these bases and estimates is compared against the provisions that
should be taken under the instructions of the regulatory authorities, through which the
Bank branches and subsidiary companies operate. Moreover, the strictest outcome that
conforms with the (IFRSs) is used.

Impairment loss for foreclosed assets is booked after a sufficient and recent evaluation
of the acquired properties has been conducted by approved surveyors. The impairment
loss is reviewed periodically.

The fiscal year is charged with its portion of income tax expenditures in accordance
with the regulations, laws, and accounting standards. Moreover, deferred tax assets and
liabilities and the income tax provision are recorded.

Management periodically reassesses the economic useful lives of tangible and
intangible assets for the purpose of calculating annual depreciation and amortization
based on the general condition of these assets and the assessment of their useful
economic lives expected in the future. Impairment loss is taken to the consolidated
statement of income.

A provision is set for lawsuits raised against the Group. This provision is based to an
adequate legal study prepared by the Group’s legal advisor. Moreover, the study
highlights potential risks that the Group may encounter in the future. Such legal
assessments are reviewed periodically.

Management frequently reviews financial assets stated at fair value or at cost to estimate
any impairment in their value. The impairment amount is taken to the consolidated
statement of income for the year.

Fair value hierarchy

The level in the fair value hierarchy is determined and disclosed into which the fair
value measurements are categorized in their entirety, segregating fair value
measurements in accordance with the levels defined in IFRS. The difference between
Level 2 and Level 3 fair value measurements represents whether inputs are observable
and whether the unobservable inputs are significant, which may require judgment and a
careful analysis of the inputs used to measure fair value, including consideration of
factors specific to the asset or liability.
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6. ith |
The details of this item are as follows:

December 31,
2016 2015
USD ‘000 USD ‘000

Cash in vaults 416 874 455 445
Balances with central banks:

- Current accounts 2120 805 2173 468
- Time and notice 3256 190 41392724
- Mandatory cash reserve 136271 1835107
~ Certificates of deposit 652 697 615637
Total 7809 343 9 472 381

- Except for the mandatory cash reserve, there are no restricied balances at Central Banks

- There are no balances and certificates of deposit maturing after three months as of December 31, 2016 and 2015

1_Balances with Banks and Financial Ingtitutions

The details of this item are as follows:
Local banks and finaacial institutions

December 31,
2016 2015
USD '000 USD '000
Current accounts 2522 -
Time deposits maturing within 3 months 261 403 57810
Total 263 925 57810
Abroad banks and financial institutions December 31,
2016 2015
USD *000 USD ‘000
Current accounts 2714 289 1 452 094
Time deposits maturing within 3 months 1 643 967 1482 499
Total 4 358 256 2934 593
Total balances with banks and financial institutions Local and Abroad 4622 181 2992403
- There are no non interest bearing balances as of December 31,2016 and 2015.
- Restricted balances amounted to USD 800 Million as of December 31,2016 (there are no
restricted balances as of December 31,201 5).
with Banks and Financ tytl
The details of this item are as follows:
Local banks and finaacial Institutions December 31,
2016 2015
USD '000 USD '000
Time deposits maturing after 3 months and before 6 months 20736 -
Time deposits maturing after one year 2{ 150 -
41 386 -
December 31,
Abroad banks and financlal institutions 2016 2018
USD ‘000 USD '000
Time deposits maturing after 3 months and before 6 months 97172 88 176
Time deposits maturing after 6 months and before 9 months 2291 4 594
Time deposits maturing after 9 months and before a year 23 281 6 248
Time deposits maturing afler one year 10 888 -
Total 134232 99 018
Total depasits with Banks and Financial Institutions Local and Abroad 176 118 99 018

- There are no restricted balances as of December 31, 2016 and 2015,



9. Financial Assets at F air Value through Profit or Loss

The details of this item are as follows:

Treasury bills and Government bonds
Cormporate bonds

Loans and advances

Corporate shares

Mutual funds

Total

10. Financial Assets at Fair Value through Other Comprehensive Income

The details of this item are as follows:

Quoted shares
Un-quoted shares

Total

December 31,
2016 2015
USD '000 UsD '000
352284 423 445
274 404 331 131
29 624 29 624
15 781 19918
26 423 27 862
698 516 831 980
December 31,
2016 2015
USD '000 USD '000
258 920 256 776
211992 222 262
470912 479 038

* Cash dividends from investments above amounted to USD 7.8 million for the year ended December 3 1,2016

(USD 5.4 million as of December 31, 2015).

* Realized losses transferred from investment revaluation reserve to retained earnings amounted to USD (680) thousand

and the minority interest share from these realized losses was USD (358) Thousand as of December 3 1,2016

(Realized gains transferred from investment revaluation reserve to retained earnings amounted to USD 31 thousand and
there is no share for the minority interest from these realized gains as of December 31, 2015).
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The details of movement on the provision for impairment of direct credit facilities at amortized cost are as follows:

D ber 31, 2016
Corporates The tonal
Consumer Banks and  Government includes
Financial and Public Total movement on
Bankiag Small and tnstituti Sect the real - estates
Medium Large nstitutions cctor {oaas provision
as follows:
USD 000 USD ‘000 USD ‘000 USD ‘600 USD *000 USD ‘000 usD ‘000
Balance at the beginning of the year 170 14 134 135 902 901 1353 2751 1212283 16 847
fmpainment losses charged to income 18412 22179 210904 - 1878 253373 2507
et trot provision (wnen off o tanaferred 0 off consolidaed (5 ¢, (6173) (3121 . - (43006) ( 88)
Surplus in provision ferred to of i (15176} (9932) (47077) ( 950) (1182) (74317) (4932)
Adjustments during the year 1624 (4 306) 12623 - ( 94) 9847 (1947)
Trunstation adjusinents (12819) ( 6 780) ( 28 865) (5) (1212) (49 681) (13)
Balance at the End of the Year 157 567 129123 1019270 398 2141 1308 499 1234
December 31, 2015
Corporates
The total
Consumer Banks and  Government lncludes
Financial and Public Total
Banking  Small and Large Institutions Sector o o
Medium arg the real « estates
losns provision
as follows:
USD '000 USD ‘000 USD ‘000 USD ‘000 USD '000 USD '000 USD ‘000
Balance at the beginning of the year 164 912 121 681 992 037 1256 2117 1282003 17 810
Impsinnent losses charged to income 16 209 19910 s3n 154 876 90326 2297
Used fron:f!);ovisi?r: (wnitten oifor ferred (o of € e 74y (473 (59230) ) . (64 706) i
Surplus in provision transferred to statesnent of income (9089) (8607) (39557 (22) { 160) (57 435) (2219)
Adjustments during the year 377 10483 (8275) . 20 6004 ( 939)
Translation adjustinents (3921) (4600)  (35251) ( 35) (102)  (43909) ( 88)
Balance ot the End of the Year 171143 134 135 902 901 1353 2751 1212283 16 847

- There are no provisions no longer required as a result of settlement of repayment, transferred to non

- Impairment is assessed based on individual customer accounts.

* Nou-performing direct credit facilities taansferred 1o off consolidated statement of
million as of December 31, 2015) noting that these non

-performing direct credit facilities are fully covered by set provistons and suspended interest

.3 .

-performing direct credit facilities as of December 31, 2016 and 201 5.

financial position amounted to USD 6.6 million as of December 31,2016 (USD 2.1



The details of on interest and iecions in are as fallows:
——December 31,2016
Corperates The tatal includes
Banks and \ntecest and
Consumer Financial Governmeat and Total commission in
Banking lastituticas Public Sector suspense movement
on reat - estates
Srual and Medium Large laans as follows:
USD ‘000 UsoD ‘000 UsD 000 USD ‘000 USD 000 USD ‘000 USD '000
Balance ot the beginning of the year 69 626 91491 151622 4499 - 419 248 11557
Interest and commission suspended during the yeae 16 906 14522 571839 9%l - 90221 Isls
Interest and comaussion in suspense settled (wrinen off o . .

ferred 10 off e of f al posivon ) { 930) (94091) (17 728) (21767 ( 492)
Recoveries {$366) (2798) (226D - - (l0431) (3683)
Adjustments during tha year 947 % 833 . . 251
Translation adjustments (1163) {1236) (9063) - - (11 468) (@]

Oalance at the End of the Year soou2 93 &40 06 $ 460 - 462 357 11196
December 31, 2015
The tetal includes
Corporstes interest and
Consumer ::::;: Gavernment and Totwl commission in
Banking " Public Sector o fuspense mavemeat
lagtitutions
o teal - estates
Sault end Medium Large fasns a4 foltaws:
USD ‘900 USD ‘000 USD '000 USO '000 USD ‘000 USD ‘000 USD '000
Balance st the begmaing of the year 60515 93016 nnn ine . 194 447 12449
laterest aad commession suspended during the yar nas 10725 53 589 160 - 80 300 2978
Interest and comenission in suspense settied (wntten off or . .

PR of fsancial postion) (1302) (9514 (20992 (32108 ( 299
Recoveries (3%97) (3un {3219) . . (12263) (1 203)
Adjusments during the year 1758 1242 (1482) - . ( 483) (2142)
Transianon sdjustments ( 661) (84 (t441) - . (994)) 2

Balance ot the End of the Year 69626 91 491 1863 449 . 419 248 11887
Clagsification of direct credit facllities at amortized cost based an the geographical and economie seelors as follows:

Dccember 38, December 31,
lnside Jordan Outsde Jordan 2016 2015

Ecenamic Sector USD ‘000 USD '000 USD ‘000 USD ‘000
Congumer Banking 2434179 1520822 4955001 4678011t
ladusiry and mming 956 971 Jonan 4035 843 4481
Constructions 129 537 1783 056 1992613 1 861483
Real - Eqates 363236 1358298 1723634 171073
Trade 1017906 26%0910 3708818 1621191
Agreuhure 41848 112059 159 907 164 028
Tourism and Hotels 197 543 421 455 619000 626 032
Transportations 145837 $21 287 667 094 752236
Shares 2744 3004 5158 67046
Qeneral Services 476 344 2251 368 11902 2866054
Banks and Financial Instituuons a7 90 529 107 400 191382
Government and Public Sectar 417 1093726 1205 143 1203 962

Net Direct Credit Pacilities at amartized Cost 6002 585 15 895 566 11898121 22 180 987

-2 .



12, Other financial assets at amortized cost

The details of this item are as follows:

Treasury bills
Government bonds and bonds guaranteed by the government
Comorate bonds
Less; Provision for impainnent
Total

Analysis of bonds based on interest nature:

Floating interest rate
Fixed interest rate
Total

Analysis of financial assets based on market quotation:
Financial assets quoted in the market:

Treasury bills

Government bonds and bonds guaranteed by the government

Cormporate bonds
Total

Financial assets unquoted in the market:

Treasury bills
Government bonds and bonds guaranteed by the government
Corporate bonds

Total

Grand Total

December 31,
2016 2015
USD '000 USD '000
2089 708 2731740
3932816 4492258
1645573 1 808 678
(27142 (28967)
7 640 955 9 003 709
December 31,
2016 2015
USD '000 USD 000
777918 602 196
6 863 037 8401 513
7 640 955 9 003 709
December 31,
2016 2018
USD '000 USD '000
250 536 753 022
1019 559 1318234
1 410 604 1 660 382
2 680 699 3 731 638
December 31,
2016 2015
USD ‘000 USD ‘600
1839172 1978 718
2913 257 3174024
207 827 119 329
4960 256 52720M
7 640 955 9 003 709

The details of movement on the provision for impairment of other financial assets a¢ amortized cost are as follows:

Balance at the beginning of the year
Impainnent losses charged to income
Used from provision
Translation adjustinents

Balance at the end of the year

During the year ended December 31, 2016 certain financial assets at
sold (USD 268.7 million during the year ended December 3 I, 2015).

-33-

December 31,
2016 2015
USD ‘000 USD '000
28 967 29520
(1825) ( 553)
27 142 28967

amortized cost amounted to USD 424.5 million were
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14._Fixed Assets

The detalls of this {tem are as follows;

Historical Cost:

Balance s of Janusry 1, 2015

Additions

Disposals

Adjustments during the year

Translation Adjustmenis

Balance as of December 31,2015

Additions

Dispaosals

Adjustments ducing the year

Transletion Adjusiments

Balaace at December 31, 2016

Balance as of January [, 2015

Depreciation charge for the year

Disposals

Adjustments during the year

Transtation adjustments

Balance as of December 31,2015

Depreciation charge for the year

Disposals

Adjustments during the year

Translauon adjustments

Balance at December 31, 2016

Net Book Value as of December 31, 2016

Net Book Value as of December 31, 2015

* The cost of fully depreciated fixed assets amounted to USD 242.5 million as of December 31,2016 (USD 212.4 miltion as of December 3 . 2015),

Furniture, Camputers and Motor
Land Buildings F‘I‘_nu:'es and Co:m:mlution Vehicles Other Totat
USD '000 USD *000 USD '000 USD '000 USD ‘000 USD '000 usb ‘000
80 589 376 966 186 245 11N 14397 100 602 876 517
30 18999 19207 1631 1138 15748 71 455
( 419) (13057) (4511) (5601) ( 591) (14719) (38 898)
- (1 180) 2082 8435 . (9387 { 50)
(2219) (9694) (1969) (401n) { 496) (4048) (22437
77981 372034 201 084 132874 14448 88 (96 886 537
. 53539 8945 22460 1479 11089 97512
(2741) (21 186) (3 680) (8230) ( 968) (5908) (42713)
- ki 6094 12 - (6 106) 31
(1346) (12 536) (1749) ( 28)) ( 650) (6 790) (23 354)
73894 391 882 210 664 146 833 14 309 80 481 918 063
- 116 760 133791 94 803 10 589 54707 410 650
. 12 499 15651 11957 1496 10438 52041
- (1tig) (233) (4 4695) (501) (9832 (18245)
- ( 562) 1304 6 649 ] (7328) 66
- (2501) (1 366) (2904) ( 266) (2332) (9369)
- 125 082 147 047 106 040 11321 45 653 435143
- 93873 14 198 13429 1234 8927 47661
- (5072) (3526) (7203) (1090) (1884 (18775)
- 3 1339 (3 - (1308) 3
- (2724) ( 999) (2905) ( 369) (2613) (9610}
- 127190 158 059 109 330 11096 48 758 454 430
73894 264 692 §2 605 37503 m AL 726 463633
17981 246 952 54 007 26 834 3127 42 543 451 444
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15. Other Assets

The details of this item are as follows:

Accrued interest receivable
Prepaid expenses
Foreclosed assets *

Items in transit

Intangible assets **

Other miscellaneous assets

Total

December 31,
2016 2015
USD '000 USD '000

184 568 187 227
93572 122 408
50 041 58518
1 746 24611
20442 16 055
121 834 91 660
472 203 500 479

* The Central Bank of Jordan instructions requirc a disposal of these assets during a maximum period of two years

from the date of foreclosure.

* The details of movement on foreclosed assets are as follows:

Balance at the beginning of the year
Additions

Disposals

Provision for impairment
Impairment losses charged to income
Impainment loss - returned to profit
Translation adjustimeats

Balance at the end of the year

Balance at the beginning of the year
Additions
Disposals
Provision for impairment
mpairment losses charged to income
Impainnent loss - returned to profit
Translation adjustments

Balance at the End of the Year

** The details of movement on intangible assets are as follows:

Balance at the beginning of the year

Additions

Disposals

Amortization charge for the year

Adjustment during the yeat and translation adjustments
Balance at the End of the Year

2016
Land Buildings Other Total
USD '000 USD '000 USD'000  USD '000
14230 36 601 7687 58518
1 695 3655 - 5350
(1387 (2211) (719t)  (10789)
( 473) (2287 - (2 765"
- - (141) ( 141)
k) 90 - 93
(23) (202) - ( 225)
14 040 35 646 355 50 041
2015
Land Buildings Other Total
USD ‘000 USD '000 USD'000  USD '000
38 699 33808 7880 80 387
2715 5421 - 8136
(26 631) ( 932) (24) (27587
( 279) (1 548) - (1827)
( 274) ( 147) (169) ( 590)
- 141 - 141
- ( 142) - ( 142)
14 230 36 601 7687 58518
December 31,
2016 2015
USD ‘000 UsD ‘000

16 055 14478

13 642 9635

( 769) ( 52)

(7112) (7321)

(1374) ( 685)

20 442 16 055
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16. Deferred Tax Assets

The detalls of this (tem are as follows ;

ltems attributable to deferred tax assets are as follows: 20t6
Adjustments
Balance at During the
Amounts Amounts Balance at the
the Beginning Year and Defecred Tax
of the Year Added Released Translation End of the Year
Adjustments
USD ‘000 USD '000 USD'000  USD ‘000 USD 000 USD '000
Pravision for impairment - direct credit facilities at amortized cost 82 366 62 18] (24 185) (4676) 116 286 27117
End-of-Service indemnity 58 269 9445 (10523) - 57191 17 412
laterest in suspense 12 509 12074 (6105) - 17 878 3810
Other 0177 33 584 (12291) { 1090) 90 380 15051
Total 223 3 117 884 ( 53 704) ( S 766) 281 735 73 390
2018
Adjustments
Balance at During the
the Beginaing A:':::: :mloum: Year and EB:;-::c:ﬁ:tythe Deferced Tax
of the Year clease Translation o ear
Adjustments
usD '000 USD '000 USD '000  USD '000 USD '000 USD *000
Provision for impairment - direct credit facilities at amortized cost 94 846 17 865 (19716) (10629) 82 366 20778
End-of-Service indemnity 59 057 6910 (7669) (29 58 269 17 591
Interest in suspense 10610 6185 (4 486) - 12 509 2780
Other 55191 29 344 (1910) (12948) 70177 17 480
Total 219 704 61004 (33 781) {23 606) 123 321 58 629

* Deferred tax results from tenporary titning differences of the provisions not deducted for ta

A purposes in the current year or previous

years. This is calculated according to the regulations of the countries where the Group operates  The Group will benefit from these

amounts in the near future.

The details of movements on deferred tax assets are as follows:

Balance st the beginning of the year

Additions during the year

Amortized dunng the year

Adjustments during the year and translation adjustments
Balance at the end of the year

37 -

2016 2018
usp ‘000 USD 000
58 629 58932
30 461 16 148
(14 294) (11 620)
( 1 406) (4831)
73 390 58 629
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19. in

The details of this 1em are as follows: December 31,
2016 2015
USD ‘000 USD '000
Agninst direct credit facilities at amortized cost 1 907 001 1 877 034
Against indirect credit facilities 648 657 553475
Against margin trading 1 886 9327
Other cash margins 3882 3254
Total 2 561 426 2 443 090
20, Borrgwed Fupds
The details of this item are as follows: December 31,
2016 2018
USD '000 USD ‘000
From Central Banks * 30434 1285
From banks and financial institutions ** 240751 64 460
Total 271 188 75 745
Analysis of borrowed funds according ¢o interest nature is as follows:
December 31,
2016 2018
USD ‘000 USD '000
Floating interest rate 83437 70099
Fixed interest rate 187 748 5646
Total 271 185 75 145

* During 2013, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to USD 5.6 million,
for the duration of 15 years of which 5 years are grace pericd and with an interest rate of (2 5%) for the year 2013 and a floating interest
rate of (1.8%+LIBOR 6 months) for the years after 2013, The agreement aims to support SMEs and Extra Small Companies. The loan is
tepaid semi-annually, with instaliments in March and September of each year. The Balance of the loan as of December 31, 2016
amounted to USD 5.6 million (USD 5.6 million as of December 31, 2015).

¢ During 2014, Arab Bank (Jardan branches) signed a loan agreement with the Centeal Bank of Jordan amounting to USD 3.9 millioa,
for the duration of 10 yeacs of which 3 years are grace period and with a fixed interest rale of 2.5%. The agreement aims to support
SMEs and Extra Small Companies. The loan is repaid semi-annually, with installments in March and September of each year. The
Balance of the loan as of December 31, 2016 amounted to USD 3.9 million (USD 2 Million as of December 31,2015)

* Duting 2015 and 2016, Arab Bank (Jordan branches) granted loans against medium term advances from the Central Bank of Jordan in
the amount of USD (8 million with fixed interest tate equal to the discount rate disclosed on the grant day afier deducting 2%, The
advances are repaid in accordance with customers monthly instaltments which starts an October 2016 and ends on August 2021, these
advances amounted USD 18 million as of December 31, 2016. (USD 1 7 million as of December 31, 2015)

* During 2016, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to USD 5.1 million,
for the duration of |5 years of which 5 years are grace period and with a floating interest rate of (1.85%+LIBOR 6 months). The
agreement &ims to support SMEs and Extra Small Companies. The loan is repaid semi-annually, with instatiments in March and
September of each year The Balance of the loan s of December 31, 2016 amounted to USD 2.8 million.

*¢ During 2016, Arab Bank (Jordan Branches) signed a loan agreement with National Bank of Abu Dhabi amounting to USD 75
million, for the duration of 2 years and with a floating interest rate of (2% + LIBOR 3 months). The interest will be peid in four
instaliments during the year and the loan will be peid at the end of the term  As of December 31, 2016 the balance of the loan amounted
to USD 75 miillion

** During 2016, Arab Bank Bahrain branches barrowed amounts from banks and financial institutions with fixed interest rate of
(2.85%), the balance as of December 31, 2016 amouated to USD 102.7 million and the first contract matures in January 19, 2017 and the
last one matures in March 9, 2017,

** Arab Tunisian Bank borrowed amounts from banks and financial instuutions, as well issued syndicated teem loans, the balance
to USD 63.1 million as of December 31, 2016 (USD 64.5 million as of December 3 1, 2015) whereas the lowest interest rate is (0.25%)
and the highest is (6.94%) and the last maturity date is on May 19, 2032, as per the following details :

December 31,
2016 2015
USD *000 USD ‘000
Loans maturing within one year 8124 10 009
Loans maturing afier | year and less than 3 years 16 655 17078
Loans maturing after 3 years 38 340 373713
Total 63 119 64 460

- 40 -



Provigion for [ Tax

The details of this item are as follows: December 31,
2016 2015
USD ‘000 USD '000
Balance at the beginning of the year 235918 235248
[ncome tax expense 275951 279 841
Income tax paid (269 492) (279 171)
Balance at the end of the year ' 242377 235918
Income tax expense charged to the consolidated statement of income consists of the following:
December 31,
2016 2015
USD '000 USD '000
Income tax expense for the year 275 951 279 841
Deferred tax assets for the year (29407) (16012)
Amortization of deferred tax assets 13823 11584
Deferred tex liabilities for the year 123 2285
Amortization of deferred tax liabilities (2341) ( 493)
Total 258 149 277208

The banking sector income tax rate in fordan is 35%, while the income tax rate in the countries where the Group has branches and
subsidiaries is mnging between 2er0 to 37% as of December 31,2016 and 2015,

- The companies and branches of Atab bank Group have reached a recent tax settlements ranging between 2015 as for Arab Bank United
Areb Emirates and Arab Sudanese Bank Limited and 2010 as for Arab Bank Egypt.

r Provigh

The details of this item are as follows:

2016
f Adjustments
Utilized or
Balance at the Adc.lltlom Transferred  Returned during the Balance at
Beginning of  during the during the  to Income Year and the End of
the Year Year Yen‘r Transiation the Year
Adjustments
USD 000 USD'000  USD '000 USD '000 USD '000 USD ‘000
End-of-service indemnity 114987 16 526 (15082) (747 (2266) 113418
Legal cases 7882 11331 (122) ( 653) (15 18363
Other 22 366 104939 ( 571) ( 18) 1298 128014
Total 145238 132 796 (1577%) (1418) (1043) 259795
2018
Adjustments
Balance atthe  Addition ,;.‘:_ t::::::r::d Returned during the Balance at
Beginning of  during the during the  to Income Year and the End of
the Year Year Yefr Translation the Year
- Adjustments
USD *000 USD ‘000  USD '000 USD '000 USD ‘000 USD ‘000
End-of-service indemnity 114354 12 485 (12299) ( 276) 718 114987
Legal cases 5767 3507 (929) ( 58) 116 7882
Other 24082 | 544 (1757) ( 466) (1037 22366
Total 144203 17836 (14975) (1326) { 203) 14523§
23. Other Lisbilities
The details of this item are as follows: December 31,
2016 2018
USD ‘000 USD ‘000
Accrued interest payable 122 806 133561
Notes payable 185334 171873
Interest and commission received in advance 68 860 101 387
Accrued expenses 59 864 78217
Other miscellaneous liabilities * 635 264 1142156
Total 1072128 1627254

* This items represents mainly legal contingencies ( Note 57).
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. Defecred Tax Liabilities

Items attributable to deferred tax liabilities are as foltows:

[nvestment revaluation reserve

Other

Total

Investment revaluation reserve

Other
Total

The details of ;novements on deferred tax lisbilitics are as follows:

Balance at the benning of the year

Additions during the year

Amortized during the year

Adjustments during the year and translation adjustments

Balance at the end of the year

2016
Adjustments
Balance at the during the Balance at
Beginning of A;n::n: :::::; Year and the Ead of Deferred
the Year 8 Transtation the Year ax
Adjustments
usD ‘000 USD ‘000 USD ‘000 USD '000 USD ‘600 USD ‘000
24182 - (18323) ( 204) 6255 -
11922 3188 (6 789) (119 8202 1276
36 704 3188 (25112) ( 323) 14 457 1276
2018
Adjustments
Balance at the during the Balance at
Beginnlag of A:':::: ?1:::::! Year and the End of Deferred
the Year Traaslation the Year
Adj
USD ‘000 USD ‘000 USD '000 USD *000 USD '000 USD ‘000
31422 - (4322) (2318) 24 782 8 604
7227 6681 (1986) - 11922 3499
38 649 6 681 ( 6 308) (2318) 36704 12103
2016 2018
USD '000 USD '000
12103 11924
127 2285
(10 946) (2006)
(8 ( 100)
1276 12 103
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25. Share Capital and Premium

a. Share Capital amounted to USD 926.6 million distributed to 640.8 million shares as of December 31, 2016
(Arab Bank Plc General Assembly in its extraordinary meeting held on March 26, 2015 approved to increase
the Group capital by USD 100.4 million, to become USD 926.6 million distributed to 640.8 million shares.
The legal procedures have been completed with the Ministry of Industry and Trade on April 5,2015 and with
Jordan Securities Commission on April 21, 2015).

b. Share premium amounted to USD 1225.7 million as of December 31, 2016 and 2015.

26. Statutory Reserve

Statutory reserve amounted to USD 798.4 million as of December 31, 2016 (USD 753.1 million as of December
31, 2015) according to the regulations of the Central Bank of Jordan and Companies Law and it can not be
distributed to the shareholders of the banks.

27. Voluntary Reserve

The voluntary reserve amounted to USD 977.3 million as of December 31, 2016 and 2015. This reserve is used
for purposes determined by the Board of Directors, and the General Assembly has the right to distribute it in
whole or part thereof to shareholders as dividends.

28. Gceueral Reserve

The general reserve amounted to USD 1141.8 million as of December 31, 2016 and 2015, This reserve is used
for purposes determined by the Board of Directors, and the General Assembly has the right to distribute it in
whole or part thereof to shareholders as dividends.

29. General Banking Risks Reserve

The general banking risk reserve amounted to USD 363.5 million as of December 31, 2016 and 2015. It is
available for use in accordance with certain procedures, including the approval of the Central Bank of Jordan,
only when the amount of that reserve exceeds the minimum amount set or required according to the instructions
of the relevant banking authorities.
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The details of this item ace as follows:
rd

2016 .ms
USD ‘000 USD '600
Balance at the beginning of the year (284 609) (122 751)
Addition (disposal) during the year ferred to other comprehensive i (118073) ( 161 858)
Balance at the end of the year (402 682) ( 284 609)
3L lavestment Revalyation Reserve
The details of this item are as follows: December 31,
2016 2018
USD ‘000 USD ‘000
Balance st the beginning of the year (260 621) (219278)
Change in fair value during the year (7731) (41312)
Net realized loss ferred to retained eamings 680 (31)
Balance at the Bad of the Year (267 672) (260 621)

* Investment revaluation reserve is stated net of defemed tax liabilities in the amount of 0 as of December 31,2016 (USD 8.6 million as
of December 31, 2015),

R ji o [H:Y
The of retained ings are as foll December 31,
2016 1018
usD 000 USD ‘000

Balance a1 the beginming of the year 1 502 867 L 315528
Profit (o the year Atributable to Shareholders of the Bank 522187 430 830
I | reserve ferred to retained ings ( 680) 3
Devidends padd * (2312m) (101712)
Transferred to statutory reserve (45378) (40 343)
Adjusuments during the year (9494) (1012)
Increase in Capital (Stock Dividends) - (100 392)
Balance at the end of the year *» 1738 228 1502 867

* Arab Bank plc Board of Directors recoinmended a 30% of par value as cesh dividend, equivalent to USD 271.1 wmillion, for the year
2016, Ttus proposal is subject to the approval of the General Assembly of shareholders. (The General Assembly of the Arab Bank plc in
it's extraordinary meeling held on March 31,2016 approved the recommendation of the banks Board of Directors to disiribute 25% of par
value as cash dividend, equivalent to USD 225.9 million, for the year 2015).

**Retained eamings include restricted deferved tax assets in the amount of USD 73.4 million, as well as unrealized
guns from financisl assets at fair value through profit or loss in the amount of USD 1.7 million. Restricted
retained earnings that cannot be distributed or otherwise utilized except only under certain ciccumstances, as &
result of the adoption of certain International A g Standards, d to USD 2.7 miflion as of
December 31, 2016.

** Retained earnings include an lized loss in the amount of USD (109.1) million due (o the effect of the adoption of
IFRS 9 a3 of December 31, 2016,

** The Use of an amount of USD (267.7) million as of December 31,2016 which represent the g luation reserve
bal is icted ding to Jordan Securities Commission instructions

The details of non-controlling intecests are as follows:

2016 2015
USD ‘000 USD '000 USD '000 USD ‘000 USD ‘000 USD ‘000
Share of aon- Share of non- Share of non- Share of non-
Nan-coatrolling contralling interests controlling Non lling lling coatrolling
nterests % ofnet mezts interests of net  interests % interests of net  interests of net
profits assets profits
Arab Tunisisn Bank 35.76 89044 10434 35.76 96 494 12 543
Arab Bank Syria 48.74 18 983 (1678) 48.71 17992 { 2 88s)
Al Nise Al Arabi [nsurance Company plc 50.00 14 340 1723 30.00 14 538 t 635
Total 122 367 10479 129 024 11293
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33, Interest Income

The details of this item are as follows:

Direct credit facilities at amortized cost *

Central banks

Banks and financial institutions

Financial assets at fair value through profit or loss

Other financial assets at amortized cost

Total

Discounted bills

Overdrafts

Loans and advances

Real estate loans
Credit cards

Total

Discounted bills

Overdrafts

Loans and advances

Real estate loans

Credit cards

2016 2015
USD '000 USD '000
1298 529 1185 767
62923 72 405
17 039 3545
12 908 32062
474 436 522116
1 865 835 1815895
* The details of interest income earned on direct credit facilities at amortized cost are as follows:
2016
Corporates Banks and Government
Consumer .
Small and Financial and Public Totat
Banking Large  [nstitutl s
Medium nstitutions ector
USD'000 USD'000 USD'000 USD '000 USD '000 USD '000
4631 11 677 23391 3155 36 42 890
7723 69 660 216 335 157 16 954 310829
216 848 80 143 443 685 3390 50275 799 341
119273 6618 3954 - - 129 845
15624 - - - - 15624
364 099 168 098 692 368 6702 67 265 1298 529
2015
Corporates Banksand Gavernment
Consumer Fi ial d Publi Total
Banking Small and Large ll.lﬂn?la 0 uolie ota
Medium 8 Institutions Sector
USD'000 USD'000 USD'000 USD '000 USD '000 USD '000
6438 16 968 24077 3348 10 50 841
8195 58372 187 647 258 16 103 270575
203 096 74 720 413 754 3129 33014 7271713
109 191 5888 5050 - - 120 129
16 509 - - - - 16 509
343 429 155 948 630 528 6735 49127 1185767

Total
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34. Interest Expense
The details of this item are as follows:

2016 2015

USD '000  USD '000

Customer deposits * 636 423 621 703
Banks' and financial institutions' deposits 48 254 39664
Cash margins 35356 35550
Borrowed funds 6 089 3096
Deposit insurance fees 25195 24744
Total 751 317 724 757

b . ———

* The details of interest expense paid on customer deposits are as follows:
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2016
Consume Corporates Government
nsumer \
Banking Small and Large and Public Total
Medium Sector
USD'000 USD'000 USD '000 USD '000  USD '000
Current and demand 18 771 2786 11 049 5035 37 641
Savings 31963 3252 406 - 35621
Time and notice 250 629 27 187 160 192 86 631 524 639
Certificates of deposit 32097 544 2849 3032 38 522
Total 333 460 331769 174 496 94 698 636 423
L ———— _F§ e —
2015
Corporates Government
Consumer and Public Total
Banking Small and Large
Medium Sector
USD'000 USD'000 USD '000 USD '000  USD '000
Current and demand 11617 5443 12 503 5001 34 564
Savings 35092 2877 649 - 38618
Time and notice 265 248 29 197 127 427 74 948 496 820
Certificates of deposit 40 384 1243 4197 5877 51701
Total 352 341 38 760 144 776 85 826 621 703
e — e e—— E——



35, Net Commission Income

The details of this item are as follows:

Commission income:
- Direct credit facilities at amortized cost
- Indirect credit facilities
- Assets under management
- Other
Less: commission expense
Net Commission Income

36. Gains from Financial Assets at Fair Value Through Profit or Loss

The details of this item are as follows:

Treasury bills and bonds
Companies shares
Mutual funds

Total

Treasury bills and bonds
Companies shares
Mutual funds

Total

37. Other Revenue

The details of this item are as follows;

RCVCI‘IUC from customer services
Safe box rent
Gains from derivatives
Miscellaneous revenue

Total

2016 2015
USD '000 USD '000
94 443 97 153
139 402 148 177
13337 12792
100 005 89 748
(31284) (28267)
315903 319 603
2016
R::::::d G:Iil::zll..i::;les) Dividends Total
USD '000 USD '000 USD '000 USD '000
2 101 3556 - 5657
- (2030) 1375 ( 655)
- 145 - 145
2101 1671 1375 5147
2015
R(e‘:a::::d G[:?n:e‘(‘:fcz)essdes) Dividends Total
USD '000 USD '000 USD '000 USD '000
4155 8318 - 12 473
- ( 645) 1427 782
- 1060 - 1 060
4155 8733 1427 14315
2016 2015
USD '000 USD ‘000
16 966 17 241
4 889 4313
(1077) 133
66 104 28379
86 882 50 066
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38. Employees' Expenses

The details of this item are as follows:

Salaries and benefits
Social security
Savings fund
Indemnity compensation
Medical
Training
Allowances
Other
Total

39, Other Expenses

The details of this item are as follows:

Occupancy
Office
Services
Fees
Information technology
Other administrative expenses
Legal Expenses *
Total
* (Disclosure 57).

40. Financial Derivatives

The details of this itern are as follows:

Forward contracts
Interest rate swaps
Foreign currency forward contracts

Total
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2016 2015
USD '000 USD '000
317495 320 237
31254 30879
4468 4731
4034 7449
12 478 11753
3053 3144
54 585 51246
11738 11213
439 105 440 652
2016 2015
USD ‘000 USD '000
73 840 74 570
63 444 62 992
41310 55 340
12322 12 305
41 431 41 263
106 050 51 768
- 349 000
338 397 647238
December 31,
2016 2015
USD 000 USD '000
292 837 267 101
1925334 2534323
6213070 5120 808
8 431241 7922232
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The details of financial derivatives are as follows:

December 31, 2018
Positive Total Notlonal Amounts by Maturity
Negative Nt
Fair Fair Value : From 3
Value Amount Within 3 From 1 Year More than 3
Month "“"’!"': stel 03 Yean Y
nths . eal ears

USD'000  USD '000 USD '000 USD '000 USD '000 USD '000 USD ‘000

Forward contracts 1830 1789 267 101 221979 39580 3542 .
Interest rate swaps 26128 29 666 1 066 249 39957 376 144 470 355 159 793
Foreign currency forward contracts 23 547 8022 4492255 3956 994 535261 - .
Derivatives held (or tradiog S 508 947 5825605 4238930 950 988 475 897 159793
Forward contracts - - - . . . .
Interest rate swaps 6730 11 685 1428 505 60 886 494 799 614 708 258 112
Foreign currency forward contracts - . 109 687 103 335 6352 - -
Derivatives hetd (or falr value hedge 6730 11 688 1538 192 164221 501 151 614 708 258112

Forward contracts - . N . - . .
Interest rate swaps - 2543 39 569 - 10953 7302 21314
Foreign currency forward contracts - - 518 866 505 513 13 353 . N
Derlvatives held for cash flow hedge - 1543 558 435 505513 24 306 7302 21314
Total 5823s $3 708 7922232 4908 664 1476 442 1097 907 439219

The notional amount represents the value of the transactions at year-end and does not refer to market or credit risks.

The Group undertakes its banking activities tlwrough its branches in Jordan and abroad. The following are the details of the distribution of assets, revenues and
capital expenditures inside and outside Jordan:

Inside Jordan Qutside Jordan Total
2016 2018 2016 2018 2016 2015

UsD'o00 USD'000 UsD'000 UsD'000 UsD'000 UsD*000

Revenues 465 189 474 129 1461223 1434 23t 1926 412 1908 360
Assets 13301716 12977319 34 158675 36067274 47 460 391 49 044 593
Capital Expenditures 23420 22428 74 092 49027 97512 71 455
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42. _Business Segments
The Group has an integrated group of products and services dedicated to serve the Group’s

customers and constantly developed in response to the ongoing changes in the banking
business environment, and related state-of-the-art tools.

The following is a summary of these groups’ activities stating their business nature and
future plans:

1. Corporate and Institutional Banking

This group provides banking services and finances the following: corporate sector, private
projects, foreign trading, small and medium sized projects, and banks and financial
institutions.

2. Treasury Group
This group is considered a source of financing for the Group, in general, and for the

strategic business units, in particular. It steers the financing of the Group, and manages
both the Group’s cash liquidity and market risks.

Moreover, this group is responsible for the management of the Group’s assets and liabilities
within the frame set by the Assets and Liabilities Committee.

This group is considered the main source in determining the internal transfer prices within
the Group’s business unit, in addition to being a central unit for the financial organization
and main dealing in the following;

Foreign exchange.

Foreign exchange derivatives.
Money market instruments.
Certificates of deposit.
Interest rate swaps.

Other various derivatives.

3. Consumer Banking
This group provides banking services to individuals and high-networth Elite customers,

and endeavors to meet their financial services needs using the best methods, through
effective distribution channels, and a variety of product services. Moreover, this group is in
direct and close contact with the customers in order to provide them with timely and
continuous services through different electronic channels, such as direct phone calls, the
internet, and text messaging via cellular phones.
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Corporate Consumer Baaking
lnsll::::onnl Treasury P Other Total
Banking Etite Baoldng
USD '000 USD '000 USD '000 USD ‘000 USD 000 USD ‘000
Total income 856 221 551 506 (74 463) 218 306 374 842 1926 412
Net inter-segment interest income (87 349) (266 706) 209 570 144 485 - -
:;)‘vision for impairment - direct credit facilities at amortized 175 820 B 16 3220 . 179 056
Other provisions 61255 28138 16414 25571 - 131378
Direct administrative expenses 128 383 17 464 25 308 146 249 7052 324 456
Result of operations of segments 403 414 239 198 93 369 187 751 367 790 1291822
Indirect expenses on segments 226 780 71295 46 508 153 663 2461 500 707
Profit for the year before income tax 176 634 167 903 46 861 34088 365 329 790 815
[ncome tax expense 36 528 46 694 14 656 nm 148 500 258 149
Profit for the Year 140 106 121 209 32 205 22317 216 829 532 666
Depreciation and amortization 14 008 4133 3692 25 828 - 47661
Other information
Segment assets 17583136 18394509 2981 706 4107610 1316422 44 383 183
Inter-segment assets - . 10 071 606 2918 446 4819643 .
Investment in associates - - - - 3077008 3077008
TOTAL ASSETS 17583136 18394509 13053312 7026 056 9213073 47 460 391
Segment ligbilities 16026 131 2141819 1305312 7026 056 1 048 537 39 295 855
Qwners equity - - - - 8 164 536 8164 536
[nter-segment liabilities 1 557 005 16 252 690 - - - -
TOTAL LIABILITIES AND OWNERS' EQUITY 17883136 18394509 13083312 7026 056 9213073 47 460 391
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Total income
Net inter-segment interest income

Provision for impairment - direct credit facilities at amortized cost

Other provisions

Direct administrative expenses

Result of operations of segments

Indirect expenses on segments

Profit for the year before income tax

Income tax expense

Profit (or the Year

Deprecistion and amortization

Other iaformation

Segmeat assets

[nter-segment assets

Invesiment in associates

TOTAL ASSETS

Segment liabilities

Owners equity

[nter-segment lisbilities

TOTAL LIABILITIES AND OWNERS' EQUITY

2018
Corporate Consumer Banking
sttudonst TPORTY Biite Retail Other Toul
Banking Banking
USD '000 USD '000 UsD '000 USD ‘000 USD '000 UsD ‘000
803 558 624347 (103 813) 189406 394 862 1908 360
(13 604) (385 208) 218527 180 285 - -
26 605 . ( 881) 7167 - 32891
70587 2185 1032 5936 - 16210
140 698 19 446 23680 155957 356 368 696 149
615 594 217 508 90 883 200631 38494 1163110
198918 56 042 40 169 145930 2723 443782
416 676 161 466 50714 54701 s 719 328
77059 48 886 18 485 18573 114202 277205
339617 112 580 32229 36128 (78431) 442123
15322 4194 2192 30333 . 52041
18090366 20756491 2116 580 4005 750 1159116 46 128303

N - 9899 888 4049 621 5677642 -

- - - - 2916290 2916290
18090366 20756491 12016468 805531 9753 048 49 044 593
16 883 273 2136433 12016 468 8055371 1737467 41029012

. . . - 8015 581 8015581

1207093 18 420 058 . - - .
(8090366 20756491 12016468 8055371 9753 048 49 044 593
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43. Banking Risk Management .
Arab Bank Group addresses the challenges of banking risks comprehensively through an

Enterprise-Wide Risk Management Framework. This framework is built in line with
leading practices, and is supported by a risk governance structure consisting of risk-related
Board Committees, Executive Management Committees, and three independent levels of
control.

As part of the risk governance structure of the Bank, and as the second level of control,
Group Risk Management is responsible for ensuring that the Bank has a robust system for
the identification and management of risk. Its mandate is to:

* Establish risk management frameworks, policies and procedures for all types of risks
and monitor their implementation

¢ Develop appropriate risk measurement tools and models

¢ Assess risk positions against established limits

*  Monitor and report to Senior Management and the Board on a timely basis

¢  Advise and promote risk awareness based on leading practices

a.__Credit Risk Management

Arab Bank maintains a low risk strategy towards the activities it takes on. This
combined with its dynamic and proactive approach in managing credit risk are key
elements in achieving its strategic objective of maintaining and further enhancing its
asset quality and credit portfolio risk profile. The conservative, prudent and well-
established credit standards, policies and procedures, risk methodologies and
frameworks, solid structure and infrastructure, risk monitoring and control enable the
Bank to deal with the emerging risks and challenges with a high level of confidence
and determination. Portfolio management decisions are based on the Bank's business
strategy and risk appetite as reflected in the tolerance limits, Diversification is the
comnerstone for mitigating portfolio risks which is achieved through industry,
geographical and customer tolerance limits.

b. _Geographic Concentration Risk

The Bank reduces the geographic concentration risk through distributing its operations
over various sectors and various geographic locations inside and outside the Kingdom.

Note (44-¢) shows the details of the geographical distribution of assets.

¢. Liquidity Risk

Liquidity is defined by the Bank for International Settlements as the ability of a bank
to fund increases in assets and meet obligations as they come due, without incurring
unacceptable losses. Arab Bank has built a robust infrastructure of policies, processes
and people, in order to ensure that all obligations are met in a timely manner, under all
circumstances and without undue cost. The Bank uses a variety of tools to measure
liquidity risk in the balance sheet. These metrics help the Bank to plan and manage its
funding and help to identify any mismatches in assets and liabilities which may expose
the Bank to roll risk.

Note (47) shows the maturities of the assets and liabilities of the Bank.
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d. Market Risk
Market risk is defined as the potential for loss from changes in the value of the Group’s
portfolios due to movements in interest rates, foreign exchange rates, and equity or
commodity prices. The three main activities that expose the Group to market risk are:
Money Markets, Foreign Exchange and Capital Markets, across the Trading and
Banking books.

Note (45) shows the details of market risk sensitivity analysis.

1. Interest Rate Risk:
Interest rate risk in the Group is limited, well managed, and continuously
supervised. A large proportion of the interest rate exposure is concentrated in the
short end of the yield curve, with durations of up to one year. Exposures of more
than one year are particularly limited. Interest rate risk is managed in accordance
with the policies and limits established by the High ALCO.

Note (46) shows the details of the interest rate risk sensitivity of the Group.

2. Capital Market Exposures:

Investments in capital markets instruments are subject to market risk stemming
from changes in their prices. Arab Bank Group’s exposure to this kind of risk is
limited due to its strong control over credit and interest rate risk. The equities
investment portfolio represents a very small percent of the Bank’s overall
investments.

3. Foreign Exchange Risk

Foreign exchange activity arises principally from customers' transactions. Strict
foreign exchange risk limits are set to define exposure and sensitivity tolerance for
trading in foreign exchange. The Bank hedges itself appropriately against potential
currency fluctuations in order to minimize foreign exchange exposure.

Note (48) shows the net positions of foreign currencies.

e. _ Operational Risk

Operational risk is defined as the loss incurred by the Bank due to disorder in work
policies or procedures, personnel, automated systems, technological infrastructure, in
addition to external accidents. Such risk is managed through a comprehensive
framework, as part of the overall strengthening and continuous improvement of the
controls within the Group.
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44. Credit Risk

A. Grass exposure to credit risk (net of impairment provisions and interest in suspense and prior to colaterals

and other risk mitigations):

Credit risk exposures relating to items on the consolidated statement of financial position:

Balances with central banks
Balances with banks and financial institutions
Deposits with banks and financial institutions
Financial assets at faic value through profit ar loss
Direct credit facllities at amortized cost
Consumer Banking
Small and Medium Corporate
Large Corporate
Banks and financial institutions
Govemment and public sector
Other financial assets at amortized cost

Other assets and financial derivatives - positive fair value

Total Credit Exposure related to items on the consolidated statement of  financial
position:

Credit risk exposures relating to items off the consolidated statement of finascial position:

Letters of credit
Acceptances

Letters of guarantees
Unused credit facilities

Total

Grand Total for Credit Exposure

December 31,
2016 2018
USD ‘000 USD '000

7392 469 9016 936
4622 181 2992403
176 118 99018
656 312 784 200
21898 121 22 180987
4955 001 4678011
2592108 25601370
13 038 469 13 547 256
107 400 191382
1205 143 1 203 968
7640 955 9003 709
336 151 367870
42 722 307 44445123
2156 159 21521393
653 158 688 359
11912937 12813870
4 940 006 50697173
19 662 260 20 724 395
62 384 567 65169 518

The table above shows the maximum limit of the bank credit risk as of December 31, 2016 and 2015 excluding collaterals or risks

mitigations.
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B. Classification of assets credit exposure based on risk degree,

Low risk
Acceptable risk
Due:
- Upto 30 deys
« 31 -60 days
Watch lise
Non-performing:
« Substandard
- Doubtfil
« Problematic
Total

Less. interest and commission in suspense
Less; provision for impairment

Net

Low risk

Acceptable risk

Due:

- Upto 30 dayr

« 31+ 60days

Watch list

Non-performing:

« Substandard

« Doubtful

- Problematic

Total

Less: wntecest and commission in suspense
Less; provision for itmpeinnent

Net

The credit risk exposures includes disect credit facilities at

assets exposed to credit risk.

¥

_December 31, 2016
Consumer Corporate B‘."h and Goverament and
Banking s::: n:::' Large l:;':i:::::s Public Sector Taal
USD ‘000 USD ‘000 usD '000 UsD ‘000 USD *000 USD '000
953 663 1 169 246 2119175 S117438 14 648 364 24 007 386
3992578 1519328 11199 308 1407180 445 221 18 563 609
53129 23989 152 900 L7 2112 233187
43 408 93530 60 155 1127 1056 115273
97114 14 459 92745 - 1 056 117984
28150 45033 276249 - 1784 351216
136276 250644 1078882 31049 743 1597594
25486 6354 1477 - - 33317
16 888 17443 509393 30 650 - 574376
193 902 226 847 568010 399 743 989 901
4210667 2984248 14673611 6555667 15096 112 44 520 308
80012 93 649 283236 5460 - 462 357
157 567 129 123 1046412 398 2141 1335641
4973 088 2761 476 13 343 963 6 549 809 15093971 42 722 307
December 31, 2015
Corporates
Banks and
Consumer Small and Financial Government and
Banking Medlum Large Institutions Public Sector Tatat
usp '000 USD ‘000 USD ‘000 UsD '000 USD '000 USD '000
963 903 1403 420 2378086 4198 793 17618 654 26 562 356
3228 1212714 11 309 508 886 620 407095 17598212
16 203 40710 124 061 . 306 181 280
12 003 28 104 86927 - 306 127342
419 12 606 37134 - 53938
29174 3174 328 011 - - 39489
219612 254 369 1043 629 31023 1021 1549 654
25936 16 286 17913 97 - 60232
14473 16 462 487 853 29670 . 548 458
179 203 221621 537 863 1256 1021 940 964
4934904 2968277 15 059 234 5116436 18026 770 46 105 621
69626 9149} 253 632 4499 - 419 248
171 143 134 135 911 868 1353 2751 1241250
4694 138 2742 651 13873734 5110 584 18024 019 44445123
d cost, bal and d with banks and financial institutions, bonds, treasury bills and any other
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C. Fair value of collaterals obtained against credit facilities at amortized cost for the year ended 2016 is as follows::

Collaterals against:

Performing Facilities / Low risk

Performing Facilities / Acceptable risk

Watch list

Non-performing :

- Substandard

- Doubtful

- Problematic

Total

Of which:

Cash margin

Accepted Banks letters of guarantees

Real estate properties

Listed securities

Vehicles and equipment

Other

Total

December 31, 2016
Banking sﬁ:g‘:': Large Institutions Sector

USD 000 USD '000 USD '000 UsDb '000 USD ‘000 USD '000
568 178 524 090 1374 631 - 267 306 2734205
1 367 892 790 595 4 827 045 3816 972 6990 320
13 462 14 041 148 406 - - 175 909
43293 57 066 73 980 - - 174 339
12 144 2293 255 - - 14 692
5206 6217 12 886 - - 24 309
25943 48 556 60 839 - - 135 338
1992 828 1385792 6424 062 3816 268278 10074 773
367 775 292 609 1050 837 - 1131 1712 352
11167 57431 292973 1280 - 362 851
295 468 478 066 2234843 - 95870 3104247
695 147 219 503 299 - - 651213
99 235 25401 401 523 - - 526 159
1218 485 385 066 1 940 587 2536 171277 3 717951
1992 825 1385792 6 424 062 3816 268278 10074 773
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- Fair value of collaterals obtained against credit facilities at amortized cost for the year ended 2015 is as follows:

Collaterals against:

Performing Facilities / Low risk

Performing Facilities / Acceptable risk

Watch list

Non-performing :

- Substandard

- Doubtful

- Problematic

Total

Of which:

Cash margin

Accepted Banks letters of guarantees

Real estate properties

Listed securities

Vehicles and equipment

Other

Total

December 31, 2015
Consemer Corporates Banksand  Government
Bty S gy Fsgpable T
USD ‘000 USD '000 USD '000 USD '000 USD ‘000 USD ‘000
347 895 699649 1646840 4042 199 389 30973815
1257 302 555587 4145685 1 445 jisg 5963 207
19197 13 787 192 550 - - 225 534
47321 62 521 108 465 - 218 307
14 287 L1010 3623 - - 28920
4245 4179 10 088 - - 18512
28 789 471332 94 754 - 170 875
1871718 1331544 6093 540 5487 202577 9504 863
267 104 303148 1013787 - jan 1 587270
10 449 34323 292 995 - - 337167
306 283 407418 2220489 - 92 839 3027029
1417 165 437 477 116 - 3188 647 158
89813 13 702 313 582 - - 417097
1 196 649 407516 171557 5487 103319 3488 542
1871 15 1331544 6093 540 5487 20257 9 504 863
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D. Classification of debt securities facilities based on risk degree:

The table below analyzes the credit exposure of the debt securities using the credit rating as per the global credit

rating agencies:

Credit rating
Private sector:
AAA (o A-
BBB+ to B-
Below B-
Unrated
Governments and public sector

Total

Credit rating
Private sector:
AAA to A-
BBB+ to B-
Below B-
Unrated
Governments and public sector

Total

- 60 -

December 31, 2016
Financial Other
assets at fair  financial
value assets at Total
through amortized
_profit or loss cost
USD '000 USD '000 USD '000
274 405 1081 792 1356197
- 429414 429414
- 8577 8577
29 623 98 648 128 271
352284 6022524 6374 808
656 312 7 640 955 8297267
December 31, 2015
Financial Other
Assets at Financial
Assets at Total
Fair Value Amortized
through P&L Cost
USD '000 USD '000 USD 000
299 539 1319271 1618 810
R 342014 342014
. 10 403 10 403
61216 108 023 169 239
423 445 7223 998 7 647 443
784 200 9 003 709 9 787 909
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41, tet Fareien Carrxacy Poritiens

The detada of G itam are a1 follewn. Destmber 31,2016 December 31, 013

carrency Sase

(] Equivetent  cul in Equivalent

Whouttnds _In USD 008 _shaucands (n USD 000

us 30907 30907 asus S8

ase (5 10 564 4051 6004

EW 3am 308 caem) (236

» 517834 46% 954750 90

CHF 300 106 (1280 (1263

Ocher curnencs ¢ 3942 131601

123 394 163 343

* Venous (sreygn currercres transisted 10 US Dollan

& Falrvalue of flasnclal sseta and Saascial Hetlides menoured st feir valos on recurving buste
Saine of the flamncial asets ond (uancial lﬂl-lammuhnlmuh“o{mmqwﬁd The fellewing table gtvcs tnformatian about how the fate value of these

Geuaca) sgcts and financiat hatxlities are (valuation d key mputs)
Faw Value as ot Pase Vadue Yalusucn ‘e Sigaulicant Relationship of
Fonancial suscte 7 Fonmnenal tiabrlitees Docember 31, Migrarch npuis inputs aputs to (alr
2006 1013
Tlaaaciel sesetn ot falr rulove USD00¢  UED ‘008
Fiasncial wsss ot Cax viiue trough profit o low
Caverement Bends and bells 132284 aas Level § Quated Not Applicable Mot Applicable
Corporate bonds 11404 BON Lasel Quotad Nt Agplicable  Not Appticable
Lows el alvwces mau Weu Lewt? “‘;u“‘m“"m"‘z NotApplcsble Mot Appt.cable
Instruments
Shacws and musial funde 42204 4710 Level t Quoled Not Agplicable  Not Applicable
Total Flanacial Assets st falr vaiue through Prefit ar Loss o836 Q9%
Fiamacial derrvatives - poutove Cair valug saon s Level 2 Comparsmof iy ppgisabla  Not Ayplicsble
amlar firnacial
ieuments
Framncwl sascts of faut valoe treugh
ather comaprchansive ncome
Queted shares e 156170 Level 1 Quated Shares Not Applscable  Net Applicable
Through using the
Usquoted shares 2199 222162 Level 2 (ndex sectar @ (e Not Applicable Net Applicable
market
Total Fanaciel Assets a1 fole value through other camprehenitve (ncome 420912 4100
Total Flasncial Asssts at Fale Value 131749 1 369 243
MNaancial Lisbllicies ot Falr Vabse
(eougn
Fraancial deneatives - negative fuwe value 2817 53708 Leva .ﬁ:‘_"““';"ﬂ, NotAppicable  Nou Agplicable
—_———— uisruments
Tetal Fimnacial Lishlliies o Fele Value 217 31 188
Thers were: 10 irmalers between Level 1 and 2 duning 2016 & 201§
& Fairsatue of laencial atsece and Ansacial lisbilkies thas are not mensured ol Cale velue on recurring Sasls.
Eucpudluldulheﬁllmuuhlgmmmmhwqiu-mﬁﬂmmwwlhﬁiﬁam’Mmu" e lidatanf fincial Po their Lur values
Deember 31, 2016 Decembes 31, 2015
Fale volue

Boskvalee _Falr valoc Dok value_ Felr vall Hiecurehy
Uso 00 USD ‘o UsD 088 USD ‘000
Flacnctal a1sets 001 calculated af falr + alue

Masdsiary reserve o Coutrut Banke 1IN 1362777 1035007 1835107 Level2
Tiae and notice balances with Centrst anks J16190 32576 AIIN4 4091601 Level2
Caniflcaics of depesit with centrat tunds 52697 651016 615417 Gl5eks  Level2
Balmnces and Depomts with banks and Funancul insltunons 476410 40677 30814 3093935 Lewll
Duwet credut facilitles ot unanzal cost 20412 26993612 12180987 22247850 Level2
Ot Fuaancial a1sets 84 smortuzed cont 7640953 7715969  900N% 9095897 Level 1 &2
Totel flaenciel arsets st cadculated at fale value JUTNS P UILMT LIS 41284 169
s e—— ALY 383 AUIM 16

Flasacint UeMlities mad calculasd at fate value

Banks auud financal instututiens’ deposits 3T9M 1762201 1EXTM 36T Leveld
Cusiomer depomts 31061151 3IMSE  NTNE 19T Level?
Cash argm 61426 256904 240000 1449307 Lewel2
Darrreed fuods 271188 5418 1543 7712 Level2
Total fnamciad Uabilictes wat catculated af taie salue 37667162 _3TTLE 30934797 3907 I%e

The (aw vabuca of the finsaciat assets and Grancial MlllnmﬂmlnlevclIwulhnhut-\«a-uhmmmumuymmumﬂd:
u.an-.-wmawmmn,ﬁmm“dwmmmmwug
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Anat nd Liabiti rith

The below is an analysis for assets and liabilities maturities according to the expected period to be recavered or settied as at December 31, 2016:

Assets
Cash at vaults
Mandatory cash reserve
Balances with central banks
Balances and deposits with banks and financial institutions
Financial assets at fair value through profit or loss
Direct credit facilities at amortized cost
Financial assets at fair value through other comprehensive income
Other financial assets at amortized cost
Investment in subsidiaries and associates
Fixed assets
Other assets and financial derivatives - positive fair value
Deferred tax assets
Total assets

Liabilities
Banks' and financial institutions' deposits
Customer deposits
Cash margin
Borrowed funds
Other Provisions
Provision for income tax
Other liabilities and financial derivatives negative fair value
Deferred tax liabilities
Total labilities

Net

The below is an analysis for assets and liabilities maturities according to the expected period to be recovered ar settled as at December 31, 2015:

Assets
Cash at vaults
Mandatory cash reserve
Balances with central banks
Balances and deposits with banks and financial institutions
Financial assets at fair value through profit or loss
Drrect credit facilities at amortized cost
Financial assets at fair value through other comprehensive income
Other financial assets at amortized cost
Investment in subsidiaries and associates
Fixed assets
Other assets and financial derivatives - positive fair value
Deferred tax assets
Total assets

Liabilities
Banks' and financial institutions' deposits
Customer deposits
Cash margin
Borrowed funds
Provision for income tax
Other Provisions
Other liabilities and financial derivatives - negative fair value
Deferred tax liabilities
Total liabilities

Net

UP to One Year More than One Year Total
USD '000 USD '000 USD ‘000
416 874 - 416874
1362777 - 1362777
6029 692 - 6029 692
4766 260 32039 4 798 299
208 948 489 568 698 516
11317575 10 580 546 21 898 121
- 470912 470912
3 870 890 3770065 7640955
- 3077 008 3077008
- 463 633 463 633
504 596 25618 530214
73 390 - 73 390
28 551 002 18 909 389 47 460 391
3726331 26 668 3752999
30443 086 639 066 31082152
2544011 17415 2561 426
123 349 147 836 271 185
259 795 - 259795
242317 - 242377
784 552 340 093 1124 645
1276 - 1276
38 124777 1171078 39 295 855
(9 §73 775) 17 738 311 8 164 536
UP to One Year More than One Year Total
USD ‘000 USD 000 USD '000
455 445 - 455 445
1 835107 - 1835107
7181829 - 7181 829
3091 421 - 3091 421
448 550 383430 831980
12044 419 10 136 568 22180987
- 479038 479 038
4932 100 4071 609 9003 709
- 2916 290 2916 290
- 451 444 451 444
530647 28 067 558714
58 629 - 58 629
30578 147 18 466 446 49 044 593
3630617 6117 3636 734
31 966 629 832 599 32799228
2402588 40 502 2443 090
10009 65736 75745
235918 - 235918
145235 - 145 235
702395 978 564 1 680 959
12103 - 12 103
39 105 494 1923 518 41 029 012
(8527 347) 16 542 928 8 015 581
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51. Contractual Maturity of the Contingent Accounts

The table below details the maturity of expected liabilities and commitments on the basis

of contractual maturity:

Letters of credit

Acceptances

Letters of guarantee:

- Payment guarantees

- Performance guarantees

- Other guarantees

Unutilized credit facilities
Total

Constructions projects contracts
Procurement contracts
Operating lease contracts

Total

Letters of credit

Acceptances

Letters of guarantee:

- Payment guarantees

- Performance guarantees

- Other guarantees

Unutilized credit facilities
Total

Constructions projects contracts

Procurement contracts
Operating lease contracts
Total

December 31, 2016
More than 1
Within 1 Year  Yearandupto5 More than § Years Total
Years
USD '000 USD '000 USD '000 USD '000
2132727 23432 - 2156159
639 065 14 093 - 653 158
680 695 209 290 31689 921 674
3 809 591 1 838 842 1128180 6776 613
2799 246 857 231 558173 4214650
4 437 406 444 920 57 680 4 940 006
14 498 730 3 387 808 1775722 19 662 260
2108 17 805 - 19913
8535 2134 954 11623
4712 9958 22 361 37031
15 355 29 897 23 315 68 567
December 31, 2015
More than 1
Within 1 Year  Yearandupto5 More than 5 Years Total
Years
USD '000 USD '000 USD '000 USD '000
1437 791 714 602 - 2152393
679 717 8 642 - 688 359
639 728 74 136 15 964 729 828
3738318 2286 546 1130903 7155 767
3233887 1017 004 677 384 4928275
4515813 499 238 54722 5069 773
14 245 254 4 600 168 1878 973 20724 395
450 11979 - 12 429
11084 4503 1145 16 732
4 653 11912 13 692 30 257
16 187 28 394 14 837 59 418
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2 ital Management
On Qctober 31, 2016, the Central Bank of Jordan announced the instructions of capital management according to Basel III standards
and stopped Basel I1 instructions.
The Group manages its capital to safeguard its ability to continue its operating activities while maximizing the return to shareholders.
The composition of the regulatory capital, as defined by Basel III standards is as follows:

December 31,
2016
USD 000

Common Equity Tier | 7456710
Regulatory Adjustments ( Deductions from Common Equity Tier 1) (1455 681)
Additional Tier 1 10515
Supplementary Capital 386 022
Regulatory Adjustments ( Deductions from Supplementary Capital) (956 826)
Regulatory Capital 5 440 740
Risk-weighted assets (RWA) 34 688 682
Common Equity Tier 1 Ratio %15.68
Tier 1 Capital Ratio %15.68
Capital Adequacy Ratio %15.68
The below schedule illustrates the Regulatory Capital according to Basel 1, as at December 31, 2015

December 31,

2015
USD '000

A- Core Capital
Share capital 926 615
Statutory reserve 753 065
Voluntary reserve 977 315
Share premium 1225747
General reserve 1 141 824
Retained eamings * 1 194 643
Foreclosed assets -
Non-controlling interests 93 980
Total core capital 6313189
B- Supplementary Capital
Foreign currency translation reserve (284 609)
Investments revaluation reserve (260 621)
Subordinated loans 13 867
General banking risk reserve 363 458
Total supplementary capital ( 167 9058)
C- Deductible Items 1 454 595
Regulatory capital (A+B-C) 4 690 689
Risk-weighted assets (RWA) 33026 774
Regulatory capital / risk-weighted assets 14.20%
Core capital / risk-weighted assets 14.20%

* Includes deferred tax and intangible assets

- The Board of Directors performs an overall review of the capital structure of the Group on a quarterly basis. As part of this review,
the Board takes into consideration matters such as cost and risks of capital as integral factors in managing capital through setting
dividend policies and capitalization of reserves.
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3. Transactions with Related Parties
The details of this item are as follows:

December 31, 2016
Direct Credit LCs, LGs,
Deposits Owed "o ijijegqe  DEPOSIs Owed (o o Credit
from Related . to Related
Parties Amortized Parties Facilities and
Cost Acceptances
USD '000 USD '000 USD ‘000 USD '000
Associated companies 231423 - 119573 92714
Major Shareholders and Members of the
Board of Directors - 479 288 452 648 98 567
231 423 479 288 572221 191 281
December 31, 2015
Direct Credit . LCs, LGs,
Deposits Owed "¢ g qe  DePOSIEOwed o vedit
from Related ) to Related "
N Amortized . Facilities and
Parties Parties
Cost Acceptances
USD '000 USD '000 USD '000 USD *000
Associated companies 110 246 - 111949 90 068
Major Shareholders and Member of the
Board of Directors - 534053 412 129 66 907
110 246 534053 524 078 156 975

- All facilities granted to related parties are performing loans in accordance with the credit rating of the Group. No provisions for
the year have been recorded in relation to impairment in value,

The details of transactions with related parties are as follows:

2016

Interest Income  I[nterest Expense

USD 000 USD ‘000

Associated companies 2143 2249

2015

Interest Income  [nterest Expense

USD '000 USD '000

Associated companies 579 163

- Direct credit facilitates granted to key management personnel amounted to USD 1.6 million and indirect credit facilities
amounted to USD 8.5 thousand as of December 31,2016 (USD 1.9 million direct credit facilities and USD 8.5 thousand indirect
credit facilities as of December 31, 2015).

- Deposits of key management personnel amounted to USD 3 million as of December 31, 2016 (USD 2.2 million as of December
31, 2015)

- Interest on credit facilities granted to major shareholders and members of the Board of Directors is recorded at arm's length.

- The salaries and other fringe benefits of the Group's key management personnel, inside and outside Jordan, amounted to USD
56.7 million for the year ended on December 31, 2016 (USD 57.7 million for the year ended on December 3 1, 2015).
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54, Earnings Per Share

The details of this item are as fol!ows: December 31,

2016 2015

USD '000 USD '000
Profit for the year attributable to Shareholders of the Bank 522 187 430 830

Thousand Shares

Average number of shares 640 800 640 800
USD / Share
Earnings Per Share (Basic and diluted) 0.81 0.67

55, Assets under management

Assets under management as of December 3 1, 2016 amounted to USD 3442 million
(USD 3219 million as of December 3 1,2015). These deposits are not included in the Group
consolidated financial statements.

36. Cash and Cash Equivalent

The details of this item are as follows: December 31,

2016 2015

USD '000 USD '000

Cash and balances with central banks maturing within 3 months 7 809 343 9472 381
Add: balances with banks and financial institutions maturing within 3 3822 18] 2 992 403
months
Less: banks and financial institutions deposits maturing within 3 3281 686 2949 869
months

Total 8 349 838 9514915
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57. Legal Cases

In 2004, a number of civil lawsuits were filed against Arab Bank plc alleging that the Bank
provided financial services to individuals and entities who were characterized as "terrorists" and
“terrorist organizations" operating in the Palestinian Territories. The plaintiffs claimed
damages from the Bank alleging that these financial services constituted material support for
terrorist activities.

After a civil trial in the Eastern District Court of New York, on September 22, 2014, a jury
found the Bank liable for the plaintiffs who possessed U.S. citizenship and who claimed
damages as a result of alleged attacks perpetrated by Hamas.

The Court scheduled August 17, 2015, to proceed with a “bellwether” damages trial limited to
three incidents and a number of those plaintiffs. On August 14, 2015, a settlement agreement
was reached by the parties and upon the request of the plaintiffs and the Bank; the Judge
postponed the damages trial to implement the said agreement.

The settlement agreement was reached by the parties pursuant to which they agreed to forego
the bellwether damages trial and to adopt a mechanism which would allow the Bank to appeal
the liability verdict without payment of this amount or presenting any bond to the Court.
Pursuant to said agreement, the Bank filed its Notice of Appeal to the Court of Appeals on
June 22, 2016 and its appellate brief on October 20, 2016.

The settlement agreement has been entered into upon acceptable terms and without admission
by the Bank of liability for any wrongdoing. This settlement agreement will put an end to the
litigation, which has been outstanding for over 12 years, and it has provided a framework
limiting the financial liability of the Bank deriving from it. The Bank has sufficient provisions
to cover the expected financial obligations under this agreement. In the opinion of
management and counsel representing the Bank in the above-referred matter, this agreement is
deemed to be in the best interest of the Bank.

In the year 2005, the Bank in New York entered into an agreement with the Office of the
Comptroller of the Currency pursuant to which the branch was converted into a Federal

Agency with limited operations in compliance with the provisions of the U.S. Federal Banking
Act.

There are other lawsuits filed against the Group totaling USD 143.6 million as of
December 31, 2016 (USD 135.7 million as of December 31, 2015).

In the opinion of the management and the lawyers representing the Group in the litigation
at issue, the Group will not be held liable for any amount in excess of the amount of
provisions taken in connection with the lawsuits totaling USD 18.3 million as of December
31,2016 (USD 8 million as of December 31, 2015).

58. Comparative Figures

Some comparative figures in the consolidated financial statements for the year 2015 have
been reclassified to be consistent with the year 2016 presentation and it didn’t cause any
changes in last years operating results.
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INDEPENDENT AUDITOR'’S REPORT

To the Shareholders
Arab Bank plc
Amman - Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Arab Bank plc Company (a Public Shareholding
Company), which comprise the statement of financial position as of December 31, 2016, and the
statements of income, comprehensive income, changes in shareholders’ equity and cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory
information.

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Arab Bank plc as of December 31, 2016, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditin g. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Bank in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants
(IESBA Code) together with the other ethical requirements in Jordan that are relevant to our audit
of the Bank’s financial statements, and we have fulfilled our other ethical responsibilities. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Explanatory Paragraph

We refer to disclosure Number (56) in the accompanying financial statements in relation to the
lawsuit filed against the Bank in the United States of America in 2004. This has no impact on our
unmodified opinion.

Member of Delaitte Toucne Tohmatsu Limited
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in

our audit of the financial statements of the current

year. These matters were addressed in the context

of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do

not provide a separate opinion on these matters:

Provision for Lawsuits and Legal Claims
Risks

According to the International Financial
Reporting Standards, the Bank has to estimate
the provision for lawsuits and legal claims, in
particular the lawsuit and the related settlement
in the United States of America, legal claims
associated with it, and the reserving against these
claims at the end of each reporting period.
Moreover, since the provision for legal claims is
based on accounting estimates it’s considered a
key audit matter since the assessment process
depends heavily on professional judgment which
is based on the expected assumptions of the
future outcomes for the lawsuits and related
settlements, and management’s estimates based
on the legal inputs and the recommendations of
the Bank’s legal counsels.

Adequacy of Provision for Impairment of
Credit Facilities

The provision for impairment of credit facilities
is considered a key audit matter to the financial
statements, as its calculation requires
assumptions, management’s use of estimates for
low credit ratings and the probability that debts
will not be collected as a result of the
deteriorating economic and financial conditions
in light of inadequate guarantees.

The nature and characteristics of credit facilities
granted to these debtors vary from one sector to
another and from one country to another, due to
the external wide span of the Bank. Therefore,
the  impairment  provision  calculation
methodology differs due to varied sectors and
varied risk assessment relating to those countries
and their legal and regulatory requirements.

Scope of Audit to Address the Risk

Our audit procedures included obtaining
support from internal and external legal
counsels handling the lawsuits in evaluating the
adequacy of managements’ estimates and
expected outcome probabilities, in particular to
those related to the risk probability assumptions
and contingent liabilities. In addition, our
procedures assessing the adequacy of the legal
cases disclosure and the related settlement in the
United States of America set out in Note (56).

Scope of Audit to Address the Risk

The performed audit procedures included
understanding the nature of the credit facilities
portfolio, testing the internal control system
followed in credit granting and monitoring, and
assessing the reasonableness of management’s
estimates of the provision for impairment. We
also have understood the Bank’s policy in
calculating the provision, and tested a sample of
performing, watch-list, and non-performing
credit facilities at the Bank level as a whole. We
have evaluated the factors affecting the
calculation of the provision for impairment of
credit facilities. This included evaluating the
available collaterals, customers’ financial net
worth, management’s estimates of future cash
flows, and regulatory requirements issued by
central banks.

-2.

Member of Deloitte Touche Tohmatsu Limited



Deloitte.

Evaluation of Unquoted Investment in
Regulated Markets

The recognition of unquoted investments in
regulated markets is based on the fair value of
key inputs available. These investments are
stated in Notes (9) and (49). The valuation
technique used by the Group to measure the fair
value of these investment is based on market
index method for similar investments.

Foreign Currency Translation Reserve

Due to its wide spread in multiple countries and
its dealing with numerous foreign currencies, the
Bank is exposed to the risk arising from the
fluctuation of those currencies due to the
economic conditions of those countries.
Therefore, translation of the financial assets and
financial liabilities of the branches, and
subsidiaries abroad from the local currency
(functional) to the Jordanian Dinar is considered
a key audit matter to our audit. Moreover,
exchange differences arising from the
revaluation of the net investment in the branches
and subsidiaries abroad are recorded in the
staternent of other comprehensive income.

Member of Deloitte Touche Tohmatsu Lirmited

We have also discussed these factors with
executive management to verify the adequacy
of the provision, as well as recalculated the
provision needed for that sample.

Furthermore, we have also evaluated the
appropriateness and adequacy of the disclosure
with regard to the credit facilities impairment
provision and risks as stated in Note (10).

Scope of Audit to Address the Risk

As a result of the lack of quoted market prices
for these investments, the valuation technique
in evaluating these investment is a key audit
matter to our audit. Thus, we have reviewed the
valuation model prepared by the Bank, and
discussed it with the Bank’s financial
management. Moreover, our audit procedures
included testing the internal control systems
related to the adopted valuation techniques
followed and assumptions to assess the
suitability of the valuation model or
appropriateness of the related assumptions.

Scope of Audit to Address the Risk

Our audit procedures included testing the
internal control system which relates to the
determination of foreign exchange rates
approved by the management in addition to
reviewing a sample of those rates and matching
them with the rates published by the Central
Bank of Jordan. Furthermore, we have
recalculated a sample of foreign exchange
translation differences reflected in the statement
of other comprehensive income.
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Financial Derivatives and Hedging

The Bank’s portfolio includes financial
derivatives held for trading and hedging
purposes and evaluated through assessing the
information input into specialized systems to be
evaluated periodically. Such derivatives require
special abilities and continuous follow-up by the
management in addition to a highly accurate
internal control structure.

Other Information

Management is responsible for the other

Scope of Audit Risk Approach

The fact that the valuation of the financial
derivatives and review of hedge accounting
need a valuation expert, it was considered as a
key audit matter to our audit. Thus, we obtained
the assistance of valuation experts to assess the
valuations and presentation of the financial
derivatives and hedge accounting in accordance
with the requirements of Intenational Financial
Reporting Standards.

information. The other information comprises of the

information stated in the Annual Report and does not include the financial statements and our
auditor’s report thereon. The Annual Report is expected to be made available to us after the date of
this auditor’s report. Our opinion on the financial statements does not cover the other information
and we will not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information when it becomes available to us and, in doing so, consider whether the other information
is materially inconsistent with the financial statements or our knowledge obtained in the audit, or

otherwise appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Financial

Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with International Financial Reporting Standards,

and for such internal control as

management determines is necessary to enable the preparation of the financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concemn and using
the going concem basis of accounting unless management either intends to liquidate the Bank or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting

process.

Member of Deloitte Tauche Tohmatsu Limited
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with International Standards on Auditing will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if they, individually or in the aggregate, could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements,

As part of an audit in accordance with International Standards on Aud iting, we exercise professional
judgement and maintain professional skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risk, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than the one resulting from error,
as fraud may involve collusion, forgery, intentional omission, misrepresentations, or the override
of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidenced obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Bank’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosure are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Bank to
cease to continue as a going concern.

¢ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represents the underlying transactions and
events in a manner that achieves fair presentation.

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Bank to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the group audit and we remain
solely responsible for our audit opinion.

- 5.
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We communicate with those charged with governance regarding, among other mattets, the planned
scope and timing of the audit and significant audit findings, including any material deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current year and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law and
regulations preclude public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Report on other Legal and Regulatory Requirements

The Bank maintains proper accounting records and are in agreement there with the accompanying
financial statements. We recommend that the General Assembly of the Shareholders to approve these
financial statements.

/'\
E/&é % p /b-é_.
Amman - Jordan eloitte & Touche (M.E.) - Jordan

January 29, 2017

Deloitte & Touche (M.E.)

Public Accountants
Amman - Jordan
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ARAB BANK PLC

A I AN
B9 (1]
FFI POSITION
December 31,
Note 2016 2015

ASSETS JD 000 JD *000
Cash and balances with central banks 5 3416485 4709 940
Balances with banks and financial institutions 6 3432626 2625024
Deposits with banks and financial institutions 7 50450 170 397
Financial assets at fair value through profit or loss 8 102 531 244 606
Financial derivatives - positive fair value 40 9892 18 605
Direct credit facilities at amortized cost 10 11186 472 11264 977
Financial essets at fair value through other comprehensive income 9 222 463 219789
Other financial assets at amortized cost 1 4397 851 5159153
Investments in subsidiaries and assaciates 12 925 837 958 809
Fixed assets 13 221973 190 901
Other assets 14 248 643 269 262
Deferred tax assets 15 39023 27699

TOTAL ASSETS 24 254 246 25 859 162
LIABILITIES AND SHAREHOLDERS' EQUITY
Banks' and financial institutions’ deposits 16 1804177 1953 517
Customer deposits 17 16 250 612 17 538 698
Cush margin 18 1 663016 1 584 439
Financial derivatives - negative fair value 40 17 859 19 690
Bomowed funds 19 147 564 8 004
Provision for income tax 20 115248 142 457
Other provisions 21 145015 85411
Qther liabilities 22 609 207 1 000 989
Deferred tax liabilities 23 793 7816

Total Liabilities 20 753 491 22 341 021
Share capital 24 640 800 640 800
Share premium 24 859 626 859 626
Statutory reserve 25 5313714 499 191
Voluntary reserve 26 614 920 614 920
General reserve 27 583 695 583 695
General banking risks reserve 28 200 468 200 468
Foreign currency translation reserve 29 (281 492) (221 526)
Investment revaluation reserve 30 ( 192 069) (183 741)
Retained earnings 31 543 433 524 708

Total Shareholders' Equity 3 500 755 3518 141

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 24 254 246 25 859 162

The accompanying notes from (1) 10 (57) are an integral part of these financial statements
and should be read with them and with the accompanying independent auditor report.
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ARAB BANK PLC

{A PUBLIC SHAREHOLDING COMPANY)
AMMAN - JORDAN

STATEMENT OF INCOME

REVENUE

Interest income
Less: Interest expense
Net Interest Income
Net commission income
Net Interest and Commission Income
Foreign exchange differences
Gain from financial assets at fair value through profit or loss
Dividends from financial assets at fair value through other comprehensive income
Dividend- itom subsidiaries and associates
Other revenue

TOTAL INCOME

EXPENSES

Employees expenses

Other expenses

Depreciation and amortization

Provision for impairment - direct credit facilities at amortized cost
Other provisions

TOTAL EXPENSES

PROFIT FOR THE YEAR BEFORE INCOME TAX
Less: Income tax expense
PROFIT FOR THE YEAR

For the Year Ended
December 31«
Note 2016 2015
JD ‘000 JD '000

32 1 063 885 1022 375
33 439 220 412 596
624 665 609 779

34 167 311 168 878
791 976 778 657

28 441 34907

35 1224 1nin
9 5413 3663
36 86 947 93 268
37 22286 24776
936 287 946 442

38 209 664 209 843
39 198 556 412239
13 23507 26 027
10 111419 2179
21 71 307 10038
614 453 660 326

321834 286 116

20 109 420 132097
212414 154 019

The accompanying notes from (1) to (57) are an integral part of these financial statements

and should be read with them and with the accompanying independent auditor report.
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CSHAR| LDI
AMMAN - JORDAN
STATEMENT OF COMPREHENSIVE INCOME
For the Year Ended
December 31,
Notes 2016 2015
JD 000 JD '000
Profit for the year 212414 154 019
Add: Other comprehensive income items - after tax

Exchange differences arising on the translation of foreign operations 29 (59 966) ( 118 054)
Change in fair value of financial assets at fair value through other comprehensive income 30 (8557) (5653)
Net change in fair value of financial assets at fair value through other comprehensive income (8328) (5675)
(Loss) gain from sale of financial assets at fair value through the statement of comprehensive income ( 229) 22
Total Othier Comprehensive Income [tems - After Tax (68 523) (123 707)
TOAL COMPREHENSIVE INCOME FOR THE YEAR 143 891 30312

The accompanying notes from (1) to (57) are an integral part of these financial

statements and should be read with them with the accompanying independent auditor report.
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BANK P
(A PUBLIC SHAREHOQLDING COMPANY)
AMMAN - JORDAN
STATEMENT OF CASH. FLOWS

For the Year Ended December 3,

Note 2016 2015
JD ‘000 JD 000
LOWS FRQM OPERATIN IVITIES

Profit for the year before tax 321834 286 116
Adjustments for:
Depreciation and amortization 13 23 507 26 027
Provision for impairment - diect credit facilities at amortized cost 10 111419 2179
Net interest income (15028) 8294
(Gain) from sale of fixed assets (3934) ( 1640)
amortization intangible assets 14 3198 3692
(Gain) from revaluation of financial assets at fair value through profit or loss 35 ( 776) (8 546)
Dividends from financial assets at fair value through other comprehensive income 9 (5413) (3663)
Dividends from subsidiaries and associates 36 (86947) (93 268)
(Gain) from sale of subsidiaries - ( 1 680)
Other provisions 21 71307 10038

Total 419 167 227549
{Increase) Decrease ln Assets
Balances with central banks (maturing afier 3 months) - 73359
Deposits with banks and financial institutions (maturing after 3 months) (447 429) 113242
Direct credit facilities at amortized cost (32914) (216 325)
Financial assets at fair value through profit or loss 142 851 61372
Other assets and financial derivatives 36 662 29 281

re| in L H

Banks and financial institutions deposits (maturing after 3 months) 116 303 111610
Customer deposits (1288 086) 443 320
Cash margin 78577 (258 331)
Other liabilities and financial derivatives (407 104) 157675

Net Cash (Used in) Generated by Operating Activities before Income Tax (1381973) 742 752
Income tax paid ( 148 124) ( 134 696)

Net Cash (Used in) Generated by Operating Activities (1530097) 608 056

WS FROM INVE ITIES

(Purchase) of financial assets at fair value through other comprehensive income (1123y) ( 1 705)
Maturity of other financial assets at amortized cost 761 302 11922
Proceeds Grom (paid for) of investments in subsidiaries and associates - net (16937 5606
Dividends from subsidiaries and associates 36 86 947 93268
Dividends from financial assets at fair value through other comprehensive income 9 5413 3663
(Purchase) of fixed assets 13 (63 398) (39 480)
Proceeds from selling fixed assets 11806 12929
(Purchase) of intangible assets - net (7159) (3628)

Net Cash Generated by Investing Activities 771 743 82575

F FROM FINANCIN

Increase in borrowed fuads 139 560 2604
Dividends paid to shareholders ( £58630) (67 861)

Net Cash (Used in) F inancing Activities (19070) (65 257)
Net Increase (Decrease) in Cash and Cash Equivalent (777 424) 625 374
Exchange differences - change in foreign exchange rates (10 162) (25007)
Cash and cash equivalent at the beginning of the year 5555812 4955 445

Cash and Cash Equivalent at the End of the Year 55 4 768 226 § 585 812

The accompanying notes from (1) to (57) are an integral part of these financial statements and should be read with them
and with the accompanying independent auditor report.
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ARAB BANK PL.C

(A PUBLIC SHAREHOLDING COMPANY)
AM

MAN - JORDAN
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 201 6
H

1. _GENERAL

®  Arab Bank was established in 1930, and is registered as a Jordanian public shareholding
limited company. The Head Office of the Bank is domiciled in Amman - Jordan, and

the Bank operates worldwide through its 74 branches in Jordan and 122 branches
abroad.

*  Arab Bank plc shares are traded on Amman Stock Exchange. The share of Arab Bank
represents the Bank's share in all entities of Arab Bank Group except for it’s sister
company, Arab Bank (Switzerland) Limited, the shares of which are stapled with Arab
Bank shares and traded at the same time.

*  The accompanying financial statements were approved by the Board of Directors in its
meeting No. (1) on January 26 , 2017 and are subject to the approval of the General
Assembly of Shareholders and the Central Bank of Jordan,

2.__Adoption _of New and Revised International Financial Reporting Standards
(IFRSs)

2.a. New and revised IFRSs applied with no material effect on the financial
statements:

The following new and revised IFRSs, which becume effective for annual periods
beginning on or after January 1, 2016, have been adopted in these financial statements.
The application of these revised [FRSs has not had any material impact on the amounts
reported for the current and prior years but may affect the accounting for future
transactions or arrangements.

IFRS 14 Regulatory Deferral Accounts.

Amendments to IAS 1 Presentation of Financial Statements relating to Disclosure
initiative.

Amendments to IFRS 11 Joint arrangements relating to accounting for acquisitions

of interests in joint operations.

Amendments to IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets
relating to clarification of acceptable methods of depreciation and amortisation.

Amendments to IAS 16 Property, Plant and Equipment and IAS 41 Agriculture:
Bearer Plants.

Amendments to IAS 27 Separate Financial Statements relating to accounting
investments in subsidiaries, joint ventures and associates to be optionally accounted
for using the equity method in separate financial statements.

Amendments to [FRS 10 Consolidated Financial Statements, IFRS 12 Disclosure of
Interests in Other Entities and IAS 28 Investment in Associates and Joint Ventures
relating to applying the consolidation exception for investment entities.

Annual Improvements to IFRSs 2012 — 2014 Cycle covering amendments to [FRS 5,
IFRS 7, IAS 19 and IAS 34.
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3.b. New and revised IFRSs in issue but not vet effective and not early adopted
The Company has not yet applied the following new and revised [FRSs that have been

issued but are not yet effective:

New and revised IFRSs
Annual Improvements to IFRS Standards 2014 — 2016 Cycle
amending [FRS 1, IFRS 12 and IAS 28.

Amendments to IAS 12 Income Taxes relating to the recognition
of deferred tax assets for unrealized losses.

Amendments to IAS 7 Statement of Cash Flows to provide
disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities.

IFRIC 22 Foreign Currency Transactions and Advance

Consideration

The interpretation addresses foreign currency transactions or

parts of transactions where:

e there is consideration that is denominated or priced in a
foreign currency;

o the entity recognises a prepayment asset or a deferred
income liability in respect of that consideration, in advance
of the recognition of the related asset, expense or income;
and

o the prepayment asset or deferred income liability is non-
monetary.

Amendments to IFRS 2 Share Based Payment regarding
classification and measurement of share based payment
transactions

Amendments to IFRS 4 [nsurance Contracts: Relating to the
different effective dates of IFRS 9 and the forthcoming new
insurance contracts standard.

Amendments to IAS 40 Investment Property: Amends
paragraph 57 to state that an entity shall transfer a property to,
or from, investment property when, and only when, there is
evidence of a change in use. A change of use occurs if property
meets, or ceases to meet, the definition of investment property.
A change in management’s intentions for the use of a property
by itself does not constitute evidence of a change in use. The
paragraph has been amended to state that the list of examples
therein is non-exhaustive.

Amendments to IFRS 7 Financial Instruments: Disclosures
relating to disclosures about the initial application of IFRS 9

-13-

Effective for annual periods

beginning on or after

The amendments to IFRS 1
and [AS 28 are effective for
annual periods beginning on or
after January 1, 2018, the
amendment to IFRS 12 for
annual periods beginning on or
after January 1, 2017.

January 1, 2017

January 1, 2017

January 1, 2018

January 1, 2018

January 1, 2018

January 1, 2018

When IFRS 9 is first applied



IFRS 7 Financ{al Instruments: Disclosures relating to the additional
hedge accounting disclosures (and consequential amendments)

;;i{léti;g from the introduction of the hedge accounting chapter in

[FRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognise, measure,
present and disclose leases. The standard provides a single lessee
accounting model, requiring lessees to recognise assets and liabilities
for all leases unless the lease term is 12 months or less or the underlying
asset has a low value. Lessors continue to classify leases as operating or
finance, with IFRS 16’s approach to lessor accounting substantially
unchanged from its predecessor, IAS 17.

Amendments to IFRS 10 Consolidated Financial Statements and IAS
28 Investments in Associates and Joint Ventures (2011) relating to the
treatment of the sale or contribution of assets from and investor to its
associate or joint venture.

IFRS 9 Financial Instruments (revised versions in 2009, 2010, 2013
and 2014)

IFRS 9 issued in November 2009 introduced new requirements for the
classification and measurement of financial assets, IFRS 9 was
subsequently amended in October 2010 to include requirements for
the classification and measurement of financial liabilities and for
derecognition, and in November 2013 to include the new
requirements for general hedge accounting. Another revised version of
IFRS 9 was issued in July 2014 mainly to include a) impairment
requirements for financial assets and b) limited amendments to the
classification and measurement requirements by introducing a ‘fair
value through other comprehensive income’ (FVTOCI) measurement
category for certain simple debt instruments.

A finalised version of [FRS 9 which contains accounting requirements
for financial instruments, replacing IAS 39 Financial Instruments:
Recognition and Measurement. The standard contains requirements in
the following areas:

+ Classification and measurement: Financial assets are classified
by reference to the business model within which they are held and
their contractual cash flow characteristics. The 2014 version of
IFRS 9 introduces a 'fair value through other comprehensive
income' category for certain debt instruments. Financial liabilities
are classified in a similar manner to under IAS 39, however there
are differences in the requirements applying to the measurement
of an entity's own credit risk.

+ Impairment: The 2014 version of [FRS 9 introduces an ‘expected
credit loss' model for the measurement of the impairment of
financial assets, so it is no longer necessary for a credit event to
have occurred before a credit loss is recognised

+ Hedge accounting: Introduces a new hedge accounting model
that is designed to be more closely aligned with how entities
undertake risk management activities when hedging financial and
non-financial risk exposures.

+ Derecognition: The requirements for the derecognition of
financial assets and liabilities are carried forward from IAS 39,

-14-

When IFRS 9 is first
applied

January 1, 2019

Effective date deferred
indefinitely

January 1, 2018



Amendments to IFRS 15 Revenue from Contracts with Customers to clarify January 1, 2018
three aspects of the standard (identifying performance obligations, principal

versus agent considerations, and licensing) and to provide some transition

relief for modified contracts and completed contracts.

IFRS 15 Revenue from Contracts with Customers January 1, 2018
In May 2014, IFRS 15 was issued which established a single comprehensive

model for entities to use in accounting for revenue arising from contracts

with customers. [FRS 15 will supersede the current revenue recognition

guidance including IAS 18 Revenue, IAS 11 Construction Contracts and the

related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to
depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services. Specifically, the standard introduces a
5-step approach to revenue recognition:

L]
L ]
L]

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in
the contract.

Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation.

Under IFRS 15, an entity recognises when (or as) a performance obligation
is satisfied, i.e. when ‘control’ of the goods or services underlying the
particular performance obligation is transferred to the customer. Far more
prescriptive guidance has been added in IFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by IFRS 15.

Management anticipates that these new standards, interpretations and amendments will be
adopted in the Bank’s financial statements as and when they are applicable and adoption of
these new standards, interpretations and amendments, except for IFRS 9, IFRS 15 and IFRS
16 , may have no material impact on the financial statements of the Bank in the period of
initial application.

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Bank’s financial
statements for the annual period beginning 1 January 2018 and that IFRS 16 will be adopted
in the Bank’s financial statements for the annual period beginning 1 January 2019.

The application of IFRS 15 and IFRS 9 may have significant impact on amounts reported and
disclosures made in the Bank’s financial statements in respect of revenue from contracts with
customers and the Bank’s financial assets and financial liabilities and the application of IFRS
16 may have significant impact on amounts reported and disclosures made in the Bank’s
financial statements in respect of its leases.

3. SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
* The accompanying financial statements include the financial statements of the Bank’s

branches in Jordan and abroad after eliminating inter-branch balances. Transactions in
transit at year end are presented among other assets or other liabilities, as appropriate.
The financial statements of the Bank's branches operating outside the Kingdom of
Jordan are translated to Jordanian Dinars using the exchange rates prevailing as at the
date of the financial statements.
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¢ The Bank issues consolidated financial statements for the Bank and its subsidiaries,
including the financial statements of its sister company, Arab Bank (Switzerland)
Limited, to reflect the consolidated financial position and results of operations at the
level of the consolidated economic ownership of the Bank.

Basis of Preparation
¢ The accompanying financial statements are prepared in accordance with International
Financial Reporting Standards issued by the Intermational Accounting Standards
Board and the Interpretations issued by the International Financial Reporting
Interpretations Committee, the prevailing rules in the countries where the Bank
operates and the instructions of the Central Bank of Jordan.

¢ The accompanying financial statements of Arab Bank plc should be read with the
consolidated financial statements for Arab Bank Group and it is considered an integral
part of it.

¢ The financial statements are prepared using the historical cost principle, except for
some of the financial assets and financial liabilities which are stated at fair value as of
the date of the financial statements.

¢ The reporting currency is the Jordanian Dinar, which is the functional currency of the

¢ The accounting policies adopted for the current year are consistent with those applied
in the year ended December 31, 2015 except for what is stated in note (2.A) to the
financial statements.

The following are the significant accounting policies:

A. Revenue Recognition
Interest Income and Expenses

Interest income and expenses for all interest bearing financial instruments are recognized in
the statement of income using the effective interest rate method except for interest and
commissions on non performing credit facilities, which are recorded as interest and
commission in a suspense account.

The effective interest rate is a method of calculating the amortized cost of financial assets or
financial liabilities and of allocating the interest income and expenses over the relevant
period. The effective interest rate method is the rate that discounts estimated future cash
payments or receipts through the expected life of the financial assets or financial liability, or
where appropriate a shorter period to the net carrying of the financial asset or the financial
liability. The Bank estimates the cash flow considering all contractual terms of the financial
instrument but does not consider future credit losses.

Commission income in general is recognized on accrual basis arises and loan recoveries is
recorded upon receipt.

Dividends Income
Dividends income from financial assets is recognized when the Bank’s right to receive
dividends has been established (upon the general assembly resolution).

Leasing Contracts Revenue

The Bank’s policy relating to leasing contract is illustrated in note (C) in the next page:

-16-



B. Direct Credit Facilities

The provision for the impairment of direct credit facilities is recognized when it is obvious
that the amounts due to the Bank cannot be recovered or when there is an objective evidence
of the existence of an event negatively affecting the future cash flows of the direct credit

facilities and the impairment amount can be estimated. The provision is recorded in the
statement of income.

lnte;est and commission on non-performing credit facilities are suspended in accordance with
the instructions of the Central Bank of Jordan and the applicable laws in the countries where
the Bank’s branches operate whichever more strict.

Impaired credit facilities, for which specific provisions have been taken, are written off by
charging the provision after all efforts have been made to recover the assets and after the
proper approval of the management. Any surplus in the provision are recorded in the
statement of income, while debts recoveries are recorded in income.

Non-performing direct credit facilities which are completely covered with provisions and
suspended interest, are transferred to items off the statement of financial position. In
accordance with the Bank’s internal policies, after the proper approval of the management,

C. Leasing Contracts

Leases are classified as finance leases whenever the terms of the lease transfer substantially
all the risks and rewards of ownership to the lessee. All other leases are classified as
operating leases:

1.The Bank as a lessor:

Rental income from operating leases is recognized on a straight-line basis over the term of
the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and on a straight-line basis over the lease
term.

2.The Bank as a lessee:

Assets held under finance leases are initially recognized as assets of the Bank at their fair
value at the inception of the lease or, if lower, at the present value of the minimum future
lease payments. The finance lease obligation is recorded at the same value. Lease payments
are apportioned between finance costs and reduction of the lease liabilities so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance costs are charged
directly to the statement of income.

Operating lease payments are recognized as an expense on a straight-line basis over the lease
term.

D. Foreign Currencies

Transactions in foreign currencies during the year are recorded at the exchange rates
prevailing at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the date of
the financial statements using the exchange rate prevailing at the date of the financial
statement. Gains or losses resulting from foreign currency translation are recorded in the
statement of income.

Non-monetary items recorded at historical cost are translated according to the exchange rate
prevailing at the transaction date.
-17-



Differences resulting from the translation of non-monetary assets and liabilities at fair value

denorpinated in .foreign currency, such as equity shares, are recorded as part of the change in
the fair value using the exchange rate prevailing at the date of evaluation.

Upon compilation, the financial assets and financial liabilities of the branches are translated
from the lqcal currency to the reporting currency at the average rates prevailing at the date of
the financial statements. Exchange differences arising from the revaluation of the net

investment in the branches abroad are recorded in a separate item in other comprehensive
income items.

E. Fixed Assets

Fixed assets are stated at historical cost, net of accumulated depreciation and any
accumulated impairment in value. Such cost includes expenditures that are directly
attributable to the acquisition of the asset. When parts of an item of fixed assets have
different useful lives, they are accounted for as separate items of fixed assets.

Depreciation is charged so as to allocate the cost of assets using the straight-line method,
using the useful lives of the respective assets, no depreciation charged against land and
properties under construction.

Assets under construction are carried at cost, less any accumulated impairment losses and is
depreciated when the assets are ready for intended use using the same depreciation rate of the
related category with fixed assets.

Fixed assets are derecognized when disposed of or when no future benefits are expected from
their use or disposal.

The gain or loss arising on the disposal of an item (the difference between the net realizable
value and the carrying amount of the asset) is recognized in the statement of income in the
year that the assets were disposed.

F. Intangible Assets
Intangible assets acquired through mergers are stated at fair value at the date of acquisition,

while intangible assets purchased otherwise (not acquired through merging) are recorded at
cost.

Intangible assets are to be classified on the basis of either definite or indefinite useful life.
Intangible assets with definite useful economic lives are amortized over their useful lives
using the straight line method. Intangible assets with indefinite lives are reviewed for
impairment as of the financial statements date, and impairment loss is recorded in the
statement of income.

Intangible assets resulting from the Bank’s operations are not capitalized. They are rather
recorded in the statement of income.

Any indications of impairment in the value of intangible assets as of the financial statements
date are reviewed. Furthermore, the estimated useful lives of the impaired intangible assets
are reassessed, and any adjustment is made in the subsequent period.

G. Repurchase and Resale Agreements

Assets sold with a simultaneous commitment to repurchase them at a future date continue to
be recognized in the financial statements as a result of the Bank’s continuous control over
these assets and as the related risk and benefits are transferred to the Bank upon occurrence.
They also continue to be measured in accordance with the adopted accounting policies.
Amounts received against these contracts are recorded within liabilities under borrowed
funds. The difference between the sale price and the repurchase price is recognized as an
interest expense amortized over the contract period using the effective interest rate method.
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Purchased assets with corresponding commitment to sell at a specific future date are not
recognized in the financial statements because the Bank has no control over such assets and
the related risks and benefits are not transferred to the bank upon occurrence, Payments
related to these contracts are recorded under deposits with banks and financial institutes or
loans and advances in accordance with the nature of each case. The difference between the
purchase price and resale price is recorded as interest revenue amortized over the life of the
contract using the effective interest rate method.

H. Capital

Cost of issuing or purchasing the Bank’s shares are recorded in retained earnings net of any
tax effect related to these costs. If the issuing or purchase process has not been completed,
these costs are recorded as expenses in the statement of income.

L Investments in Associates
Associates are those in which the Bank exerts significant influence over the financial and

operating policy decisions, and in which the Bank holds between 20% and 50% of the voting
rights.

Investments in associated companies are accounted for according to the cost method.

J. Investments in Subsidiaries

Subsidiaries are those the Bank controls, in which the Bank controls the financial and
operating policies of the subsidiaries as to obtain benefits for its activities, subsidiaries
investments are shown at cost when preparing the financial statements of Arab Bank ple.
Distributed profits are recognized by the approval of the General Assembly.

K. Income Taxes

Income tax expenses represent current and deferred taxes for the year.

Income tax expense is measured on the basis of taxable income. Taxable income differs from
income reported in the financial statements, as the latter includes non-taxable revenue, tax
expenses not deductible in the current year but deductible in subsequent years, accumulated
losses approved by the tax authorities and items not accepted for tax purposes or subject to
tax.

Taxes are calculated on the basis of the enacted tax rates according to the prevailing laws,
regulations and instructions of the countries where the Bank operates.

Deferred taxes represent taxes expected to be incurred or recovered as a result of temporary
timing differences between the value of the assets and liabilities in the financial statements
and their respective tax basis. Deferred taxes are calculated on the basis of the liability
method, and according to the rates expected to be enacted when it is anticipated that the
liability will be settled or when tax assets are recognized.

Deferred tax assets are reviewed on the date of the financial statements, and reduced if it is
expected that no benefit will arise from the deferred tax, partially or totally.

L. Financial Assets

Financial assets transactions are measured at the trade date (the date the Bank’s commitment
to buy or sell financial assets) at fair value net of direct transaction cost except for costs
directly attributable to the acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognized immediately in the statement of income after that, all
financial assets are measured either at amortized cost or at fair value.

All financial assets are measured at amortized cost or fair value as follows:
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Financial Assets at Amortized Cost:

Debt @nstruments, including direct credit facilities, treasury bills and bonds, are measured at
amortized cost only if:

® The asset is held within a business model whose objective is to hold assets in order to
collect contractual cash flows; and

¢ The contractual terms of the financial asset give rise on specified dates to cash flow that
are solely payments of principal and interest on the principal amount outstanding.

Financial assets at amortized cost are measured at fair value upon purchase plus acquisition
expenses (except debt instruments at fair value through profit and loss). Moreover, the
1ssuing premium \ discount is amortized using the effective interest rate method, and recorded
to interest or in its account. Any allocations resulting from the decline in value of these
investments leading to the inability to recover the investment or part thereof are recorded, and
any impairment is registered in the statement of income,

In case the business model objective changed to contradict with amortized cost conditions,
the Bank should reclassify its financial instruments classified as amortized cost to be at fair
value through profit or loss.

The Bank might choose to classify debt instruments that meets the amortized cost criteria to
designate such financial asset as FVTPL if doing so eliminates or significantly reduces an
accounting mismatch.

Financial Assets at Fair Value Through Profit or Loss (FVTPL)

Debt instruments that do not meet the amortized cost criteria (as described above) are
measured at FVTPL. In addition, debt instruments that meet the amortized cost criteria but
are designated as at FVTPL by the Bank are measured at FVTPL.

In case the business model objectives change and contractual cash flows meet the amortized
cost criteria, the Bank should reclassify the debt instrument held at FVTPL to amortized cost.
Reclassification of debt instruments that are designated as at FVTPL on initial recognition is
not allowed.

Investments in equity instruments are classified as at FVTPL, unless the Bank designates an
investment that is not held for trading as at fair value through other comprehensive income
(FVTOCI) on initial recognition.

Financial assets at FVTPL are measured at fair value, with any gains or losses arising on re-
measurement recognized in the statement of income.

Dividend income on investments in equity instruments at FVTPL is recognized in the
statement of income when the Bank’s right to receive the dividends is established (upon the
general assembly resolution).

Financial Assets at Fair Value Through Other Comprehensive Income (FVTOCI)

At initial recognition, the Bank can make an imrevocable election (on an instrument-by-
instrument basis) to designate investments in equity instruments as at FVTOCI. Designation
at FVTOCI is not permitted if the equity investment is held for trading,

A financial asset is held for trading if:
® it has been acquired principally for the purpose of selling it in the near term; or
¢ on initial recognition it is part of a portfolio of identified financial instruments that the
Bank manages together and has evidence of a recent actual pattern of short-term profit-
taking; or
o it isga derivative that is not designated and effective as a hedging instrument or a
financial guarantee.
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[nvestments in equity instruments at FVTOCI are initially measured at fair value plus
transaction costs. Subsequently, they are measured at fair value with gains and losses arising
from changes in fair value recognized in other comprehensive income and accumulated in the
investments revaluation reserve. Where the asset is disposed of, the cumulative gain or loss

previously accumulated in the investments revaluation reserve is not transferred to statement
of income, but is reclassified to retained earnings.

Dividends on these investments in equity instruments are recognized in the statement of
income when the Bank’s right to receive the dividends is established, unless the dividends
clearly represent a recovery part of the cost of the investment.

M. Fair Value

The closing price of quoted financial assets and derivatives in active markets represents their
fair value. When no quoted prices are available or when no active markets exist for the
financial instrument, the fair value is estimated by one of the following methods:

- Comparing the financial instruments with the fair value of another financial instruments
with similar terms and conditions;

- Discounting estimated future cash flows;

- Using options pricing models.

The valuation methods aim at arriving at a fair value that reflects the expectations of market
participants, expected risks and expected benefits. When the fair value cannot be measured
reliably, financial assets are stated at cost / amortized cost.

N. Impairment in the Value of the Financial Assets

-The Bank reviews the valucs of the amortized cost on the date of the financial statements in
order to determine if there are any indications of impairment in their value, individually or in
the form of a portfolio. Financial assets are considered to be impaired where there is
objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset.

The impairment in the financial assets measured at amortized cost is the difference between
the book value and the present value of the future cash flows discounted at the original
interest rate.

The carrying amount of the financial asset at amortized cost is reduced by the impairment
loss through the impairment provision expense. Changes in the carrying amount of the
impairment provision are recognized in the statement of income.

O. Financial Derivatives
Financial derivatives (e.g. currency forward contracts, forward rate agreements, swaps and
option contracts) are recognized at fair value in the statement of financial position.

a) Financial Derivatives Held for Hedge Purposes

Fair value hedge: Represents hedging for changes in the fair value of the Bank’s assets and
liabilities. When the conditions for an effective fair value hedge are met, gains or losses from
changes in the fair value of financial derivatives are recognized in the statement of income.
Changes in the fair value of the hedged assets or liabilities are also recognized in the
statement of income.

Cash flow hedge: Represents hedging for changes in the current and expected cash flows of
the Bank’s assets and liabilities that affects the statement of income. When the conditions for
an effective cash flow hedge are met, gains or losses from changes in the fair value of
financial derivatives are recognized in other comprehensive income and are reclassified to the
statement of income in the period in which the hedge transaction has an impact on the
statement of income.

When the conditions for an effective hedge are not met, gains or losses from changes in the
fair value of financial derivatives are recognized in the statement of income.
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Hedge for net investment in foreign entities When the conditions of the hedge for net

investment in foreign entities are met, fair value is measured for the hedging instrument of
the hedged net assets. In case of an effective relationship, the effective portion of the loss or
profit related to the hedging instrument is recognized in the statement of comprehensive
income and recorded in the statement of income when the investment in foreign entities is
sold. The ineffective portion is recognized in the statement of income.

When the conditions of the effective hedge do not apply, gain or loss resulting from the
change in the fair value of the hedging instrument is recorded in the statement of income.

b) Financial Derivatives for Trading
Financial derivatives held for trading are recognized at fair value in the statement of financial

position among "assets" or "liabilities" with changes in fair value recognized in the statement
of income.

P. Foreclosed Assets
Such assets are those that have been the subject of foreclosure by the Bank, and are initially

recognized among "other assets" at the foreclosure value or fair value whichever is least.

At the date of the financial statements, foreclosed assets are revalued individually (fair value
less selling cost); any decline in fair value is recognized in the statement of income. Any
subsequent increase in value is recognized only to the extent that it does not exceed the
previously recognized impairment losses.

Q. Provisions

Provisions are recognized when the Bank has an obligation as of the date of the financial
statements as a result of past events, the obligation is likely to be settled, and a reliable
estimate can be made of the amount of the obligation.

Provision for employees’ end-of-service indemnities is estimated in accordance with the
prevailing rules and regulations in the countries in which the Bank operates. The expense for
the year is recognized in the statement of income. Indemnities paid to employees are reduced
from the provision.

R. Segments Information

Segment business represents a group of assets and operations shared to produce products or
risk attributable services different from which related to other segments.

Geographic sector linked to present the products or the services in a specific economic
environment attributable for risk and other income different from which related to other
sectors work in other economic environment.

S. Assets under Management

Assets under management resulting from holding or placing of assets on behalf of customers.
These assets and the income arising from them are excluded from the financial statements of
the Bank. Commission and fees income for managing these accounts are recognized in the
statement of income.

Provision for the decline in fair value of the capital guaranteed portfolio managed on behalf
it’s client is recognized only when the fair value declines below the amount of guaranteed
capital,

T, Offsetting
Financial assets and financial liabilities are offset, and the net amount is presented in the

statement of financial position only when there is a legal right to offset the recognized
amounts, and the Bank intends to either settle them on a net basis or to realize the assets and
settle the liabilities simultaneously.
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U. Cash and Cash Equjvalents

Cash and cash equivalents comprise cash and balances with central banks and balances with
banks and financial institutions maturing within three months, less restricted funds and
balances owing to banks and financial institutions maturing within three months.

4. Accounting Estimates

Preparation of the financial statements and the application of the accounting policies require
the Bank’s management to perform assessments and assumptions that affect the amounts of
financial assets, financial liabilities, fair value reserve and to disclose contingent liabilities.
Moreover, these assessments and assumptions affect revenues, expenses, provisions, and
changes in the fair value shown in the statement of other comprehensive income and owners’
equity. In particular, this requires the Bank’s management to issue significant judgments and
assumptions to assess future cash flow amounts and their timing. Moreover, the said
assessments are necessarily based on assumptions and factors with varying degrees of
consideration and uncertainty. In addition, actual results may differ from assessments due to
glxe changes resulting from the conditions and circumstances of those assessments in the
ture.

Management believes that the assessments adopted in the financial statements are reasonable.
The details are as follows:

- A provision for non-performing loans is taken on the bases and estimates approved by
management in conformity with Intemational Financial Reporting Standards (IFRSs).
The outcome of these bases and estimates is compared against the provisions that should
be taken under the instructions of the regulatory authorities, through which the Bank
branches and subsidiary companies operate. Moreover, the strictest outcome that
conforms with the (IFRSs) is used.

- Impairment loss for foreclosed assets is taken after a sufficient and recent evaluation of
the acquired properties has been conducted by approved surveyors. The impairment loss
is reviewed periodically.

- The fiscal year is charged with its portion of income tax expenditures in accordance
with the regulations, laws, and accounting standards. Moreover, deferred tax assets and
liabilities and the income tax provision are recorded.

- Management periodically reassesses the economic useful lives of tangible and intangible
assets for the purpose of calculating annual depreciation and amortization based on the
general condition of these assets and the assessment of their useful economic lives
expected in the future. Impairment loss is taken to the statement of income.

- A provision is set for lawsuits raised against the Bank. This provision is based to an
adequate legal study prepared by the Bank's legal advisors. Moreover, the study
highlights potential risks that the Bank may encounter in the future. Such legal
assessments are reviewed periodically.

- Management frequently reviews financial assets stated at fair value or at cost to estimate
any impairment in their value. The impairment amount is taken to the statement of
income for the year.

- Fair value hierarchy
The level in the fair value hierarchy is determined and disclosed into which the fair
value measurements are categorised entirely, segregating fair value measurements in
accordance with the levels defined in IFRS. The difference between Level 2 and Level 3
fair value measurements represents whether inputs are observable and whether the
unobservable inputs are significant, which may require judgment and a careful analysis
of the inputs used to measure fair value, including consideration of factors specific to
the asset or liability.
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&._Cash end Balauces with Central Bonts
The details of this item are as follows:

Cash in vaults
Balances with central banks.
« Current accounts
« Time and notice
- Mandatory cash rescrve
- Certificates of deposit
Total

- Except for the mandstory cash reserve, there are o restricted balences at Ceatral Banks.

December 31,

2016 2018

JD ‘000 JD ‘000
255 184 280872

303391 296 7176
1557835 2535148
837167 1160 524
462 908 436 623

3416485 4709940
——

<There are no bal and fi of deposit ing afer three months as of December 31, 2016 and December 31, 2015,

6. Balances with Bonlg gnd Financigl lnstitutdons
The details of this item are as follows:
Local banks and financial institutions

Current accounts
Tims deposits maturing within 3 moaths
Total

Abroad Banks and financlal insticutions

Current accounts
Time deposits maturing within 3 months
Total

Total balaaces with Banks and Financial [nstitutions Local and Abroad

There are a0 noa interest bearing bal as of D ber 31, 2016 and 201 5.
The restricted balances amounted to JD 567.4 million as of December 31, 2016 (There are no

1 witl ¢ n
The details of this item are as follows:

Deposits with beaks and financial institutions Local

Time deposits maturing after one year
Total

Deposits with baaks and financlal institutions abroad

Time deposil ing after 3 hs and before § months

Time deposi ing after 6 he and before 9 months

Time deposil ing after 9 hs and before one year
Total

Total Deposits with Banks and Financial Insdtutions Local and Abroad

There ace no icted deposits as of D ber 31, 2016 and 2015,

« 3.

December 31,
2016 2018
JD 000 JD ‘000
599 16
175 000 41 000
175599 41076
December 31,
2016 2015

JD ‘000 JD '000

1828109 1 00S 194
1428918 1578754

3257027 1583948

3432626 26250

asof D ber 31, 2015)

December 31,
2016 2018
JD 000 JD '000

15000 .
15 000 -
—— e—

December 31,
2016 2018

JD ‘000 JD ‘000

35450 110 465
. 30204
. 29728

35450 170397

50 450 17039



inanci Value thr Pr: Lo:

The details of this item are as follows:

December 31,
2016 2015
JD '000 JD '000
Treasury bills and Government bonds 80322 222 097
Loans and advances 21010 21010
Corporate shares 1199 1499
Total 102 531 244 606
9. Financial Assets at Fair Valye through Other Comprehensive [ncome
The details of this item are as follows:
December 31,
2016 2015
Jb '000 JD ‘000
Quoted shares 170 182 165 290
Unquoted shares 52 281 54 499
Total 222 463 219 789

¢ Cash dividends on the investments above amounted to JD 5.41 million for the year ended December 31, 2016
(JD 3.66 million for the year ended December 31, 2015).

* Realized losses that have been transferred from investment revaluation reserve to retained eamings amounted to JD (229) thousand as of
December 31, 2016 (Realized gains that have been transferred from investment revaluation reserve to retained carnings amounted to JD 22
thousand as of December 31, 2015).
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= The details of movement an the provision for impairment of direct credit facifities gt amortized cost are as follows:

Balance at the beginning of the year

Impairment losses charged to income

Used from provision (written off or transferred to off
statewnent of financial position) *

forrad

in provision to

of income
Adjustments during the year
Translation adjustments

Batance at the End of the Year

Balance at the beginning of the year

Impairment losses charged to income

Used from provision (written off o transferred to off
statement of financial position) *

Surplus in provision transferred to statement of income
Adjustments during the year
Translation adjusiments

Balance at the End of the Year

- There are no p

no longer requi

December 31, 2016
The Tetal Inctades
Corporates mevement on the
Banks and Government reakesiate loana
Consumer  Small and Financial and Public Proviion 45
Banking Medium Large Institutions Sector Total o
JD '000 JD ‘000 JD ‘000 JD 000 JD *000 JD ‘000 JD *000
89577 49 15$ 494 590 674 1267 635263 91767
10 656 11389 137 205 - 1423 160 673 1674
{ 356) (1066) ( 12 766) . - (14 188) ( 62)
(10497) (5097) (32148) { 674) ( 838) (492%4) (3 366)
- 608 340 - - 948 (1202)
(5618) (1582) (t1888) - ( 894) (19982) (9
83762 53 407 5715333 - 958 713 460 6802
December 31, 2015
The Total lncludes
Corporates movement on the
Banks and Goverament reakestate loans
Consumer  Small and Finauciat and Public ""‘:‘;'"’ "
Banking Medi Large Institutions Sector Total ™
JD ‘000 JD ‘000 JD ‘000 40 '000 JD ‘000 JD 000 4D ‘000
876725 48276 505 276 674 802 642 703 10 565
9124 9499 20074 621 39318 1515
( 385) 3191) (6393) - (9969) (10)
(6242) (6050) (24 734) . ( 113) (37 139) (1503)
20 1622 628 . 2170 (73
( 615) (Loon) ( 261) - (4) (1920) ( 63)
89 §77 49 15§ 494 590 674 1267 635263 9767
t, ferred 10 non-perfonning direct credit facilities as of Deceinber 31, 2016 and 2015,

- Impainnent is assessed based on individual customer accounts.

* Non-performing direct credit facilities fe

d to off:

A

of

d as a result of settlement or repay

Deceinber 31. 2015) noling that these non-perfarming direct credit facilities are fully

ded

d by set p

.28 .

and

interest,

d (0 JO 4.7 million as of December 31, 2016. (JD 1.$ million as of



The details of mavement on interest and commissions in suspense are as follows:

December 31, 2016
Corporates Baaks end Goverament n-l::«m-n:-
Consumer Small and Financial and Public (a cnspmas soevomens
Banking Medium Large Institutions Secter Tow _TToonee-
4D ‘000 JD ‘000 JD ‘000 JD ‘000 JD 'e00 JD ‘000 JD 000
Balance at the beginning of the yeac 42044 36810 158823 3189 . 260966 7501
Interest and commssion suspended dunng the year 10380 9201 33 681 - 51 401 2338
ln\eriu u:dl::;‘minion in :r-!emeftnleq gwr:mn offor ( 665) (6433) (11541 . . (1864n) ( 349)
Recaveries (3623) { 1 756) (1113) - - (6492) (2424)
Adjustments during the year ( 80) 12 (102) . - - -
Trunslation adjustments (4 n (e47) . - (829 «n
Balance at the Ead of the Year 48 060 50024 176 351 3870 - 186 308 T072
December 31,2015
—Comirtes Baaka and Gaevernment :::::m.*:":-
inking__vieiem Lot _tmons "ot T St
JD ‘000 JD ‘600 JD ‘000 JD '000 ID ‘000 JD 000 JD ‘000
Balance & the beginmag of the year 37009 58324 146 961 2651 - 244995 1463
Intecest and commission suspended duriag the year 8 562 1236 30059 $38 . 46198 1 865
Interest and 0 ol satencns ol s setled (wriien off oc (923 (613 (15443 . . (B 16 ()
Recovenes (2597 (2039) (2301) - - (6937 (1239
Adyustments dunng the year (8 ] ( 344) - - (144) (1 366)
Transiston adjustments 1 (21 (101 . - (127 (15
Balance at the End of the Year 42044 6810 158823 38 - 260 866 7501

Classificnilon of direct eredit faciities st amoritaed cout based on (he geograpbical and ecosamic sextor as foflews:

Inside Jordan Outslde Jorden  December 31, 2016 December 31, 2018
—_—— e ccomier L 2016 December 31,2015

Ecanomic Sector 40 ‘000 1D .50 J0 000 J0 ‘008

Consumer Banking 934 506 1136672 2071178 1985231
ladustry and Mining 513817 L474812 2008 629 2214872
Constructions 125 080 1149924 1275004 1161 794
Reaf Estate 120 52t 664 625 786 146 731391
Trade 612 161 1534604 2146 765 2071 720
Agncultuee 15229 12647 47876 6218
Tounsm and Hatels 138391 105 059 241450 228971
Transporiation 46 581 210 455 317036 341881
Shares - 1783 L1788 46515
General Service 182 1064178 1397230 1447910
Banks and Financial lnsistutions 41 160 807 161 285 206 309
Govemment and Public Sector 19019 630 969 729988 765 168
Net Dicece Credit Direct Focllities st Amertized Cos( 1939938 8246537 11 (86 472 11264977

<9.




1L.Other Financial Assets ot Amortized Cost

The details of this item are as follows:

Treasury bills
Government bonds and bonds guaranteed by the govemment
Carporate bonds
Less: Provision for impairment
Total

Analysis of bands based on interest nature:

Floating interest rate
Fixed interest rate
Total

Analysis of financial assets based on market quotation:

Financial assets quoted in the market:
Teeasury bills

Government bonds and bonds guaranteed by the govemment
Corporate bonds

Total

Financisl assets unquoted in the market:

Treasury bills

Gavemment bonds and bonds g d by the g
Corporate bonds
Total

Grand Total

The details of movernent on the prevision for impairment of other financial assets at amortized cost are as follows:

Balance at the beginning of the year
Impairment losses charged to income
Used from provision

Balance at the End of the Year

December 31,
2016 2018
JD ‘000 JD '000
1 448618 1903 968
2456 242 2683 152
495 823 574 865
(2832) (2832)
4397881 $159 183
December 31,
1016 2018
JD '000 JD ‘000
134 684 177043
4263 167 4982110
4397851 5159183
December 31,
2016 20(8
JD ‘000 JD '000
177685 534 058
536398 794 137
388 435 524 656
1102 518 1883 451
December 31,
2016 2018
JD 000 JD ‘000
1270933 1369910
1919 844 1888415
104 556 4131
3298333 3305 702
4397851 $159183
December 31,
2016 2018
4D '000 JD ‘000
2832 2832
2832 2832

During the year ended December 31, 2016 certain financial assets st amortized cost amounted to JD 102.2 million were sold

(JD 146 million during the year ended December 31,2015).
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14, Other Assets

The details of this item are as follows:

December 31,
2016 2015
JD '000 JD '000
Accrued interest receivable 96 306 92 086
Prepaid expenses 71119 97 553
Foreclosed assets * 32987 39 856
Intangible assets ** 8346 4185
Other miscellaneous assets 39885 35382
Total 248 643 269 262
* The Central Bank of Jordan instructions require a disposal of these assets during a maximum period of
two years from the date of foreclosure.
The details of movement on foreclosed assets are as follows:
2016
Land Buildings Others Total
JD '000 JD 000 JD ‘000 JD '000
Balance at the beginning of the year 9 968 24437 5451 39 856
Additions 368 2332 - 2700
Disposals ( 984) (1487) (5100) (7571)
Provision for impairment ( 339) (1614) - (1953)
Impairment loss charged to income - - ( 100) ( 100)
Impairment loss - retumed to profit 2 64 - 66
Translation adjustment (7 (4 - (1
Balance at the End of the Year 9008 23 728 251 32987
2018
Land Buildings Others Total
JD ‘000 JD '000 JD '000 JD '000
Balance at the beginning of the year 27249 23002 5588 55839
Additions 1801 2 864 - 4665
Disposals (18 690) ( 305) (17 (19012)
Provision for impairment ( 198) ( 1098) - (1296)
Impairment loss charged to income ( 194) ( 105) ( 120) ( 419)
Impairment loss - returned to profit - 100 - 100
Translation adjustment - (21 - (20
Balance at the End of the Year 9 968 24 437 5 451 39 856
** The movement on intangible assets was as follows:
December 31,
2016 2015
JD '000 JD '000
Balance at the beginning of the year 4185 4459
Additions 7703 3655
Disposals ( 544) (37
Amortization during the year (3198) (3692)
Balance at the End of the Year 8 346 4 388
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15, Deferred Tax Asgets

The details of this item are as follows:

Items attributable to deferred tax assets are as follows

Provision for impairment - direct credit facilities atamortized cost
End-of-Service indemnity

Interest in suspense

Others

Total

Provision for impairment - direct credit facilities at amortized cost
End-of-Service indemnity

Interest in suspense

Others

Total

The details of movement on deferred tax assets are as fol{ows:

Balance at the beginning of the year

Additions during the year

Amortized during the year

Adjustments during the year and translation adjustments

Balance at the End of the Year

December 31, 2016
Bah:ee ot Adjustments Balance at
gt “Td Rt oo ¢ Ebdol e Dt T
the Year Adjustments
JD ‘000 JD ‘000 JD ‘000 JD '000 JD '000 JD '000
39033 43 856 ( 16 206) 18 66 701 15099
39086 6370 (7329) - 38132 11 498
7942 8214 (4498) = 11658 2457
14 843 14977 (2691) (54) 27075 9969
100 904 nar (30 719) ( 36) 143 566 39023
December 31, 2015
B-l:::e ) Amounts Amosats Dx:i:’::':;t:" tltleh!‘.l::c:f.t:ne Deferced Tax
Beglaniag of Added Released and Translation Year
the Year Adjustments
JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD ‘000
34 803 12430 (8200) - 39033 9 500
39463 4688 (5 065) - 39086 11692
6785 42 (3115) - 7942 1748
13091 6382 ( 3on) (4329) 14 843 4159
94142 277172 (16 681) (4329) 160 904 27699
2016 2018
JD 000 JD ‘000
27699 26416
19 694 8342
(8 359) (6095)
(ty ( 964)
39023 27699
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nd nelal Instityel

The deails of this item are as follows:

December 31, 2016 December 31, 2015
{nside the Kingdom OQutside the Kingdom Total Inside the Kingdom OQutside the Kingdom Total
JD *600 JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD ‘000
Current and demand 22534 73244 95778 22097 119942 142 039
Time deposuts 90 436 1617963 1708 399 7090 1804 388 1811478
Total 112970 1691 207 1804177 29 187 1924330 1953517
17, om:
The details of this item are as follows:
December 31, 2016
Corporates
Consumer Banking Small aad . G'::;:::';T.::d Total
medium Arge
JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD ‘000
Current and demand 3699 446 1024 652 1265 552 208 675 6198 325
Savings 1530742 1t 350 10130 7 1552293
Time and notice 3936344 415 727 2703 684 1309212 8 364 967
Certificates of deposit 134234 601 192 - 135 027
Total 9300 766 1452330 3979558 1517958 16 250 612

« Government of Jordan and Jordanian Public Sector deposits amounted to JD 447.4 million, or 2.8% of lotal customer deposits as of December 31, 2016 (D 4719.5
million, or 2.7% of total customer deposits as of December 3 1,2015).

« Non-i bearing depasits amounted to JD §525.2 million, or 34 *4 of total customer deposits as of December 3 1,2016 (JD 5498.9 million, or 31.4% of total
customer deposits as of December 31, 2015).

« Blocked deposits amounted to JD 57.4 million, or 0.35 ¢4 of total deposits as of D ber 31, 2016 (JD 44.2 mullion, or 0.25% of total customer deposits as
of December 31, 2015).

+ Dormant deposits amounted to JD 107.5 million, or 0.66% of total customer deposits as of December 31, 2016 (JD 111.6 million, or 0.64% of total customer deposits as
of December 3(, 2015).
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18 Cash Macgin

The details of this item are as follows:

December 31,
2016 2018
JD 000 JD '000
Against direct credit facilities at amortized cost 992482 973269
Against indirect credit facilities 668 734 604 329
Against margin trading 622 5848
Qther cash margins 1178 993
Total 1663 016 1584 439
12, Borrgwed Funds
The details of this item are as follows:
December 31,
2016 2015
JD *000 ID ‘000
From central banks* 21 584 8004
From banks and financial institutions 125 980 -
Total 147 564 8004
Analysis of borrowed funds according to interest nature is as follows:
December 31,
2016 2018
JD '000 JD ‘000
Floating interest rate 59175 4000
Fixed interest rate 88 389 4004
Total 147 564 8 004

* During 2013, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan
amounting to JOD 4 million, for the duration of 1 § years of which 5 years are grace period and with an interest
rate of (2.5%) for the year 2013 and o floating interest rate of (1.8%+LIBOR 6 months) for the years after 2013.
The agreement aims to support SMEs and Extra Small Companies. The loan is repaid semi-annually, with
instaliments in March and September of each year. The Balance of the loan as of December 31, 2016 amounted
to JOD 4 million (JOD 4 million as of December 31, 2015).

* During 2014, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan
amounting to JOD 2.8 million, for the duration of 10 years of which 3 years are grace period and with a fixed
interest rate of 2.5%. The agreement aims to support SMEs and Extra Small Companies. The loan is repaid
semt-annually, with installments in March and September of each year, The Balance of the loan as of December
31,2016 amounted to JOD 2.8 million (JOD 2.8 Million as of December 31,2015).

* During 2015 and 2016, Acab Bank (Jordan branches) granted loans against medium term advances from the
Central Bank of Jordan in the amount of D 2.8 million with fixed interest rate equal to the discount rate
disclosed on the grant day after deducting 2%, The advances are repaid in accordance with the customers
monthly instaliments which starts on January 2017 and ends on September 2026. The balance of these advances
amounted to JD 12.8 million as of December 31, 2016 (JD 1.2 million as of December 31, 2015),

* During 2016, Arab Bank (Jordan Branches) signed a loan agreement with the Central Bank of Jordan
amounting to JD 3.6 million, for a duration of 15 years of which § years are a grace period with a floating
interest rate of (1.85% + LIBOR 6 months). The agreement aims to support SMES and extra small companies.
The loan 15 repaid semi-annually, with instaliments in March and September of each year. The balance of the
loan as of December 31, 2016 amounted to JD 2 million.

** During 2016, Arab Bank (Jordan Branches) signed a loan agreement with National Bank of Abu Dhabs
amounting to USD 53.2 million, for the duration of 2 years and with a floating interest rate of (2% + LIBOR 3
months). The interest will be paid in four installments during the year and the principal will be paid at the end
of the loan term. As of December 31, 2016 the balance of the loan amounted to USD 53.2 million.

** During 2016, Arab Bank Bahrain branches borrowed amounts from banks and financial institutions with

fixed interest rate of (2.85%), the balance as of December 31 » 2016 amounted to JOD 72.8 million and the first
contract matures in January 19, 2017 and the last one matures in March 9,2017.
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ion for [ncome T
The details of this item are as follows:

Balance at the beginning of the year
Iacome tax expense
Income tax paid

Balance at the End of the Year

- Income tax expense charged to the statement of income consists of the following:

Income tax expense for the year

Deferred tax assets for the year

Amortization of deferred tax assets

Deferred tax liabilities for the year

Amortization of deferred tax liabilities
Total

2016 2015
JD 000 JD ‘000
142457 143 376
120915 1331
( 148 124) ( 134 696)
115 248 142487
2016 2018
4D 000 JD 000
120915 133777
(18934) (8342)
8359 6095
- 875
( 920) ( 308)
109 420 132097

The banking sector income tax rate in Jordun is 35%, while the income tax rate in the countries where the bank has branches ranging between

2¢r0 to 37% as of 31 Decemnber 2016 and 2015.

The branches of Arab Bank plc have reached recent tax settiement ranging between 2015 for Arab Bank United Arab Emirates and 2010 for

Arab Bank Egypt.

r Provigi

The details of this item are as follows:

2016
Adjustments
During the
Baiance at the Additions Utilized or Year and Balance at the
Beginning of during the Transferred Traaslation Ead of the
the Year Year durlng the Year Adjustments Year
JD '000 JD '000 JD 000 JD ‘000 JD ‘600
End-of-service indemnity 77479 10 896 (10325) (1580) 75941
Legal cases 4972 7842 (86) (13) 12418
Other 2960 53407 301 56 656
Total 88 411 72 145 (10 411) (1292) 145018
2015
Adjustments
During the
Balance at the Additions Utilized or Year and Balance at the
Beginning of during the Transferred Translation End of the
the Year Year during the Year Adjustments Year
JD ‘000 JD '000 JD 000 JD ‘000 JD ‘000

End-of-service indemnity 76 871 8364 (8206) 627 77479
Legal cases 3157 2282 45) ® 4972
Other 2980 12 (3 2960
Total 83 008 10 658 (8251) 616 85 411
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12 Other Lisbilities

The details of this item are as follows:

December 31,
2016 2018
4D ‘000 JD ‘000
Accrued interes! payable 66 572 77 380
Notes payable 109 657 105 334
Interest and comimssion received in advance 41333 69 390
Accrued expenses 19671 22293
Other miscellaneous liabilities * 371974 726 592
Total 609 207 1000 989
* This item represents at most legal expected costs (Note 56).
23, Deferred Tax Liabilities
The details of this item are as follows:
Items attributable to deferred tax linbilities are as (ollows:
2016
BB{;;\:::‘.I‘ Aows  Amows  Trmbsion 3.&'}?? Deterred Tax
JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD ‘000
Invesiment revaluation reserve 17433 - (12995) - 4438 -
Other 5854 . (2699) - 3155 793
Total 21287 - (15694) . 7593 793
2015
B AT Aoy Tawien DN
the Year the Year
JD ‘000 dD ‘000 4D ‘000 JD ‘000 J0D 000 JD '000
Investment revaluation reserve 20498 - (306s) - 17433 6102
Other 4582 2500 (1228) . 5854 1714
Total 25080 2500 (4293) - 23287 7816
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= The details of movement on deferred tax liabilities are as follows:

2016 2015
JD '000 JD '000
Balance at the beginning of the year 7816 8320
Additions during the year - 875
Amortized during the year (7023) (1379
Balance at the End of the Year 793 7816

24._Share Capital and Premium

A. Share Capital amounted to JD 640.8 million distributed on 640.8 million shares at a nominal value of 1 JD
each as at December 31, 2016. ( Arab Bank General Assembly in its extraordinary meeting held on March 26,
2015 approved to increase the Bank's capital by JD 71.2 million, to become JD 640.8 million distributed to
640.8 million shares at a nominal value of 1 JD each. The Bank has completed the legal procedures with the
Ministry of industry and Trade on April 5, 2015, and Jordan Securities Commission on April 21, 2015)

B. Share premium amounted to JD 859.6 million as at December 3 1,2016 and 2015.

25. Statutory Reserve

The statutory reserve amounted to JD 531.4 million as at December 31, 2016 (JD 499.2 million as at
December 31, 2015) according to the regulations of the central bank of Jordan and companies law and it can’t
be distributed to the shareholders of the bank.

26. Voluntary Reserve

The voluntary reserve amounted to JD 614.9 million as at December 3 1,2016 and 2015. This reserve is used
for the purposes determined by the Board of Directors, and the General Assembly has the right to distribute it
in whole or part thereof to shareholders as dividends.

27._General Reserve

The general reserve amounted to JD 583.7 million as of December 31,2016 and 2015. This reserve is used for
purposes determined by the Board of Directors, and the General Assembly has the right to distribute it in
whole or part thereof to shareholders as dividends.

28. General Banking Risk Reserve

The general banking risk reserve amounted to JD 200.5 million as at December 3 1,2016 and 2015, and it is
available for use in accordance with certain procedures, including the approval of the Central Bank of Jordan,
only when the amount of that reserve exceeds the minimum amount set or required according to the
instructions of the relevant banking authorities.
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9. i T serve
The details of this item are as follows:

Balance at the beginning of the year
Additions (disposals) during the year transferred to other comprehensive income
Balance at the End of the Year

L1 t v
The details of this item are as follows:

Balance at the beginning of the year

Change in fair value during the year

Net realized (gains) losses transferred to retained earnings
Balance at the End of the Year *

* Investments revaluation reserve is stated net of deferred tax liabilities in the amount of JD zero as of December 31,2016

(ID 6.1 million as of December 31, 2015).

1. Retained Earnings

The movement of this item is as follows:

Balance at the beginning of the year
Profit for the year
[nvestments revaluation reserve transferred to retained camings
Dividends paid **
Transferred to statutory reserve
Adjustinent during the year
[ncrease in capital (Stock Dividends)
Baiance at the End of the Year *

December 31,
2016 2018
JD '000 JD'000
(221 526) (103 472)
( 59 966) (118 054)
( 281 492) ( 221 526)
December 31,
2016 2018
JD '000 JD '000
(183 741) ( 178 066)
(8557 (5653)
229 (22)
( 192 069) (183 741)
2016 2018
JID ‘000 JD '000
524 708 540 544
212414 154019
(229) 22
( 160 200) ( 68 352)
(32183) (28612)
(1077 (1713)
- (71200)
543 433 524 708

¢ Arab Bank plc Board of Directors recommended a 30% of par value of the shares as cash dividend, equivalent to JO 192.2
million, for the year 2016, This proposal is subject to the approval of the General Assembly of shareholders (The General assembly of
Arab Bank Plc in its extraordinary meeting held on March 31, 2016 approved the recommendation of the Bank's Board of Diectors

to distribute 25% of par value as cash dividends for the year 2015 equivalent to JOD 160.2 million).

* Retained earnings include restricted deferred tax assets in the amount of JD 39 million,
assets at fair value through profit or loss in the amount of JD 0.8 million. Restricted retain

otherwise utilized except under certain circumstances as a result of adopting certain tnte
to JD 1.9 million as of December 31, 2016.

as well as unrealized gain from financial
ed eamings that cannot be distributed or
rmational Accounting Standards amounted

* The retained eamings include unrealized loss of JD (40.7) million as a result of the adoption of [FRS (9) as of December 31, 2016,

* The use of an amount of JD (192.1) million as of December 3 I, 2016, which represents the negative investiment revaluation

reserve balance is restricted according to the Jordan Securities Commission instructions.
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32, Interest Income

The details of this item are as follows:

2016 2018
JD '000 JD 000
Direct credit facilities at amortized cost * 691 358 611 058
Central Banks 48 086 51257
Banks and financial institutions deposits 15961 9230
Financial assets at fair value through profit or loss 5004 16 751
Other financial assets at amortized cost 303476 334079
Total 1 063 885 1022375
* The details of interest income eamed on direct credit facilities at amortized cost are as follows:
2016
Corporate:
porates Banks and Goverament
Consumer Small and Financial and Public
Bankinpg Medium Large Institutions Sector Total
JD 000 JD '000 ID '000 JD '000 JD ‘000 JD ‘000
Discounted bills 3012 6010 12758 1954 - 23 734
Overdrafts 2578 39 591 145 469 5 11 321 198 964
Loans and advances 93 590 28 947 243 535 2402 33609 402 083
Real estate loans 55209 300 - - - 55 509
Credit cards 11068 - . - - 11 068
Total 165 457 74 848 401 762 4361 44930 691 358
2015
Corporates
Banks and Governmeant
Consumer Small and Financial aad Public
Banking Medium Large Institutions Sector Total
JD 000 JD '000 JD 000 JD '000 JD ‘000 JD '000
Discounted bills 3200 8656 9784 1596 - 23236
Overdrafts 2783 32274 123 543 42 11069 169 711
Loans and advances 91 363 28 285 216 048 2203 2] 843 359 742
Real estate loans 46 650 23 - - - 46 673
Credit cards 11696 - - - - 11696
Total 158 692 69 238 349375 384 32912 611 058
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33. Interest Expense

The details of this item are as follows:

2016 2015
JD '000 JD ‘000
Customer deposits * 375065 358 817
Banks' and financial institutions' deposits 19 547 11717
Cash margins 24 328 24 605
Borrowed funds 2604 131
Deposit insurance fees 17 676 17 326
Total 439 220 412 596
*  The details of interest expense paid on customer deposits are as follows:
2016
Corporates
Government
Consumer Small and and Public
Banking Medium Large Sector Total
JD ‘000 JD ‘000 JD '000 JD '000 JD ‘000
Current and demand 13 082 1348 6347 1468 22245
Savings 10 502 214 3 - 10719
Time and notice 147 230 12 447 103 551 56 226 319454
Certificates of deposit 22 609 31 7 - 22 647
Total 193 423 14 040 109 908 57 694 375065
2015
Corporates
Government
Consumer Small and and Public
Banking Medium Large Sector Total
JD '000 JD '000 JD ‘000 JD '000 JD ‘000
Current and demand 7975 1672 7915 2170 19732
Savings 11 846 221 4 - 12071
Time and notice 155 074 14 920 78 571 49 656 298 221
Certificates of deposit 28 591 124 78 - 28793
Total 203 486 16 937 86 568 51 826 358 817
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4._Net Commission Income
The details of this item are as follows:

2016 2015
JD ‘000 JD 000
Commission income:
Direct credit facilities at amortized cost 58277 58775
Indirect credit facilities 73944 79113
Other 52001 45705
Less: Commission expense (16 911) (14715)
Net Commission Income 167 311 168 878
aing fr inancial Assets a¢ Fair Val rough Profit or L.
The details of this item are as follows:
2016
Realized Unrealized
Gains Gains (Losses) Dividends Total
JD '000 JD ‘000 JD ‘000 JD ‘000
Treasury bills and bonds n 1075 - 1448
Corporate shares - ( 299) 5 ( 224)
Total 373 776 75 1224
2015
Realized Unrealized
Gains Gains Dividends Total
JD '000 JD '000 JD '000 JD '000
Treasury bills and bonds 2513 8 703 - 11216
Corporate shares - ( 157) 112 ( 45)
Total 2513 8 546 112 11171
36. Dividends from Subsidiaries and Asgociates
The details of this item are as follows:
2016 2015
JD ‘000 JD 000
Arab Tunisian Bank 4734 5270
Arab Sudanese Bank Limited 23813 2212
Al-Nisr Al Arabi Insurance Company plc 1100 850
Al-Arabi Investment Group Company L.L.C 350 1 900
Islamic Intemational Arab Bank plc 7090 7 090
Arab National Leasing Company L.L.C 5000 5000
Total Dividends from Subsidiaries 21087 22312
Arab National Bank 55199 58 191
Oman Arab Bank 10 467 12 561
Commercial Building Company S.A.L 194 194
Total Dividends from Associates 65 860 70 946
Total Dividends from Subsidiaries and Associates 86 947 93 268
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31._Other Revenue

The details of this item are as follows:

Revenue from customer services
Safe box rent
Gains from derivatives
Miscellaneous revenue

Total

38. Employees' Expenses

The details of this item are as follows:

Salaries and benefits
Social security
Savings fund
Indemnity compensation
Medical
Training
Allowances
Other
Total

39. Other Expenses

The details of this item are as follows:

Occupancy
Office
Services
Fees
Information technology
Other administrative expenses
Legal expenses *
Total
* (Note 56).

- 45 .

2016 2015
JD '000 JD '000
10 534 10 564
903 1 094
(1235) 22
12 084 13 096
22 286 24 776
2016 2015
JD '000 JD ‘000
148 985 150 481
11259 10 787
1346 1391
2859 2472
6815 6368
1286 1395
32267 31545
4 847 5404
209 664 209 843
2016 2015
JD '000 JD '000
36 619 36 947
36 188 34 530
30 686 44 000
6 695 6 700
19419 18 957
68 949 23 587
- 247518
198 556 412 239




40._Financial Derivatives
The details of this item are as follows.

Interest rate swaps
Foreign currency forward contracts
Total

- The details of financial derivatives are as follows:

[nterest rate swaps

Foreign currency forward contracts

Derivatives held for trading

Interest rate swaps

Foreign currency forward contracts

Derivatives held for fair value hedge

[nterest rate swaps

Foreign currency forward contracts

Derivatives held for cash flow hedge
Total

Interest rate swaps

Foreign currency forward contracts

Derivatives held for trading

Interest rate swaps

Foreign currency forward contracts

Derivatives held for fair value hedge

Interest rate swaps

Foreign currency forward contracts

Derivatives held for cash flow hedge
Totsl

December 31,
2016 2015
3D ‘000 JD ‘000
901 959 1232667
3023092 2588439
3 928 051 3 821 106
December 31, 2016
Notional Amounts by Maturity
Total From 3
Positive Negative Feir Notional Within ) Monthsto1l From1Year More than3
Fair Value Value Amouant Months Years to 3 Years Years
JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD ‘000 JD '000 JD ‘000
- s 74 541 - - 32016 42 525
4082 10 065 3023 092 1328813 1637512 56 767 -
4082 10 800 3097633 1328813 1637512 38 783 42 525
5810 6 865 756 516 77994 243943 167 429 267150
5810 6 865 756 816 77994 243 943 167 429 267 150
- 194 70 902 35451 35451 - -
- 194 70 902 35 451 35 451 - -
9 892 17482 3 925 051 1442 258 1 916 906 256 212 309 675
December 31, 2015
Notional Amounts by Maturity
Total From 3
Positive Negative Fair Notional Within 3 Monthstol  From 1 Year More than 3
Fair Value Value Amount Moanths Years toJ Years Years
JD '000 JD '000 JD '000 JD ‘600 JD ‘000 JD ‘000 JD ‘000
13055 13 348 487689 42 523 216 903 228 263 -
1129 1117 2220 449 1872643 347 806 - -
14 184 14 465 2708 138 1915 166 564 709 228 263 -
4421 5225 744978 35436 299 194 326 116 84232
4421 5225 744978 35436 299 194 326 116 34132
- - 367990 358 520 9470 - -
- - 367 990 358 520 9470 - -
18 605 19 690 3 821 106 2 309 122 873 373 §54 379 84 232

The notronal amount represents the value of the transactions at year-end and does not refer to market risk or credit risk.

vea!

ditures Acc

i the Ge

raphical Digtrjbutio

The Bank undertakes its banking activities through its branches in Jordan and abroad. The following are the details of the distribution of assets,

revenues and capital expenses inside and outside Socdan:

Inside Jordan Outside Jordan Total
2016 2018 2016 2015 2016 2018
JD '000 JD '000 JD ‘000 JD '000 JD 000 JD 000
Revenue 262 822 280 568 673 465 665 874 936 287 946 442
Assets 7471013 7376034 16 783 233 18 483 128 24 254 246 25859 162
Capital expenditures 14 742 12819 48 656 26 661 €3 398 39480

- 46 -



42

- BUSINESS SEGMENT

The Bank has an integrated Bank of products and services dedicated to serve the
Bank’s customers and constantly developed in response to the ongoing changes in
the banking business environment and the related state-of the art tools.

The following is a summary of these Banks’ activities stating their business
nature and future plans:

Corporate and Investment Banking

This Bank provides banking services and finances the following: corporate

sector, private projects, foreign trading, small and medium sized projects, and
banks and financial institutions.

Treasury Bank

This Bank is considered a source of financing for the Bank, in general, and for
the strategic business units, in particular. It steers the financing of the Bank, and
manages both the Bank’s cash liquidity and market risks.

Moreover, this Bank is responsible for the management of the Bank’s assets and
liabilities within the frame set by the Assets and Liabilities Committee.

This Bank is considered the main source in determining the internal transfer
prices within the Bank’s departments, in addition to being a central unit for the
financial organization and main dealing in the following:

Foreign exchange.

Foreign exchange derivatives.
Money market instrumeants.
Certificates of deposit.
Interest rate swaps.

Other various derivatives.

Consumer Banking

The Bank provides banking services to individuals and high-networth elite
customers, and endeavors to meet their financial services needs using the best
methods, though effective distribution channels, and a variety of product
services. Moreover, this Bank is in direct and close contact with the customers in
order to provide them with timely and continuous services through different
electronic channels, such as direct phone calls the internet, and text messaging
via cellular phones.
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43. BANKING RISK MANAGEMENT

Arab Bank addresses the challenges of banking risks comprehensively through an
Enterprise-Wide Risk Management Framework. This framework is built in line with leading
practices, and is supported by a risk governance structure consisting of risk-related Board
Committees, Executive Management Comumittees, and three independent levels of control .

As part of the risk governance structure of the Bank, and as the second level of control, Risk

Management is responsible for ensuring that the Bank has a robust system for the
identification and management of risk. Its mandate s to :

¢ Establish risk management frameworks, policies and procedures for all types of risks
and monitor their implementation

Develop appropriate risk measurement tools and models

Assess risk positions against established limits

Monitor and report to Senior Management and the Board on a timely basis
Advise and promote risk awareness based on leading practices

a. Credit Risk Management

Arab Bank maintains a low risk strategy towards the activities it takes on. This combined
with its dynamic and proactive approach in managing credit risk are key elements in
achieving its strategic objective of maintaining and further enhancing its asset quality and
credit portfolio risk profile. The conservative, prudent and well-established credit standards,
policies and procedures, risk methodologies and frameworks, solid structure and
infrastructure, risk monitoring and control enable the Bank to deal with the emerging risks
and challenges with a high level of confidence and determination. Portfolio management
decisions are based on the Bank's business strategy and risk appetite as reflected in the
tolerance limits. Diversification is the cornerstone for mitigating portfolio risks which is
achieved through industry, geographical and customer tolerance limits.

b. Geographic Concentration Risk

The Bank reduces the geographic concentration risk through distributing its operations over
various sectors and various geographic locations inside and outside the Kingdom.

Note (44-e) shows the details of the geographical distribution of assets.
¢. Liquidity Risk

Liquidity is defined by the Bank for International Settlements as the ability of a bank to fund
increases in assets and meet obligations as they come due, without incurring unacceptable
losses. Arab Bank has built a robust infrastructure of policies, processes and people, in order
to ensure that all obligations are met in a timely manner, under all circumstances and without
undue cost. The Bank uses a variety of tools to measure liquidity risk in the balance sheet.
These metrics help the Bank to plan and manage its funding and help to identify any
mismatches in assets and liabilities which may expose the Bank to roll risk.

Note (47) and (50) shows the maturities of the assets and liabilities of the Bank.
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d. Market Risk

Market risk is defined as the potential loss from changes in the value of the Bank’s portfolios
due to movements in interest rates, foreign exchange rates, and equity or commodity prices.
The three main activities that expose the bank to market risk are: Money Markets, Foreign
Exchange and Capital Markets, across the Trading and Banking books.

Note (45) shows the details of market risk sensitivity analysis.

1) Interest Rate Risk:
Interest rate risk in the Bank is limited, well managed, and continuously supervised.
A large proportion of the interest rate exposure is concentrated in the short end of the
yield curve, with durations of up to one year. Exposures of more than one year are
particularly limited. Interest rate risk is managed in accordance with the policies and
limits established by the High ALCO.

Note (46) shows the details of the interest rate risk sensitivity of the Bank.

2) Capital Market Exposures:
Investments in capital markets instruments are subject to market risk stemming from
changes in their prices. Arab Bank exposure to this kind of risk is limited due to its
strong control over credit and interest rate risk. The equities investment portfolio
represents a very small percent of the Bank’s overall investments.

3) Foreign Exchange Risk

Foreign exchange activity arises principally from customers' transactions. Strict
foreign exchange risk limits are set to define exposure and sensitivity tolerance for
trading in foreign exchange. The Bank hedges itself appropriately against potential
currency fluctuations in order to minimize foreign exchange exposure.

Note (48) shows the net positions of foreign currencies.

e. Operational Risk

Operational risk is defined as the loss incurred by the Bank due to disorder in work policies or
procedures, personnel, automated systems, technological infrastructure, in addition to external
accidents. Such risk is managed through a comprehensive framework, as part of the overall
strengthening and continuous improvement of the controls within the Bank.
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44 - Credit Risk

A. Gross exposure to credit risk (net of impairment provisions and interest in suspense and prior to collaterals

and other risk mitigations):

Credit risk exposures relating to items on statement of financial position:
Balances with central banks
Balances with banks and financial institutions
Deposits with banks and financial institutions
Financial assets at fair value through profit or loss
Direct credit facilities at amortized cost
éonsumcr banking
Small and medium corporate
Large corporate
Banks and financial institutions
Govemnment and public sector
Other financial assets at amortized cost
Other assets and financial derivatives - positive fair value

Total credit exposure related to items on statement of financial position:
Credit risk exposures relating to items off the statement of financial position

Letters of credit
Acceptances

Letters of guarantee
Unutilized credit facilities

Total

Grand Total

The table above shows the maximum limit of the bank credit risk as of December 31, 2016 and 2015 excluding collaterals or risks

miligations.
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December 31,
2016 2015
JD '000 JD 000

3161 301 4 429 068
3432 626 2625 024
50 450 170 397
101 332 243 107
11 186 472 11 264 977
2071178 1985231
937 359 824 823
7 286 662 7 483 446
161 285 206 309
729 988 765 168
4 397 851 5159 153
177 317 208 244
22507 349 24099970
1 262 635 1 321 352
423 566 450 620
7 481 564 7 905 649
3 090 994 3115623
12 258 759 12 793 244
34 766 108 36 893 214




B. Classification of assets credit exposure based on risk degree.

Low risk
Acceptable risk
Due:

- Up to 30 days

- 31- 60 days
Watch list
Non-performing:
- Substandard

- Doubtful

- Problematic

Total

Less: Interest and commission in suspense

Less: Provision for impairment

Net

Low risk
Acceptable risk
Due:

- Up to 30 days
- 31- 60 days
Watch list
Non-performing:
- Substandard

- Doubtful

- Problematic

Total

Less: Interest and commiission in suspense

Less: Provision for impairment

Net

The credit risk exposures includes direct credit facilities at amortized cost,

December 31, 2016
Consumer Corporates Banksand  Government
T
um

JD ‘000 JD ‘000 JD '000 JD ‘000 JD ‘000 JD 000
190 532 143 249 518 525 2264 887 7775165 10 892 358
1882374 776 063 6883874 1775970 197 098 11515379
33 608 16 104 106 605 - 1498 157 815
28 908 6499 42 043 - 749 78 196
4703 9 605 64 562 - 749 79619
11 168 23256 134 994 - - 169 418
128 741 125733 656 560 21738 19 932791
13 368 2479 854 - - 16 701
8 504 5671 341182 21738 - 377095
106 869 117 583 314 524 - 19 538995
2212815 1 068 301 8193 953 4062595 79721282 23 509 946
48 060 58 024 176 351 3870 - 286 305
83 762 53407 578 165 - 958 716292
2080 993 956870 7439437 4058 725 7971 324 22 507 349

December 31, 2015
Corporates Banks and Government
Consumer Small and Financial and Public
Banking Medium Large Institutions Sector Total

JD ‘000 Jb ‘000 JD 000 JD ‘000 JD ‘000 JD ‘000
188 348 151 537 564 327 1 652 092 9 950 670 12506 974
1813043 645 652 6943915 1829 296 178 802 11 410 708
84n2 27485 85624 - 217 121 798
6902 19022 59 865 - 217 86 006
1570 8463 25759 - - 357192
14220 20 901 172127 - - 207 248
109 549 121 056 621524 U 155 874 001
12544 9950 12 515 - - 35009
5909 4826 326 869 21043 - 358 647
91 096 106 280 282 140 674 155 480 345
2125 160 939 146 8301893 3503 105 10129 627 24 998 931
42 044 56 810 158 823 3189 - 260 866
895717 49 155 497 422 674 1267 638 095
1993 539 833 181 7645 648 3499242 10 128 360 24 099 970

treasury bills and any other assets exposed to credit risk.
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C. Fair value of collaterals obtained against credit facilities at amortized cost:

Collaterals Against
Performing facilities / low risk
Performing facilities / acceptable risk

Watch list

Non-performing:

- Substandard

- Doubtful

- Problematic

Total

Of which ;
Cash margin
Banks accepted letters of guarantees
Real estate properties
Listed securities
Vehicles and equipment
Other
Total

Collaterals Against
Performing / low risk
Performing / acceptable risk
Watch list
Non-performing:
- Substandard
- Doubtful
- Problematic

Total

Of which :
Cash margin
Banks accepted letters of guarantees
Real estate properties
Listed securities
Vehicles and equipment
Other
Total

December 31, 2016
Corporates Banks and Government
Consumer Small and Financial and Public
Banking Medium Large Institutions Sector Total
JD ‘000 JD 000 JD '000 D '000 JD '000 JD '000
177187 128 291 482014 - 147 100 934 592
675 400 434 644 2813247 - 512 3923 803
7671 9265 76 125 - - 93 061
14377 25 705 32729 - - 72811
4527 974 137 - - 5638
2462 4160 5464 - - 12086
7388 20571 27128 - - 55087
874 635 597 905 3404 115 - 147 612 5024 267
177 896 133352 413 391 - 611 725 250
939 39667 134 676 - - 175 282
63 854 254 963 1200 270 67 982 1 587 069
Joo 1118 289000 - - 290 418
2908 13 832 264 760 - - 281 500
628 738 154973 1102018 - 79019 1964 748
874 635 597 905 3404115 - 147 612 5024267
December 31, 2015
Corporates Banks and Government
Consumer Small and Financial and Public
_Banking __ Medium Large Institutions Sector Totat
JD ‘000 JD ‘000 JD '000 JD '000 JD ‘000 JD 000
142 895 129 065 530 361 - 123 814 926 135
626 57t 281 584 2374 865 - - 3283020
10 057 8707 100914 - - 119678
15077 30032 53 185 - - 98 294
5221 7197 2409 - - 14 827
1 726 2437 2663 . - 6826
8130 20398 48 113 - - 76 641
794 600 449 388 3059 325 - 123 814 4427127
145 163 116 359 394 556 . 2128 658 206
973 21 500 158 085 - 180 558
64 265 215 547 1 051 763 - 65 843 1397418
745 1077 274 065 - - 275887
2985 7186 218 7136 - . 228 907
580 469 87719 962 120 - 55843 1686 151
794 600 449 388 3 059 328 - 123 814 4427127

.84 .



D. Classification of debt securities based on risk degree:

The table below analyzes the credit exposure of the debt securities usin

agencies.

Credit Rating

Private sector:

AAA o A-

BBB+ to B-

Below B-

Unrated

Govemnment and public sector

Total

Credit Rating

Private sector:

AAA to A-

BBB+ to B-

Below B-

Unrated

Government and public sector

Total

g the credit rating as per the global credit rating

December 31, 2016
Other
Financial Financial
Assets at Fair Assets at
Value through Amortized
Profit or Loss Cost Total
JD 000 JD '000 JD ‘000
- 266 892 266 892
- 167 728 167 728
21010 58371 79 381
80 322 3904 860 3985182
101 332 4 397 851 4499 183
December 31, 2015
Other
Financial Financial
Assets at Fair Assets at
Value through Amortized
Profit or Loss Cost Total
JD ‘000 JD 000 JD '000
. 388979 388979
124 235 124 235
21010 58 819 79 829
222 097 4587120 4809217
243 107 5159153 5402 260

. 585 -
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46, {gterest Rate Risk

A. Exposure to Interest rute volatilicy as of December 31, 2016 (ctassification s based on fotecest rute repricing or maturity date,

Assets
Cash at vaults
Mandatory cash reserve
Balances with central banks
Balances and deposits with banks and financial instituuons
Financial assets at fait value through profit oc loss
Dutect credit facilities at amonized cost
Financial assets at fuir valve through other comprehensive incomne

Other financial assets st amoniized cost

in and
Fixed assets
Gther assets and financial derivatives - positive fair vatue

Deferred tax assets

Total assets

Lisbillties
Banks' and financial institutions’ deposits
Customer deposits
Cash margin
Bomowed funds
Provision for income tax
Other Provisions
Other iabilities and financial denvatives - negatwve fair value
Deferred tax liabilities

Total Rabitities

Gop

whichever s pearer).

More than
({Month  Morethead Morethan 6  More thao | Not Tled to
Upto il andti3  Monthsaud Monthsaad  Yearaad tll  More thaa Interest Rate
Mounth Months il 6 Months till | Year 3 Yeurs 3Years Risk Total
4D ‘000 4D ‘000 JD ‘000 4D ‘600 1D ‘000 JD ‘000 JD '000 JD ‘000
. . . - - - 235184 255 134
- . - B - 837167 137 167
2020743 - - - - 303391 2324134
2836 552 596 074 35430 - 15 000 - - 3483076
2350 3980 76 760 L1 960 51302 980 1199 102 53t
3579881 2263206 1028 723 894 830 752089 2667773 . 1186472
. . B - - 222463 222463
574 485 609 701 652819 747754 1205043 608 049 - 4397851
. . . - . 925837 925037
. . B B - 21973 121973
9 462 13838 22 347 . 5163 B 207 725 288 535
. . . . - - 3902 3902
9023443 3486799 1816099 1654 544 1982597 3176802 3013962 24 254 246
1030 936 392 330 83 780 168 303 30204 2846 95718 1804177
5693234 241796} t 049 342 1211085 284 958 68838 5525192 16 250 612
113049 121 803 189 339 81230 7 4554 128 210 1663016
t143 139 563 2800 2540 1 516 - - 147 564
. R . . B 115248 115 248
. . . - 145015 45018
25 966 ¥ 48a (267 | 8% - - 578 154 627066
- . . . - 793 1793
7881712 3080 141 1337938 1464 947 324 068 76228 6588 390 20 153491
1416 406 658 478 161 189 597 1658532 3200564 Q51 a8 3 500 758

.« 5% -



Exposure to laterest rate volatility as of December 31,2015 (classification Is based on interest rate repeiciog or maturity date,

whichever s nearer).

More than
IMonth  Moarethan3  More than 6  More than 1 Not Tled to
Uptal andell3  Monthsand Months sad  Year ead citl More than  Interese Rate
Moath Moaths U6 Montbs _ cilL | Yesr 3 Years 3 Yeors Risk Total
JD ‘000 JD ‘000 40 ‘000 JD ‘000 JD ‘000 Jb 000 JD ‘000 D ‘000
Assets
Cash at vaulis . B - . - 280872 180872
Mandatory cash reserve . . . . - 1160524 1160824
Balances with central banks 2971168 - - - - 296 176 3268544
Balances and deposts with banks and financial institutions 1854031 821 427 96 137 23226 B - - 2795421
Financial assets at faic valae through profil or loss M7 47264 56334 t01 465 8455 2412 t 499 244 606
Direct credit facilities at amortized cost 4204915 1640952 1157698 1 069 049 884298 2308 065 - 11264977
Financial assets at fair value through other comprehensive income - - . - - - 219739 2019789
Other financis! assets at amortized cost 680 3¢ 917823 536 626 1 107 035 1359 750 497 608 - 515915
. i idiaries and : . . . - - - 958 809 950 809
Fixed assets - . - - - - 190 901 190 90t
Other assets and financial derivatives - positive fair value 7346 10 049 18343 18 6486 n 245604 287067
Deferved tax assets - - - - - 21699 27699
Total assets 9725548 3497518 1865738 2300793 2250989 2828106 3302473 25859 162
Liabllties
Banks' and financial institutions' deposits 996 006 641 231 110 501 42736 21004 . 142039 1953817
Customer deposits 6818513 1087230 1158 3% 1389 393 375816 116077 5498 870 17538699
Cash margin 133640 17513 172966 33176 14 265 5959 169 300 1584439
Borrowed funds - 4000 - . 4004 2004
Provision for income tax - - - - 142457 142 457
Other Pravisions . . . - 85411 854l
Other liabilities and ial derivatives - negative faic value 17884 Y se il 789 2106 - 59 980977 1820679
Deferred tax liabilities . . - - . . 7816 7816
Total Unbitities 8566089 2911352 1 587658 147411 411088 126 559 7026 870 223401011
CGap 1159459 586 163 308 083 553382 1347904 27075847 (3644 397) 3518141
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42, Liouidity Risk

The belaw is the distribution of the Habilitles

di.

ing to the ity as of D 31, 2016:
After | Aflter 3 After 6 After One Not Tied to o
Withia 1 Monthend  Monthsand  Monthsand  Year and ull After 3 Specific
Months _ _till 3 Meaths_ ¢ilt6 Months tlll One Year 3 Years Yeurs Maturity Total
JD '000 JD ‘000 JO ‘000 D '000 JD ‘000 JD ‘000 JD ‘000 JD ‘000
Liabititles
Banks' and financial instautions’ depasas 662 904 755 295 89930 168 S61 Y707 2846 95718 1806 021
Customer deposnts 4916 027 2408 353 1062 041 1349421 338910 118957 61983285 16392034
Cash margin 902918 189900 238 655 180 826 11665 216 1179 1665419
Borrowed funds s 78898 2838 55064 10942 - 147884
Provision for income tax N . . . - (15248 115 248
Other provisions - - - - . 145015 145018
Fuancial derivatives - negative far value 1314 3 B - - B 16 547 17864
Other Lbilities 24652 g4m 12677 1789 234043 - 321569 609 207
Deferred tax linbilities - - - - - 93 93
Tatal Liabilities 6 507930 3440926 1406 138 1700 597 670 389 133021 TO40484 20899458
Total assets g to expected 56700718 2759 964 1381 499 [ AT ALl TE84TML 4601 242 $255021 24284 246
The below fs the distributlon of the lUabilities (undi ding to the residusl rity as of Decerber 31, 2015;
After 1 Alter 3 Aler § Alter One Not Tied to a
Within | Monthand  Moathsend Monthsand  Yearsadtll  Afterd Specific
Months  till 3 Months  ¢i 6 Months _till One Year 3VYan Yean Maturity Tatal
JD 400 JD ‘000 JD 000 JD ‘000 JD ‘000 JD 000 JD ‘000 JD '080
Llabilltles
Baaks' and financial iastitutions' deposits 997 947 641 26t 110614 42194 21 008 142039 1955 663
Customer depasits 5631 098 2103 166 1 361 577 1487704 465 587 182 781 6527661 17759571
Cash margn 675016 136071 222233 ST 140 29046 220 169 300 1509 086
Borrowed funds B - $128 . 8128
Provision for income 18x . . 142 457 12457
Orher provisions - - 85441 sS4
Financul derivatives - negaine fawr vatue 726 18 268 1] N 519 18 265 934
Other habduies 16988 7680 fL521 9980 684 351 . 270 169 1 000 989
Deferred tax liabitiies . - 7¢16 1816
Total Liabiticles 1320802 28881256 £ 706 203 1897636 1200 292 191 648 7363118 22568 998
Tatal assets eccerding 10 expected maturities 6582170 3768 437 1 645 639 1975 366 2588031 448420 48452719 25889 162
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St~ Apatvals for Asasts and Ligbilities Maturiiics

The belaw is an analysis for assets and lisbilities it ling 10 the d period to be d or settled a3 at D ber 31, 2016
UP to Qae Year More than One Tatal
TJDr000 3D ‘000 D000
Assets
Cash st vaulls 255 184 - 255 184
Mandatory cash reserve 837167 . 837167
Balances with central banks 232414 . 2324134
Balances and deposits with banks and financial institutions 3468076 15 000 3483076
Financial assets at faic value through peofit or loss 75239 2729 102 531
Direct credit facilities ot amartized cost $7s 798 5470674 11 186472
Financial essets ot fuir value through other camprehensive income . 222 463 222463
Other financial assets at amortized cost 2460027 1937824 41397851
L in subsidiaries and t B 925 837 925837
Fixed assets - 2191 219M
Other assets and financial derivatives - positive fair value 2833712 5163 258535
Deferred tax astets 900 - 39023
Total Assets 15428020 8826226 24284246
Llabititles
Banks' and financia! institutions' deposits 1mi 32850 1804177
Customer deposits 15896 132 354 480 16250612
Cash margin 1651078 11941 1663016
Borrowed funds 81720 65044 147 564
Provision for income tax 115248 - 15248
Othet provisions 145018 . 145015
Other liabilities and financisl deri - negative fair value 393023 234 043 627066
Deflerred tax linbilities 79 . 193
Total Liabitities 20084 333 €99 158 20753 491
Net (4 626 313) 8127 068 3 500 758
The below is an snalysis foc assets and liabifities maturities ding to the d period to be o¢ pettled as at D ber 31, 2018
UP to One Year More than One Year Total
JD '000 JD ‘000 JD ‘000
Assets
Cash at vaults 280872 - 20872
Mandatory cash reserve 1 160 524 - 1160 524
Balances with central banks 3268 344 - 3268 544
Balances and deposits with banks and financia! institutions 2795421 - 2795 421
Financial assets o fair vatue through profit or loss 184321 6028 244 606
Direct credit facilities at amortized cost 6278737 4986 240 11264977
Financial assets at fair value through other compeehensive income - 219789 219789
QOther financial assets at amortized cost 3 169913 1989240 515915
[nvestment in subsidiaries and associates - 958 909 958 809
Fixed assets . 190 90t 190 904
Other assets and financial derivatives - positive fair value 281361 6 506 287 867
Deferred tax assets 27699 - 2769
Tatal Assets 1747392 s4 10 25859 162
Liabiticies
Banks' and financial institutions’ depasits 1932514 21 003 1953 517
Customer deposits 17039770 49891 17528 608
Cash margin 556227 2212 1 584 439
Borrowed funds - 1004 2004
Provision for income tax 142457 . 142457
Other provisions 85411 - sl
Other liabilities and financial derivatives - negative fair value 335 509 685170 1020679
Deferred tax lisbilities 7816 . 7816
Totat Liabilitles 21 099 704 1241 117 21341 021
Net 2852312 L1048 LEIIXLTR

62+




51. Coatractual Maturity of the Contingent Accounts

The table below details the maturity of expected liabilities and commitments on the basis of contractual maturity:

Letters of credit

Acceptances

Letters of guarantee:

- Payment guarantees

- Performance guarantees

- Other guarantees

Unutilized credit facilities
Total

Constructions projects contracts
Procurement contracts
Operating lease contracts

Total

Letters of credit

Acceptances

Letters of guarantee:

- Payment guarantees

- Performance guarantees

- Other guarantees

Unutilized credit facilities
Total

Constructions projects contracts
Procurement contracts
Operating lease contracts

Total

December 31, 2016
W'y':';: 1 ;:fctiel:elfoy:: s A;::'rss Total
years
JD '000 JD 000 JD '000 JD '000
1 246 308 16 327 - 1262 635
413 571 9995 - 423 566
560 100 136 933 6391 703 424
2136244 1 048 429 644 466 3829 139
1957015 610 732 381 254 2949 001
2 868 881 219 045 3068 3090994
9182 119 2 041 461 1035179 12 258 759
December 31, 2016
143 12 628 - 12 771
6053 1514 677 8244
396 1512 12674 14 582
6 592 15654 13 351 35597
December 31, 2015
wibinl L s AReS
year years years
JD '000 JD '000 JD 000 JD '000
816 273 505079 - 1321352
444 491 6129 - 450 620
516 323 42 486 10 558 819
1941932 1 186 230 630903 3759 065
2377623 746 506 463 636 3 587765
2871156 244 467 - 3115623
8 967 798 2730 897 1094 549 12 793 244
December 31, 2015
319 8496 - 8815
7 861 3193 812 11 866
343 2323 6237 8903
8 523 14012 7049 29 584
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£2, Capital Management

On QOctober 31, 2016, the Central Bank of Jorden announced the instructions of capital management according to Basel (11
standards end stopped Basel (1 instructions.

The Bank manages it's capital to safeguard it's ability to continue it's operating activities while maximizing the return

to shareholders. The composition of the regulatory capital as defined by Basel Committee is as follows:

December 31,
2016
JOD 000
Common Equity Tier 1 3106115
Regulatory Adjustments ( Deductions from Common Equity Tier 1) (461 579)
Additionat Tier 1 -
Supplementary Capital 200 468
Regulatory Adjustments ( Deductions from Supplementary Capital) (302 155)
Regulatory Capital 2542849
Risk-weighted assets (RWA) 18622278
Common Equity Tier | Ratlo %13.65
O ——
Tier 1 Capitat Ratlo %13.65
Capltal Adequacy Ratio %13.65
The below table details the regulatory capital as defined by Basel Il as of December 2015
December 31,
2015
JD '000
A- Core Capital
Share capital 640 800
Statutory reserve 499 191
Voluntary reserve 614 920
Share premium 859 626
General ceserve 583 695
Retained earnings® 330 587
Total core capital 3 528819
B- Supplementary Capital
Foreign currency translation reserve (221 526)
Investment revaluation reserve (183 741)
General banking risk reserve 200 468
Total supplementary capital (204 799)
C. Deductible Items 1101 7190
Regulatory capital (A+B-C) 2122230
Risk-weighted assets 18274912
Regulatory capital / risk-weighted asscts 12.16%
Core capital / risk-weighted assets 12.16%

* Includes deferred tax assets and intangible assets.

- The Board of Ditectors performs an overall review of the capital structure of the Bank on quarterly basis.
As part of this review, the Baard takes into consideration matters such as cost and risks of capital as integral
factors in managing capital through setting dividend policies and capitalization of reserves.

.64 -



83, Transactions with Retated Parties

The details of this ttem are as follows
December 31, 2016
Direet Credit LCs, LGs,
Deposits owed Facllicles at Unetilized
from Related Amortized  Depasitsowedto  Credit Facilities
Parties Cost Related Partles  and Acceptances
JD ‘000 JD ‘080 JD ‘000 JD ‘000
Sister and subsidisry companies 1269 099 104 463 4812 152958
Associates companies 146 766 . 25825 26802
Major shareholders and members of the Board of Directors . 339921 321 964 69 906
Total 1415368 444384 422 601 249 566
December 31, 2015
Direct Credit LCs, LGs,
Deposits owed Factlicies at Unutilized
from Related Amortized  Deposits owed to  Credit Facilithes
Pariles Cost Related Partles  aad Aceepiances
JD ‘000 JD ‘000 JD ‘000 JD '000
Sister and subsidiary companies L414 182 106 447 144 460 187 395
Associstes companies 76289 - 6289 27896
Mayor shareholders and members of the Board of Durectors . 378 761 291 997 47452
Total 149047 485 108 $12 746 262 743
Dicect credit facalities granted 1o key { d10 JD 1 | mullion and (adurect credut facl dto JD 6 th d:

3 of December 31, 2016 (Direct credut facilities JD | 4 nultion and indwect credit facilities JD 6 th d a3 of December 31, 2015 )

Depasits of key management amounted to JD 2 | million as of December 31, 2016 ( 1D 1 6 mullion a3 of December 3, 2015)

Al facilities granted to related pariies sre performing loans in sccordance with the cred.¢ rating of the Bank No provisions for the year have been
recoeded in relation to impairment i value

The detalls of transactions with related pacties are as follaws:

2016 2018
Interest
(nterest lacome Expense Interest lacome _ _Interest Expense
Jb 000 JD ‘000 JD ‘000 JD 000
Subsd: and sister pani 5739 962 3703 1 066
Associated companies 1493 1592 356 99
Total 7232 2554 4139 1168

Interest on facilities granted to major shareholders and members of the Board of Directors is recorded at arm's length

The salaries and other (ringe benefits of the Bank's key management personnel, inside and outside Jardan, smounted 10 JD 26 2 million for the
year ended on December 31, 2016 (JD 26 7 mulhon for the year ended ca December 31, 2015)

$4, Astets under Mansgement

- There are no assets under management a3 of December 31, 2016 and 2015

35, Cah sad Cosh Equivaleat

The detauls of this item are as follows

December 31,
2016 2015
4D ‘000 JD ‘000

Cash and balances with central banks maturing withia 3 months 3416485 4709 940
Add, Balances with banks and financial institutions matunag withu 3 months 2865250 2625024
Less Banksand i 1] dep g withia 3 months | 513509 17719152
Total 4768126 5555812
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56. Legal Cases

A.

In 2004, a number of civil lawsuits were filed against Arab Bank plc alleging
that the Bank provided financial services to individuals and entities who were
characterized as "terrorists" and "terrorist organizations” operating in the
Palestinian Territories. The plaintiffs claimed damages from the Bank alleging
that these financial services constituted material support for terrorist activities.

After a civil trial in the Eastern District Court of New York, on September 22,
2014, a jury found the Bank liable for the plaintiffs who possessed U.S.
citizenship and who claimed damages as a result of alleged attacks perpetrated
by Hamas.

The Court scheduled August 17, 2015, to proceed with a “bellwether” damages
trial limited to three incidents and a number of those plaintiffs. On August 14,
2015, a settlement agreement was reached by the parties and upon the request of
the plaintiffs and the Bank; the Judge postponed the damages trial to implement
the said agreement.

The settlement agreement was reached by the parties pursuant to which they
agreed to forego the bellwether damages trial and to adopt a mechanism which
would allow the Bank to appeal the liability verdict without payment of this
amount or presenting any bond to the Court. Pursuant to said agreement, the
Bank filed its Notice of Appeal to the Court of Appeals on June 22, 2016 and its
appellate brief on October 20, 2016.

The settlement agreement has been entered into upon acceptable terms and
without admission by the Bank of liability for any wrongdoing. This settlement
agreement will put an end to the litigation, which has been outstanding for over
12 years, and it has provided a framework limiting the financial liability of the
Bank deriving from it. The Bank has sufficient provisions to cover the expected
financial obligations under this agreement. In the opinion of management and
counsel representing the Bank in the above-referred matter, this agreement is
deemed to be in the best interest of the Bank.

In the year 2005, the Bank in New York entered into an agreement with the
Office of the Comptroller of the Currency pursuant to which the branch was
converted into a Federal Agency with limited operations in compliance with the
provisions of the U.S. Federal Banking Act.

B. There are other lawsuits filed against the Bank totaling JD 84.8 million as of

December 31, 2016 (JD 79.8 million as of December 31, 2015).

In the opinion of the management and the lawyers representing the Bank in the
litigation at issue, the Bank will not be held liable for any amount in excess of
the amount of provisions taken in connection with the lawsuits totaling JD
12.2 million as of December 31, 2016 (JD 5 million as of December 31,
2015).

- 66 -



57- Adjusting Comparative Figures

Some comparative figures in the financial statements for the year 2015 have been reclassified to be consistent with the
year 2016 presentation and it didn’t cause any changes in last years operating results.
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