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Attached the Arabic Financial
Statements of Arab Bank Group and Arab
Bank pc as of 31/12/2017 after being

reviewed by the Bank's external auditors,

are

and are subject to the approval of the Central
Bank of jordan. Atrached are also the English

copy of these financial statements.
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders
Arab Bank Group
Amman — Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Arab Bank Group (the “Group”)
which comprise the consolidated statement of financial position as of December 31, 2017,
and the consolidated 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 consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as of December 31, 2017, 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.

Emphasis of matter

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

Other Matter

The consolidated financial statements for the year ended 31 December 2016 were audited
by Deloitte & Touche (Middle East) — Jordan as the sole auditor of the Bank for the year
2016. Unqualified opinion was issued on the consolidated financial statements on 29
January 2017. Ernst & Young — Jordan and Deloitte & Touche (Middle East) — Jordan were
appointed as joint auditors of the Bank for the year 2017 in accordance with Central Bank
of Jordan regulations for corporate governance.
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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. For each matter below, our description of how our audit addressed the matter provided

in the context.

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 was 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.

Scope of Audit procedures to Address
the Risk

Our audit procedures included obtaining
support from internal and external legal
counsels handling the lawsuits in evaluating
the adequacy of management's estimates
and probabilities of the expected outcome,
in particular to those related to assessing the
associated risks and contingent liabilities. In
addition, our procedures included assessing
the adequacy of the disclosures of the legal
cases and the related settlement in the
United States of America as set out in Note
(57).

Adequacy of Provision for Impairment of
Credit Facilities and suspension of interest
on non-performing loans

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 deterioration in credit ratings and the
probabilities that credit facilities will not be
collected as a result of the deteriorating in
economic and financial conditions and in the
case 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 varies due to varied
| sectors and varied risk assessment relating to

Scope of Audit procedures 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, booking
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
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those countries and their legal and regulatory
requirements.

Furthermore, Interest is suspended after 90
days from impairment event (default date),
Judgment is applied as to determining when
the default date occurred which affects the
amount of interest to be suspended.

flows, and regulatory requirements issued
by central banks.

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

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

Moreover, Our audit procedures over the
interest in suspense included selecting a
sample from the schedules of non-
performing loans and interest in suspense,
and tested suspended interest including
recalculation in accordance with CBJ
regulations, and assessing the criteria used
by management for determining the
impairment event.

Disclosures of interest in suspense are
detailed in Note (11) to the consolidated
financial statements.

Valuation of Unquoted Investments

The recognition of unquoted investments in
regulated markets is based on fair value and
the available key inputs. 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.

Scope of Audit procedures to Address
the Risk

As a result of the lack of quoted market
prices for these investments, the valuation
technique for unquoted investments was 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
finance team management. Moreover, our
audit procedures included testing the
internal controls related to the used
valuation techniques and assumptions used
to assess the reasonableness of the
valuation model and appropriateness of the
related assumptions.
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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 Group 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 procedures to Address
the Risk

Our audit procedures included testing the
internal control system which related to the
use 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.

Valuation of Financial Derivatives

The valuation of Derivatives is a complex area
that requires the use of models and forecasting
of future cash flows including other factors to
determine the fair value of the Derivatives. The
details of financial derivatives are disclosed in
Note (40).

Scope of Audit procedures Risk
Approach

Our audit procedures included an
assessment of the methodology and
appropriateness of the valuation models
prepared by the Bank. As part of these audit
procedures, we assessed the
reasonableness of key inputs used in the
valuation such as expected cash flows and
discount rates by benchmarking them with
external data.

The carrying Value of investments in
Associates

The Group's share of the net assets of
associates is measured based on the equity
method at the date of preparation of the
consolidated financial statements according to
the latest available financial information as of
31 December 2017.

Investments in associates at 31 December
2017 amounted to USD 3.2 billion.

Accordingly, it was a key audit matter for our
audit. The details of investments in associates
are disclosed in Note (13).

Scope of Audit procedures Risk
Approach

The performed audit procedures included
obtaining the latest available financial
information to recalculate the carrying value
of the investments in associate according to
the equity method, in addition to receiving
conclusion from their auditors on the year-
end financial information prepared by
management.

We have also evaluated the disclosure
adequacy relating to the associate
companies.
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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 auditors’ report thereon. The Annual Report is expected to be made
available to us after the date of this auditors’ 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
consolidated 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 governance are responsible for overseeing the Group’s financial
reporting process.

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 judgment and maintain professional skepticism throughout the audit. We also:
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o 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.

e 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.

e 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 concern.

o 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.

o 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.

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.
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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.

Amman - Jordan
January 30, 2018

Enst T M

Ernst & Young — Jordan




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
Investments in associates
Fixed assets
Other assets
Deferred tax assets

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Banks' and financial institutions' deposits
Customers' 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
Investments revaluation reserve
Retained earnings
Total Equity Attributable to the Shareholders of the Bank
Non-controlling interests
Total Shareholders' Equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

December 31,

Note 2017 2016
USD '000 USD '000
6 7607064 7809 343
7 3992234 4622181
8 150 419 176 118
9 470 654 698 516
40 35420 58 011
11 23488575 21898 121
10 395 563 470 912
12 7760023 7 640 955
13 3226231 3077008
14 459 141 463 633
15 491 174 472 203
16 87 223 73390
48163 721 47 460 391
17 3927288 3752 999
18 31080459 31082 152
19 2700 289 2561 426
40 42 154 52517
20 182 090 271185
21 272 205 242 377
22 326 040 259 795
23 1220231 1072 128
24 3693 1276
39 754 449 39 295 855
25 926 615 926 615
25 1225 747 1225 747
26 841 359 798 443
27 977 315 977 315
28 1141824 1141824
29 395 828 363 458
1540 896 1540 896
30 ( 350 550) (402 682)
31 (313 438) (267 672)
32 1904 663 1738 225
8290 259 8042 169
32 119013 122 367
8 409 272 8 164 536
48 163 721 47 460 391

The accompanying notes from (1) to (58) are an integral part of these consolidated
financial statements and should be read with them

-1 -



ARAB BANK GROUP

CONSOLIDATED STATEMENT OF INCOME

REVENUE

Interest income
Less: interest expense
Net interest income
Net commissions income
Net interest and commissions income
Foreign exchange differences
Gain from financial assets at fair value through profit or loss
Dividends on financial assets at fair value through other comprehensive income
Group's share of profits of 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

Attributable to :

Bank's shareholders
Non-controlling interests
Total

Earnings per share attributable to Bank's Shareholders
- Basic and Diluted (US Dollars)

Note 2017 2016
USD '000 USD '000

33 1984 069 1865 835
34 797 507 751 317
1186 562 1114518
35 301 711 315903
1488 273 1430421
84 665 61 185
36 5380 5147
10 6 995 7813
13 350 278 334 964
37 48 408 86 882
1983 999 1926 412
38 459 957 439 105
39 342 445 331285
14/15 56 546 54 773
11 250 377 179 056
22 78 021 131378
1187 346 1135597
796 653 790 815
21 263 690 258 149
532 963 532 666
521 961 522 187
32 11 002 10 479
532 963 532 666

54 0.81 0.81

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

statements and should be read with them.



ARAB BANK GROUP

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Profit for the Year

Add: Other comprehensive income items - after tax

Items that will be subsequently transferred to the consolidated statement of Income

Exchange differences arising on the translation of foreign operations

Items that will not be subsequently transferred to the consolidated statement of Income

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

Change in Investment Revaluation Reserve

Gain (Loss) 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

Attributable to :
- Bank's shareholders
- Non-controlling interests

Total

Note 2017 2016
USD '000 UsD '000
532 963 532 666
30 45 676 (126 551)
31 (43 585) (8 706)
(46 209) (7 668)
2624 (1038)
2091 (135 257)
535 054 397 409
530 935 396 383
4119 1026
535 054 397 409

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

financial statements and should be read with them.
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ARAB BANK GROUP
CONSOLIDATED STATEMENT OF CASH FLOWS

Note 2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES USD '000 USD '000
Profit for the year before tax 796 653 790 815
Adjustments for:
- Depreciation 14 48 962 47 661
- Provision for impairment - direct credit facilities at amortized cost 11 250 377 179 056
- Net interest income 36 578 (8096)
- (Gain) from sale of fixed assets (1324) (40 211)
- Amortization of Intangible Assets 15 7584 7112
- (Gain) from revaluation of financial assets at fair value through profit or loss 36 (1477) (1671)
- Dividends from financial assets at fair value through other comprehensive income 10 (6995) (7813)
- Group's share from associates profits 13 (1350 278) (1334 964)
- Other provisions 78 021 131378
Total 858 101 763 267
(Increase) decrease in assets:
Balances with central banks (maturing after 3 months) (125 000) -
Deposits with banks and financial institutions (maturing after 3 months) 25699 (877 100)
Direct credit facilities at amortized cost (1840 831) 103 810
Financial assets at fair value through profit and loss 229 339 135 135
Other assets and financial derivatives (19 395) 13739
Increase (decrease) in liabilities:
Bank and financial institutions deposits (maturing after 3 months) 36 632 (215552)
Customers' deposits (1693) (1717 076)
Cash margin 138 863 118 336
Other liabilities and financial derivatives 121 327 (536 044)
Net Cash (Used by) Operating Activities before Income Tax (466 958) (2 211 485)
Income tax paid (240 453) (269 492)
Net Cash (Used by) Operating Activities (707 411) (2480 977)
CASH FLOWS FROM INVESTING ACTIVITIES
Sale of financial assets at fair value through other comprehensive income 32191 1075
(Purchase) Maturity of other financial assets at amortized cost (119 068) 1362 754
(Increase) of investments in associates (2724) (27 810)
Dividends received from associates 13 169 470 175 607
Dividends from financial assets at fair value through other comprehensive income 10 6 995 7813
(Purchase) of fixed assets 14 (51168) (97512)
Proceeds from selling fixed assets - Net 11018 64 149
(Purchase) of intangible assets (11982) (12873)
Net Cash Generated by Investing Activities 34732 1473203
CASH FLOWS FROM FINANCING ACTIVITIES
(Paid) Increased borrowed funds (89 095) 195 440
Dividends paid to shareholders (1280 136) (229 063)
Dividends paid to non-controlling interests (5105) (5607)
Net Cash (Used in) Financing Activities (1374 336) (139 230)
Net (Decrease) in Cash and Cash Equivalents (1047 015) (1047 004)
Exchange differences - change in foreign exchange rates 52 132 (118 073)
Cash and cash equivalent at the beginning of the year 8 349 838 9514 915
Cash and Cash Equivalent at the End of the Year 56 7 354 955 8349 838

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

statements and should be read with them.
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ARAB BANK GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

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 125 branches abroad, Arab
Bank (Switzerland) and subsidiaries.

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 Arab Bank
(Switzerland) Limited, the shares of which are stapled with Arab Bank shares and traded at

The accompanying consolidated financial statements were approved by the Board of
Directors in its meeting Number (1) on January 27, 2018 and are subject to the approval of
the General Assembly of Shareholders and the Central Bank of Jordan.

1. General
the same time.
2. Basis of Consolidation

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

Europe Arab Bank plc

Bank plc
Arab National Leasing
Company L.L.C.

L.L.C.
Palestine

Arab Tunisian Bank
Arab Bank Syria

Percentage
of ownership Date of Principal Place of Paid-up
2017 2016 Acquisition Activity Incorporation Capital
Company Name % %
United
100.00 100.00 2006 Banking Kingdom €570m
Arab Bank Australia Limited 100.00 100.00 1994 Banking Australia AUD 94.3m
Islamic International Arab
100.00 100.00 1997 Banking Jordan JD 100m
Financial
100.00 100.00 1996 Leasing Jordan JD 25m
Al-Arabi Investment Group Brokerage and
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
100.00 100.00 2009 Financial Services Palestine JD 1.7m
64.24 64.24 1982 Banking Tunisia TND 100m
51.29 51.29 2005 Banking Syria SYP 5.05b
Al Nisr Al Arabi Insurance
50.00 50.00 2006 Insurance Jordan JD 10m

Company plc

= The consolidated financial statements comprise the financial statements of the Bank and its

subsidiaries where the Bank holds control over the subsidiaries. The control exists when the
Bank controls the subsidiaries significant and relevant activities and is exposed, or has
rights, to variable returns from its involvement with the subsidiaries and has the ability to
affect those returns through its power over the subsidiaries. The investment in subsidiaries
is stated at cost when preparing the financial statements for Arab Bank PLC.

-6-



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, 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 standards, interpretations and amendments adopted by the Group

The accounting policies used in the preparation of the financial statements are consistent with those
used in the preparation of the annual financial statements for the year ended 31 December 2016
except for the followings:

Amendments to 1AS 7 Statement of Cash Flows: Disclosure Initiative

Limited amendments which require entities to provide disclosures about changes in their liabilities
arising from financing activities, including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses). However, the adoption of these amendments
have no impact on the Group’s consolidated financial statements.

Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for
un-recognised Losses

Limited amendments to clarify that an entity needs to consider whether tax law restricts the sources
of taxable profits against which it may make deductions on the reversal of that deductible
temporary difference and some other limited amendments, the adoption of these amendments have
no impact on the Group’s consolidated financial statements.



3. b. New and revised IFRSs in issue but not vet effective and not early adopted

The standards and interpretations that are issued but not yet effective, up to the date of issuance of
the Group’s financial statements are disclosed below. The Group intends to adopt these standards,
if applicable, when they become effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS
39 Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9.
IFRS 9 brings together all three aspects of the accounting for financial instruments project:
classification and measurement, impairment and hedge accounting. The Bank has implemented
the first phase of IFRS 9 as issued during 2009. The date of initial implementation of the first
phase of IFRS 9 was 1 January 2011.

The new version of IFRS 9 is effective for annual periods beginning on or after 1 January 2018,
with early application permitted. Except for hedge accounting, retrospective application is
required; however, the entities are exempted from restating their comparative information.

The Bank plans to adopt the new standard on the required effective date and will not restate
comparative information. During 2017, the Bank has performed a detailed impact assessment of
IFRS 9. This assessment is based on currently available information and may be subject to
changes arising from further reasonable and supportable information being made available to the
Bank in 2018 when the Bank adopts IFRS 9. The Bank expects based on preliminary figures an
increase in the loss allowance for an amount of USD 90 million resulting in an equal negative
impact on equity, as well as it might affect the deferred taxes. In addition, the Bank will
implement changes in classification of certain financial instruments.

(a) Classification and measurement

The Bank does not expect a significant impact on its balance sheet or equity on applying the new
classification and measurement category of IFRS 9. It expects to continue being measured at
amortised cost and to use the new category starting from 1 January 2018 for classifying part of the
debt securities portfolio to be measured at fair value through OCIL

Credit facilities are held to collect contractual cash flows and are expected to give rise to cash
flows representing solely payments of principal and interest. The Bank analysed the contractual
cash flow characteristics of those instruments and concluded that they meet the criteria for
amortised cost measurement under IFRS 9. Therefore, reclassification for these instruments is not
required.

(b) Impairment

The new impairment guidance sets out an expected credit loss (ECL) model applicable to all debt
instrument financial assets classified as amortized cost or FVTOCI. In addition, the ECL model
applies to loan commitments and financial guarantees that are not measured at FVTPL

Incurred Loss versus Expected Loss Methodology

The application of ECL will significantly change the credit loss methodology and models. ECL
allowances represent credit losses that should reflect an unbiased and probability-weighted
amount which is determined by evaluating a range of possible outcomes, the time value of money
and reasonable and supportable information about past events, current conditions and forecasts of
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future economic conditions. This compares to the present incurred loss model under 1AS 39 that
incorporates a single best estimate, the time value of money and information about past events and
current conditions. The objective of the new impairment standard is to record lifetime losses on all
financial instruments which have experienced a significant increase in credit risk (SICR) since their
initial recognition. As a result, ECL allowances will be measured at amounts equal to either (i) 12-
month ECL or (ii) lifetime ECL for those financial instruments which have experienced a SICR
since initial recognition. This compares to the present incurred loss model which recognizes lifetime
credit losses when there is objective evidence of impairment and also allowances for incurred but
not identified credit losses. Because of the inclusion of relative credit deterioration criteria and
consideration of forward looking information, the ECL model eliminates the threshold or trigger
event required under the incurred loss model, and lifetime ECL are recognized earlier under IFRS
9.

Stage Migration and Significant Increase in Credit Risk

° For non-impaired financial instruments:

o Stage 1 is comprised of all non-impaired financial instruments which have not
experienced a SICR since initial recognition. Entities are required to recognize 12 months
of ECL for stage 1 financial instruments. In assessing whether credit risk has increased
significantly, entities are required to compare the risk of a default occurring on the financial
instrument as at the reporting date, with the risk of a default occurring on the financial
instrument as at the date of initial recognition.

» Stage 2 is comprised of all non-impaired financial instruments which have experienced a
SICR since initial recognition. Entities are required to recognize lifetime ECL for stage 2
financial instruments. In subsequent reporting periods, if the credit risk of the financial
instrument improves such that there is no longer a SICR since initial recognition, then
entities shall revert to recognizing 12 months of ECL.

o For impaired financial instruments:

Financial instruments are classified as stage 3 when there is objective evidence of
impairment as a result of one or more loss events that have occurred after initial recognition
with a negative impact on the estimated future cash flows of a loan or a portfolio of loans.
The ECL model requires that lifetime ECL be recognized for impaired financial instruments,
which is similar to the current requirements under 1AS 39 for impaired financial instruments.

For the business and government portfolios, the individually assessed allowances for impaired
instruments recognized under IAS 39 will generally be replaced by stage 3 allowances under IFRS
9, while the collective allowances for non-impaired financial instruments will generally be
replaced by either stage 1 or stage 2 allowances under IFRS 9. For the retail portfolios, the portion
of the collective allowances that relate to impaired financial instruments under IAS 39 will
generally be replaced by stage 3 allowances, while the non-impaired portion of the collective
allowances will generally be replaced by either stage 1 or stage 2 allowances under IFRS 9.



Key Drivers of Expected Credit Loss

The following concepts are subject to a high level of judgment, will have a significant impact on
the level of ECL allowances and will be the cause of increased volatility of allowances:

* Determining when a SICR of a financial asset has occurred,

* Measuring both 12-month and lifetime credit losses,

* Incorporating forward-looking information using multiple probability-weighted scenarios, and
Collateral and quality.

Other New and revised IFRSs

IFRS 15 Revenue from Contracts with Customers
IFRS 15 specifies the accounting treatment for all revenue
arising from contracts with customers. It applies to all
entities that enter into contracts to provide goods or
services to their customers, unless the contracts are in the
scope of other IFRSs, such as IAS 17 Leases. IFRS 15
supersedes IAS 11 Construction Contracts, IAS 18
Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC
15 Agreements for the Construction of Real Estate, IFRIC
18 Transfers of Assets from Customers; and SIC-31
Revenue—Barter Transactions Involving Advertising
Services.

Amendments to IFRS 10 and IAS 28:Sale or Contribution
of Assets between an Investor and Its Associate or Joint
Venture

The amendments address the conflict between IFRS 10 and
IAS 28 in dealing with the loss of control of a subsidiary that
is sold or contributed to an associate or joint venture. The
amendments clarify that the gain or loss resulting from the
sale or contribution of assets that constitute a business, as
defined in IFRS 3, between an investor and its associate or
joint venture, is recognised in full. Any gain or loss resulting
from the sale or contribution of assets that do not constitute a
business, however, is recognised only to the extent of
unrelated investors' interests in the associate or joint venture.

IFRS 2 Classification and Measurement of Share-based
Payment Transactions - Amendments to IFRS 2

The IASB issued amendments to IFRS 2 Share-based
Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-based
payment transaction; the classification of a share-based
payment transaction with net settlement features for
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Effective for annual periods
beginning on or after

The standard is effective for annual
periods beginning on or after 1
January 2018, and early adoption is
permitted

The standard is effective for annual
periods beginning on or after 1
January 2019, and early adoption is
permitted

Entities may apply the amendments
prospectively and are effective for
annual periods beginning on or after
1 January 2018, with early
application permitted



withholding tax obligations; and accounting where a
modification to the terms and conditions of a share-based
payment transaction changes its classification from cash
settled to equity settled.

IFRS 16 Leases

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

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

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

IFRS 17 Insurance Contracts

IFRS 17 provides a comprehensive model for insurance contracts
covering the recognition and measurement and presentation and
disclosure of insurance contracts and replaces IFRS 4 -Insurance
Contracts. The standard applies to all types of insurance contracts
(i.e. life, non-life, direct insurance and re-insurance), regardless of
the type of entities that issue them, as well as to certain guarantees
and financial instruments with discretionary participation features.
The standard general model is supplemented by the variable fee
approach and the premium allocation approach.

Transfers of Investment Property (Amendments to 1AS 40)
The amendments clarify when an entity should transfer property,
including property under construction or development into, or out
of investment property. The amendments state that a change in use
occurs when the property meets, or ceases to meet, the definition of
investment property and there is evidence of the change in use. A
mere change in management’s intentions for the use of a property
does not provide evidence of a change in use.

Entities should apply the amendments prospectively and effective
for annual periods beginning on or after 1 January 2018. Early
application of the amendments is permitted and must be disclosed.
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The new standard will be effective
for annual periods beginning on or
after 1 January 2019. Early
application is permitted

The new standard will be effective
for annual periods beginning on or
after 1 January 2021. Early
application is permitted

Entities should apply the amendments
prospectively and effective for annual
periods beginning on or after 1
January 2018. Early application of the
amendments is permitted and must be
disclosed.



Amendments to IFRS 4 Applying IFRS 9 Financial Instruments
with IFRS 4 Insurance Contracts

In September 2016, the IASB issued amendments to IFRS 4 to address
issues arising from the different effective dates of IFRS 9 and the
upcoming new insurance contracts standard (IFRS 17). The
amendments introduce two alternative options for entities issuing
contracts within the scope of IFRS 4, a temporary exemption from
implementing IFRS 9 to annual periods beginning before 1 January
2021 at latest and an overlay approach that allows an entity applying
IFRS 9 to reclassify between profit or loss and other comprehensive
income an amount that results in the profit or loss at the end of the
reporting period for the designated financial assets being the same as
if an entity had applied 1AS 39 to these designated financial assets.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance
Consideration

The interpretation clarifies that in determining the spot exchange rate to use
on initial recognition of the related asset, expense or income (or part of it) on
the derecognition of a non-monetary asset or non-monetary liability relating
to advance consideration, the date of the transaction is the date on which an
entity initially recognises the nonmonetary asset or non-monetary liability
arising from the advance consideration. Entities may apply the amendments
on a fully retrospective or prospective basis.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax
treatments involve uncertainty that affects the application of IAS 12 and does
not apply to taxes or levies outside the scope of IAS 12, nor does it
specifically include requirements relating to interest and penalties associated
with uncertain tax treatments. An entity must determine whether to consider
each uncertain tax treatment separately or together with one or more other
uncertain tax treatments.
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The amendment is effective
for annual periods beginning
on or after 1 January 2018,
and early adoption is
permitted

The new interpretation will be
effective for annual periods
beginning on or after 1
January 2018. Early
application of interpretation is
permitted and must be
disclosed

The interpretation is effective
for annual reporting periods
beginning on or after
LJanuary 2019, but certain
transition reliefs are
available.



Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Group’s financial statements
for the annual period beginning 1 January 2018 and that IFRS 16 will be adopted in the Group’s financial
statements for the annual period beginning 1 January 20109.

The application of IFRS 16 may have significant impact on amounts reported and disclosures made in
the Group’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, 2016 except for what is stated in note (3 - a) to the consolidated financial
statements.

Revenue Recognition

Interest 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. 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).
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Insurance Contract Revenue

Insurance premiums arising from insurance contract are recorded as revenue for the year (earned
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 direct credit facilities are measured at amortized cost. 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, Arab Bank
Switzerland 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.

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

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.

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

i.___Investments in Associates
An associate is an entity over which the Group has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee, but is not
control or joint control over those policies.

The considerations made in determining significant influence or joint control are similar to those
necessary to determine control over subsidiaries.

The Group’s investments in its associates are accounted for using the equity method.

Under the equity method, the investment in an associates initially recognised at cost, the carrying
amount of the investment is adjusted to recognise changes in the Group’s share of net assets of
the associates since the acquisition date. Goodwill relating to the associates is included in the
carrying amount of the investment and is neither amortised nor individually tested for
impairment.

The consolidated income statement reflects the Group’s share of the results of operations of the
associates. Any change in other comprehensive income of those investees is presented as part of
the Group’s other comprehensive income (OCI). In addition, when there has been a change
recognised directly in the equity of the associates, the Group recognises its share of any changes,
when applicable, in the statement of changes in equity. Unrealised gains and losses resulting from
transactions between the Group and the associates are eliminated to the extent of the interest in
the associates.

The aggregate of the Group’s share of profit or loss of an associate is shown on the face of the
consolidated income statement within operating profit and represents profit or loss after tax and
non-controlling interests in the subsidiaries of the associate.

The financial statements of the associates are prepared for the same reporting period as the Group.

When necessary, adjustments are made to bring the accounting policies in line with those of the
Group.

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.
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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 are 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 when:

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

e 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.

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 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 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.
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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-
measurement 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)
Equity investments that are not held for sale in the near future.

These financial instruments are initially measured at their fair value plus transaction costs.
Subsequently, they are measured at fair value. Gains or losses arising on subsequent
measurement of these equity investments including the change in fair value arising from non-
monetary assets in foreign currencies are recognized in other comprehensive income in the
consolidated statement of changes in equity. The gain or loss on disposal of the asset is
reclassified from fair value reserve to retained earnings.

These financial assets are not subject to impairment testing.
Dividend income is recognized in the consolidated statement of income.

|. 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.
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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.

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 trading

Financial derivatives held for trading are recognized at fair value in the consolidated
statement of financial position 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.
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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.

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.

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.

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

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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5.Significant accounting judgements, estimates and assumptions

The preparation of the Group’s consolidated financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities affected in future periods.

In the process of applying the Group’s accounting policies, management has made various judgements.
Those which management has assessed to have the most significant effect on the amounts recognised
in the consolidated financial statements have been discussed in the individual notes of the related
financial statement line items.

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are also described in the individual notes of the
related financial statement line items below. The Group based its assumptions and estimates on
parameters available when the consolidated financial statements were prepared. EXxisting circumstances
and assumptions about future developments, however, may change due to market changes or
circumstances arising that are beyond the control of the Group. Such changes are reflected in the
assumptions when they occur.

Management believes that the assessments adopted in the consolidated 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 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 recent valuation 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.
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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 amortized cost and compares to
fair value 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.

-23-



6. Cash and Balances with Central Banks

The details of this item are as follows:

Cash in vaults

Balances with central banks:
- Current accounts

- Time and notice

- Mandatory cash reserve

- Certificates of deposit
Total

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

December 31,

2017 2016
USD "000 USD '000
522 167 416 874

2 264 604 2120 805

2903 838 3256 190
1554 444 1362777
362 011 652 697

7607 064 7809 343

- Balances and certificates of deposits maturing after three monthes amounted to USD 25 million as of December 31, 2017 ( There are no

balances and certificates of deposits maturing after three months as of December 31, 2016).

7. Balances with Banks and Financial Institutions

The details of this item are as follows:

Local banks and financial institutions

Current accounts
Time deposits maturing within 3 months
Total

Abroad banks and financial institutions

December 31,

2017 2016
USD '000 USD "000
2466 2522
142797 261403
145 263 263 925

December 31,

2017 2016
USD '000 USD '000
Current accounts 2226 600 2714 289
Time deposits maturing within 3 months 1595 380 1643 967
Certificates of deposit 24 991 -
Total 3846 971 4358 256
Total balances with banks and financial institutions Local and Abroad 3992 234 4622 181
- There are no non interest bearing balances as of December 31, 2017 and 2016.
- The restricted balances amounted to USD 800 million as of December 31, 2017 ( USD 800
million as of December 31, 2016).
8. Deposits with Banks and Financial Institutions
The details of this item are as follows:
Local banks and financial institutions December 31,
2017 2016
USD '000 USD '000
Time deposits maturing after 3 months and before 6 months 9415 20736
Time deposits maturing after one year 21150 21150
30 565 41886

December 31,

Abroad banks and financial institutions 2017 2016
USD '000 USD '000

Time deposits maturing after 3 months and before 6 months 98 214 97 772
Time deposits maturing after 6 months and before 9 months 15 009 2 291
Time deposits maturing after 9 months and before a year - 23 281
Time deposits maturing after one year 6 631 10 888
Total 119 854 134 232
Total deposits with banks and financial institutions Local and Abroad 150 419 176 118

- There are no restricted balances as of December 31, 2017 and 2016.
.24 -



9. Financial Assets at Fair Value through Profit or Loss

The details of this item are as follows:

December 31,

2017 2016
USD '000 usD '000
Treasury bills and Government bonds 104 620 352 284
Corporate bonds 293 963 274 404
Loans and advances 29 624 29 624
Corporate shares 14 360 15781
Mutual funds 28 087 26 423
Total 470 654 698 516

10. Financial Assets at Fair Value through Other Comprehensive Income

The details of this item are as follows:

December 31,

Quoted shares

Un-quoted shares

Total

* Cash dividends from investments above amounted to USD 7 million for the year ended December 31, 2017

(USD 7.8 million as of December 31, 2016).

2017 2016
USD '000 UsD '000
189 573 258 920
205990 211992
395 563 470912

* Realized gains transferred from investment revaluation reserve to retained earnings amounted to USD 2.6 million and the
minority interest share from these realized gains was USD 16 thousand as of December 31, 2017
(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 31, 2016).
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The details of movement on the provision for impairment of direct credit facilities at amortized cost are as follows:

December 31, 2017

Corporates

The total
Banksand  Government includes
Consumer . . . movement on
. Financial and Public Total
Banking Small and Instituti Sect the real - estates
Medium Large nstitutions ector loans provision
as follows:
USD '000 USD '000 USD "000 USD '000 USD '000 USD '000 USD '000
Balance at the beginning of the year 157 567 129123 1019270 398 2141 1308499 12374
Impairment losses charged to income 17 844 26 612 252211 - 814 297 481 2175
Used from provision (written off or transferred to off consolidated R R
statement of financial position) * (23179) (7400) (278 901) (309 476) (1614)
Surplus in provision transferred to statement of income (9357) (110 963) (26 214) - ( 570) (47 104) (2873)
Adjustments during the year ( 202) 1914 11119 - - 12831 120
Translation adjustments (1556) (1402) 12 050 13 39 9144 79
Balance at the End of the Year 141121 137 884 989 535 411 2424 1271375 11261
December 31, 2016
Corporates
The total
Consumer Ba.mks a.nd Governme.nt includes
Banking small and Financial and Public Total movement on
'\r;a d.an Large Institutions Sector the real - estates
edium loans provision
as follows:
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
Balance at the beginning of the year 171 143 134135 902 901 1353 2751 1212283 16 847
Impairment losses charged to income 18 412 22179 210 904 - 1878 253373 2507
Used from provision (written off or transferred to off consolidated R R
statement of financial position) * (5617) (6173) (31216) (43 006) (88)
Surplus in provision transferred to statement of income (15176) (9932) (47 077) ( 950) (1182) (74317) (4932)
Adjustments during the year 1624 (4 306) 12 623 - (94) 9847 (1947)
Translation adjustments (12 819) (6780) (28 865) (5 (1212) (49 681) (13)
Balance at the End of the Year 157 567 129123 1019270 398 2141 1308499 12374

- There are no provisions no longer required as a result of settlement or repayment, transferred to non-performing direct credit facilities as of December 31, 2017 and 2016.

- Impairment is assessed based on individual customer accounts.

* Non-performing direct credit facilities transferred to off consolidated statement of financial position amounted to USD 399.3 million as of December 31, 2017. ( USD 6.6
million as of December 31, 2016) noting that these non-performing direct credit facilities are fully covered by set provisions and suspended interest.
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The details of movement on interest and commissions in suspense are as follows:

Balance at the beginning of the year
Interest and commission suspended during the year

Interest and commission in suspense settled (written off or
transferred to off consolidated statement of financial position )

Recoveries
Adjustments during the year
Translation adjustments

Balance at the End of the Year

Balance at the beginning of the year
Interest and commission suspended during the year

Interest and commission in suspense settled (written off or
transferred to off consolidated statement of financial position )

Recoveries
Adjustments during the year
Translation adjustments

Balance at the End of the Year

December 31, 2017

Corporates

The total includes
interest and

Banks and ISR
Consumer X N Government and commission in
. Financial . Total
Banking I Public Sector suspense movement
Institutions
on real - estates
Small and Medium Large loans as follows:
USD '000 USD '000 USD '000 USD '000 USD 000 USD 000 USD '000
80 012 93 649 283 236 5460 - 462 357 11196
15 427 14376 58 100 1085 - 88988 3016
(26 887) (11318) (129 914) - - (168 119) ( 943)
(3007) (2690) (2687) - : (8384) (1003)
( 588) 468 120 - - - -
( 551) ( 335) 4305 - - 3419 7
64 406 94 150 213160 6 545 - 378 261 12273
December 31, 2016
The total includes
Corporates Banks and |nter_est_ ant_i
Consumer L Government and commission in
. Financial . Total
Banking P Public Sector suspense movement
Institutions
. on real - estates
Small and Medium Large loans as follows:
USD '000 USD '000 USD '000 USD '000 USD '000 UsD '000 UsD '000
69 626 91491 253 632 4499 - 419 248 11557
16 906 14532 57 839 961 - 90 238 3816
( 938) (9091) (17738) - - (27 767) ( 492)
(5 366) (2798) (2267) - - (10 431) (3683)
947 751 835 - - 2533 -
(1163) (1236) (9 065) - - (11 464) (2
80012 93 649 283 236 5460 - 462 357 11196

Classification of direct credit facilities at amortized cost based on the geographical and economic sectors as follows:

Economic Sector

Consumer Banking

Industry and mining
Constructions

Real - Estates

Trade

Agriculture

Tourism and Hotels
Transportations

Shares

General Services

Banks and Financial Institutions
Government and Public Sector

Net Direct Credit Facilities at amortized Cost

Inside Jordan Outside Jordan

December 31,

December 31,

2017 2016

USD '000 USD '000 USsD '000 USD '000
2682326 2676 995 5359 321 4955001
1438 069 3094 030 4532099 4035843
485 488 1855508 2340 996 1982613
374921 1453300 1828 221 1723634
1097 504 2965 688 4063 192 3708 816
153 504 123703 277 207 159 907
205579 311724 517 303 619 000
139 049 430 734 569 783 667 094
2526 12137 14 663 5758
633 140 1963 643 2596 783 2727912
13546 115929 129 475 107 400
158 285 1101247 1259532 1205143
7383937 16 104 638 23 488 575 21898121
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12. Other financial assets at amortized cost

The details of this item are as follows:

December 31,

2017 2016
USD 000 USD '000
Treasury bills 2023 661 2089 708
Government bonds and bonds guaranteed by the government 4149 590 3932816
Corporate bonds 1614 800 1645573
Less: Provision for impairment (28 028) (27 142)
Total 7760 023 7 640 955

Analysis of bonds based on interest nature:

December 31,

2017 2016
USD '000 USD '000
Floating interest rate 710 081 777918
Fixed interest rate 7049 942 6 863 037
Total 7760 023 7 640 955

Analysis of financial assets based on market quotation:

December 31,

Financial assets quoted in the market: 2017 2016
USD '000 USD '000
Treasury bills 489 288 250 536
Government bonds and bonds guaranteed by the government 1105 520 1019559
Corporate bonds 1387 040 1410604
Total 2981848 2 680 699

December 31,

Financial assets unquoted in the market: 2017 2016
USD '000 USD 000
Treasury bills 1534373 1839172
Government bonds and bonds guaranteed by the government 3044070 2913 257
Corporate bonds 199 732 207 827
Total 4778 175 4960 256
Grand Total 7760 023 7 640 955

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

December 31,

2017 2016
USD 000 USD '000
Balance at the beginning of the year 27 142 28 967
Impairment losses charged to income - -
Used from provision - -
Translation adjustments 886 (1825)
Balance at the end of the year 28 028 27 142

During the year ended December 31, 2017 certain financial assets at amortized cost amounted to USD 49.8 million were
sold (USD 424.5 million during the year ended December 31, 2016).
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14. Fixed Assets

The details of this item are as follows:

Historical Cost:

Balance as of January 1, 2016

Additions

Disposals

Adjustments during the year

Translation Adjustments

Balance as of December 31, 2016

Additions

Disposals

Adjustments during the year

Translation Adjustments

Balance at December 31, 2017

Accumulated Depreciation :

Balance as of January 1, 2016

Depreciation charge for the year

Disposals

Adjustments during the year

Translation adjustments

Balance as of December 31, 2016

Depreciation charge for the year

Disposals

Adjustments during the year

Translation adjustments

Balance at December 31, 2017

Net Book Value as of December 31, 2017

Net Book Value as of December 31, 2016

* The cost of fully depreciated fixed assets amounted to USD 242.7 million as of December 31,2017 (USD 242.5 million as of December 31, 2016).

o Furniture, Compute_rs apd Motor
Land Buildings letu_res and Comml_Jnlcatlon Vehicles Other Total
Equipment Equipment
UsD '000 USD "000 USD "000 UsD 000 USD "000 USD "000 USD "000
77981 372 034 201 054 132 874 14 448 88 196 886 587
- 53539 8945 22 460 1479 11 089 97 512
(2741) (21 186) (3680) (8230) ( 968) (5908) (42713)
- 31 6094 12 - (6 106) 31
(1346) (12536) (1749) ( 283) ( 650) (6790) (23354)
73 894 391882 210 664 146 833 14 309 80 481 918 063
9 8380 12 664 17 003 1875 11237 51168
( 442) (3593) (4 396) (13207) ( 793) (9027) (31 458)
(1) - - 8 - (18) (11)
(1270) 6080 211 1310 ( 242) ( 450) 5639
72190 402 749 219 143 151 947 15149 82223 943 401
- 125 082 147 047 106 040 11321 45 653 435 143
- 9873 14198 13429 1234 8927 47 661
- (5072) (3526) (7203) (1090) (1884) (18 775)
- 31 1339 (31) - (1308) 31
- (2724) ( 999) (2905) ( 369) (2633) (9 630)
- 127 190 158 059 109 330 11096 48 755 454 430
- 9849 14 260 16 237 1282 7334 48 962
- (744) (4304) (13 158) ( 769) (2789) (21764)
- 5 ( 6) 7 (28) ( 16) (38)
- 1273 410 1296 ( 160) ( 149) 2670
- 137573 168 419 113712 11421 53135 484 260
72190 265 176 50724 38235 3728 29088 459 141
73894 264 692 52 605 37503 3213 31726 463 633
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15. Other Assets

The details of this item are as follows:

Accrued interest receivable

Prepaid expenses

Foreclosed assets *

Intangible assets **

Other miscellaneous assets
Total

December 31,

2017 2016
USD '000 USD '000

180 381 184 568
111 444 93572

59372 50 041

23675 20 442
116 302 123 580
491 174 472 203

* 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:

Balance at the beginning of the year
Additions

Disposals

Provision for impairment
Translation adjustments

Balance at the end of the year

Balance at the beginning of the year
Additions
Disposals
Provision for impairment
Translation adjustments

Balance at end of the year

2017
Land Buildings Other Total
USD '000 USD '000 USD '000 USD '000
14 040 35 646 355 50 041
11 698 4565 - 16 263
( 589) (2721) - (3310)
(1459) (2194) - (3653)
7 24 - 31
23697 35320 355 59 372
2016
Land Buildings Other Total
USD '000 USD '000 USD '000 USD '000
14 230 36 601 7687 58 518
1695 3655 - 5350
(1387) (2211) (7191) (10789)
( 475) (2197) (141)  (2813)
( 23) ( 202) - ( 225)
14 040 35 646 355 50 041

** 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 year and translation adjustments

Balance at end of the year

- 33 -

December 31,

2017 2016
USD'000  USD '000

20 442 16 055
12048 13642

( 66) ( 769)
(7584) (7112)
(1165) (1374)
23675 20 442




16. Deferred Tax Assets

The details of this item are as follows :

Items attributable to deferred tax assets are as follows:

Provision for impairment - direct credit facilities at amortized cost

End-of-Service indemnity
Interest in suspense
Other

Total

Provision for impairment - direct credit facilities at amortized cost

End-of-Service indemnity
Interest in suspense
Other

Total

* Deferred tax results from temporary timing differences of the provisions not deducted for tax 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 future years.

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

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

2017
Adjustments
thlzis!zgicr?n?ag Amounts Amounts D\:jegririze Balance at the Deferred Tax
of the Year Added Released Translation End of the Year
Adjustments
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
116 286 62 345 (34572) 1905 145 964 33176
57 191 15 328 (7047) - 65 472 19 154
17 878 12 830 (12171) - 18 537 4039
90 380 23227 (8317) 2531 107 821 30854
281735 113730 (62 107) 4 436 337794 87223
2016
Adjustments
et amas Ao UTON st o
of the Year Added Released Translation End of the Year
Adjustments
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
82 366 62 781 (24 185) (4676) 116 286 27117
58 269 9 445 (10523) - 57 191 17 412
12 509 12 074 (6705) - 17 878 3810
70 177 33584 (12 291) (11 090) 90 380 25051
223321 117 884 (53704) (5766) 281735 73390
2017 2016
UsD '000 USD ‘000
73390 58 629
27 389 30 461
(14 649) (14 294)
1093 (1 406)
87 223 73 390
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19. Cash Margin

The details of this item are as follows: December 31,
2017 2016
USD *000 usD *000
Against direct credit facilities at amortized cost 1890 745 1907 001
Against indirect credit facilities 802 988 648 657
Against margin trading 2468 1886
Other cash margins 4088 3882
Total 2700 289 2561 426

20. Borrowed Funds

The details of this item are as follows: December 31,
2017 2016
USD '000 USD '000
From Central Banks * 66 331 30434
From banks and financial institutions ** 115759 240751
Total 182 090 271185

Analysis of borrowed funds according to interest nature is as follows:
December 31,

2017 2016
USD "000 UsD '000
Floating interest rate 27 895 83437
Fixed interest rate 154 195 187 748
Total 182 090 271185

* 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 period 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 repaid semi-annually, with installments in March and September of each year. The Balance of the loan as of December 31, 2017
amounted to USD 5.6 million (USD 5.6 million as of December 31, 2016).

* During 2014, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to USD 3.9
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 semi-annually, with installments in March and September of each year.
The Balance of the loan as of December 31, 2017 amounted to USD 3.7 million (USD 3.9 Million as of December 31,2016).

* During 2015 and 2016, Arab Bank (Jordan branches) granted loans against medium term advances from the Central Bank of Jordan
with fixed interest rate equal to the discount rate disclosed on the grant day after deducting 2%, The advances are repaid in
accordance with customers monthly installments which starts on January 2018 and ends on May 2027, these advances amounted USD
49.5 million as of December 31, 2017 (USD 18 million as of December 31, 2016)

* 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 15 years of which 5 years are 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 is repaid semi-annually, with installments in March and
September of each year. The Balance of the loan as of December 31, 2017 amounted to USD 5.1 million (USD 2.8 million as of
December 31, 2016).

* During 2017, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to USD 10.9
million, for the duration of 22 years of which 5 years are grace period with a fixed interest rate of 3% (CBJ has the right to amend the
interest rate every two years up to 3.5%). The agreement aims to support SMEs and Extra Small Companies. The loan is repaid semi-
annually, with installments in May and November of each year. The Balance of the loan as of December 31, 2017 amounted to USD
2.4 million.

** During 2016, Arab Bank (Jordan Branches) signed a loan agreement with National Bank of Abu Dhabi amounting to USD 75
million, with a floating interest rate of (2% + LIBOR 3 months). The bank settled the loan in full during the year 2017 (USD 75
million as of December 31, 2016).

** During 2017, Arab Bank (Jordan Branches) signed loans agreements with Sumitomo Mitsui Banking Corporation in Dubai with
fixed interest rate ranging between (0.85% - 0.892%), the balance as of December 31, 2017 amounted to USD 23.5 million and the
first contract matures in January 4, 2018 and the last one matures in May 21, 2018.

*** During 2016, Arab Bank, Bahrain branches borrowed amounts from banks and financial institutions with fixed interest rate of
(2.85%), the last contract matured in March 9, 2017 and the balance now as of December 31, 2017 is 0 (USD 102.7 million as of
December 31, 2016)

* Arab Tunisian Bank borrowed amounts from banks and financial institutions, as well issued syndicated term loans, the balance

amounted to USD 92.2 million as of December 31, 2017 (USD 63.1 million as of December 31, 2016) whereas the lowest interest rate
is (0.25%) and the highest is (6.00%) and the last maturity date is on May 19, 2032, as per the following details :

December 31,

2017 2016
USD "000 usD '000
Loans maturing within one year 12 062 8124
Loans maturing after 1 year and less than 3 years 17732 16 655
Loans maturing after 3 years 62 422 38340
Total 92 216 63 119
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21. Provision for Income Tax

The details of this item are as follows: December 31,
2017 2016
USD '000 UsD '000
Balance at the beginning of the year 242 377 235918
Income tax expense 270 281 275951
Income tax paid (240 453) (269 492)
Balance at the end of the year 272 205 242 377

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

December 31,

2017 2016
USD '000 UsD '000
Income tax expense for the year 270 281 275951
Deferred tax assets for the year (25251) (29 407)
Amortization of deferred tax assets 16 234 13823
Deferred tax liabilities for the year 2429 123
Amortization of deferred tax liabilities (3) (2341)
Total 263 690 258 149

- The income tax rate in Jordan is 35%, while the income tax rate in the countries where the Group has investments and branches ranges from
zero to 37% as of December 31, 2017 and 2016. Arab Bank Group effective tax rate was 33.1% as of December 31, 2017 and 32.6% as of
December 31, 2016.

- The subsidiaries and branches of Arab Bank Group have reached recent tax settlements ranging between 2016 such as Arab Bank United
Arab Emirates and Arab Sudanese Bank and 2012 such as Arab Bank Palestine and Arab Bank Lebanon

22. Other Provisions

The details of this item are as follows:

2017
- Adjustments
Balance at the ~ Additions utilized or during the Balance at
L - transferred  Returned
Beginning of  during the - Year and the End of the
during the  to Income .
the Year Year Translation Year
Year .
Adjustments
USD '000 USD '000  USD '000 USD "000 USD "000 UsD '000
End-of-service indemnity 113 418 15823  (11331) ( 440) 98 117 568
Legal cases 18 363 1651 (131) (2920) 404 17 467
Other 128 014 78 921 (3037) (15014) 2121 191 005
Total 259 795 96395  (14399) (18374) 2623 326 040
2016
- Adjustments
Balance at the ~ Addition Utilized or during the Balance at
L . transferred  Returned
Beginning of  during the - Year and the End of the
during the  to Income .
the Year Year Translation Year
Year .
Adjustments
UsD '000 USD '000  USD '000 USD *000 USD *000 UsD '000
End-of-service indemnity 114 987 16526  (15082) ( 747) (2 266) 113 418
Legal cases 7882 11331 (122) ( 653) (75) 18 363
Other 22 366 104 939 ( 571) (18) 1298 128 014
Total 145 235 132796  (15775) (1418) (1043) 259 795
23. Other Liabilities
The details of this item are as follows: December 31,
2017 2016
USD '000 UsD '000
Accrued interest payable 155 197 122 806
Notes payable 181 282 185 334
Interest and commission received in advance 62 780 68 860
Accrued expenses 63 920 59 864
Dividends payable to shareholders 15 375 13343
Other miscellaneous liabilities * 741677 621 921
Total 1220231 1072128

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

Items attributable to deferred tax liabilities are as follows:

Investments revaluation reserve

Other

Total

Investments revaluation reserve

Other

Total

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

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

2017
Adjustments
Balal_”nce_at the Amounts Amounts during the Balance at Deferred
Beginning of Added Released Year and the End of Tax
the Year Translation the Year
Adjustments
uUsD '000 uUsD '000 USD '000 USD '000 USD '000 USD "000
6 255 - (6255) - - -
8202 14 554 ( 10) ( 214) 22532 3693
14 457 14 554 (6265) (214) 22532 3693
2016
Adjustments
Balapce'at the Amounts Amounts during the Balance at Deferred
Beginning of Added Released Year and the End of Tax
the Year Translation the Year
Adjustments
uUsD '000 uUsD '000 USD '000 USD 000 USD '000 USD *000
24782 - (18323) ( 204) 6 255 -
11922 3188 (6789) (119) 8202 1276
36 704 3188 (25112) (323) 14 457 1276
2017 2016
USD '000 USD '000
1276 12103
2429 127
(3) (10 946)
(9 (8
3693 1276
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25. Share Capital & Premium

a .Share Capital amounted to USD 926.6 million distributed to 640.8 million shares as of December 31, 2017 and 2016.

b. Share premium amounted to USD 1225.7 million as of December 31, 2017 and 2016.

26. Statutory Reserve

Statutory reserve amounted to USD 841.4 million as of December 31, 2017 (USD 798.4 million as of December 31, 2016)
according to the regulations of the Central Bank of Jordan and Companies Law and it can not be distributed to the
shareholders of the bank.

27. Voluntary Reserve

The voluntary reserve amounted to USD 977.3 million as of December 31, 2017 and 2016. 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 Reserve

The general reserve amounted to USD 1141.8 million as of December 31, 2017 and 2016. 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 395.8 million as of December 31, 2017 (USD 363.5 million as of
December 31, 2016). it can not be used before taking prior approval of the Central Bank of Jordan and the other regulatory
authorities in the other countries, only when the amount of that reserve exceeds the minimum amount set or required
according to the instructions of the relevant banking authorities.

30. Foreign currency translation reserve

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

2017 2016
USD '000 USD '000
Balance at the beginning of the year (402 682) (284 609)
Addition (disposal) during the year transferred to other comprehensive income 52 132 (118 073)
Balance at the end of the year (1350 550) (402 682)

31. Investments Revaluation Reserve

The details of this item are as follows:

December 31,

2017 2016
USD '000 USD '000
Balance at the beginning of the year (267 672) (260 621)
Change in fair value during the year (43 158) (7731)
Net realized loss transferred to retained earnings (2608) 680
Balance at the End of the Year (313 438) (267 672)
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32. Retained Earnings and Non-controlling interests

The movement of retained earnings are as follows:

December 31,

2017 2016

USD '000 USD '000
Balance at the beginning of the year 1738225 1502 867
Profit for the year Attributable to Shareholders of the Bank 521 961 522 187
Investments revaluation reserve transferred to retained earnings 2608 ( 680)
Dividends paid * (278 182) (231277)
Transferred to statutory reserve (42 916) (45 378)

Transferred to general banking risk reserve (32370) -
Adjustments during the year (4663) (9494)
Balance at the end of the year ** 1904 663 1738 225

* Arab Bank plc Board of Directors recommended a 30% of par value as cash dividend, equivalent to USD 271.1 million, for
the year 2017, This proposal is subject to the approval of the General Assembly of shareholders. (The General Assembly of
the Arab Bank plc in its meeting held on March 31, 2017 approved the recommendation of the Bank's Board of Directors to

distribute 30% of par value as cash dividends for the year 2016 equivalent to USD 271.1 million).

**Retained earnings include restricted deferred tax assets in the amount of USD 87.2 million, as well as unrealized

gains from financial assets at fair value through profit or loss in the amount of USD 1.5 million. Restricted
retained earnings that cannot be distributed or otherwise utilized except under certain circumstances, as a
result of the adoption of certain International Accounting Standards, amounted to USD 2.8 million as of

December 31, 2017.

** As of December 31, 2017, Retained earnings include an unrealized loss in the amount of USD (109.1) million due to the

effect of the adoption of IFRS 9

** The Use of an amount of USD (313.4) million as of December 31,2017 which represent the negative investments
revaluation reserve balance is restricted according to Jordan Securities Commission instructions.

The details of non-controlling interests are as follows:

2017 2016
USD '000 USD '000 USD '000 USD ‘000 USD ‘000 USD ‘000
Share of non- Share of non- Share of non- Share of non-
Non-controlling controlling controlling Non-controlling controlling controlling
interests % interests of net  interests of net interests % interests of net interests of net
assets profit / (loss) assets profit/ / (loss)
Arab Tunisian Bank 35.76 87147 9744 35.76 89 044 10 434
Avrab Bank Syria 48.71 17 414 (182) 48.71 18 983 (1678)
Al Nisr Al Arabi Insurance Company plc 50.00 14 452 1440 50.00 14 340 1723
Total 119013 11002 122 367 10 479
The following are selected financial information for subsidiaries with material noncontrolling interests
2017 2016
USD '000 USD '000 USD '000 USD ‘000 USD ‘000 USD ‘000
Arab Tunisian Arab Bank AI. Nisr Al Arab Tunisian Arab Bank AI. Nisr Al
- Arabi Insurance - Arabi Insurance
Bank Syria Bank Syria
Company plc Company plc
Total assets 2630 969 154 308 112 901 2357 750 139 277 100 240
Total Liabilities 2387 268 118 453 83997 2108 745 100 192 71561
Net assets 243701 35855 28 904 249 005 39 085 28 679
Total income 96 579 3409 11 046 93 953 2772 11245
Total expenses 69 330 3783 8167 64 776 6227 7800
Net profit / (loss) 27 249 ( 374) 2879 29177 (3 455) 3445
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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

2017 2016
USD '000 USD "000
1450 604 1298529
56 876 62 923
39716 17 039
15838 12 908
421 035 474 436
1984 069 1865 835
* The details of interest income earned on direct credit facilities at amortized cost are as follows:
2017
Consumer Corporates Ba}nks a_nd Governmgnt
Banking  Smalland o, s sector
Medium
USD'000 USD'000 USD'000 USD ‘000 USD '000 USD "000
4 305 13714 26 593 3672 59 48 343
7385 81136 242 934 411 19901 351767
228 966 94 746 516 762 3055 49118 892 647
130 866 7255 5047 - - 143 168
14 679 - - - - 14 679
386 201 196 851 791 336 7138 69 078 1 450 604
2016
Consumer Corporates Ba}nks a_nd Governmgnt
Medium
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 16 954 310 829
216 848 80 143 448 685 3390 50 275 799 341
119 273 6618 3954 - - 129 845
15 624 - - - - 15 624
364 099 168 098 692 365 6702 67 265 1298529

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

2017 2016
USD '000  USD '000
Customer deposits * 659 070 636 423
Banks' and financial institutions' deposits 65 697 48 254
Cash margins 39 661 35 356
Borrowed funds 6 605 6 089
Deposit insurance fees 26 474 25195
Total 797 507 751 317
* The details of interest expense paid on customer deposits are as follows:
2017
Consumer Corporates Governmgnt
Banking Small_and Large angelztli)k:'hc Total
Medium
USD'000 USD'000  USD '000 USD '000 USD '000
Current and demand 10 846 1876 19 340 7571 39633
Savings 33547 3160 183 - 36 890
Time and notice 285024 30 629 157 719 75 341 548 713
Certificates of deposit 23233 1067 4204 5330 33834
Total 352 650 36 732 181 446 88 242 659 070
2016
Consumer Corporates Government
Banking Small_and Large angelzt%killc Total
Medium
USD '000 USD'000 USD '000 USD '000  USD '000
Current and demand 18771 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 2 849 3032 38 522
Total 333460 33769 174 496 94 698 636 423
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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:

Revenue from customers' services
Safe box rent
Gains (Losses) from derivatives
Miscellaneous revenue

Total

2017 2016
USD '000 USD '000
89 197 94 443
135 179 139 402
13612 13337
98 690 100 005
(34 967) (31 284)
301711 315903
R?zllilzﬁid Gains (Losses) Dividends Total
USD '000 USD '000 USD '000
2 669 - 4764
- 1234 ( 152)
- - 768
2669 1234 5380
R((a;ellliznesd Gains (Losses) Dividends Total
USD '000 USD '000 USD '000
2101 - 5657
- 1375 ( 655)
- - 145
2101 1375 5147
2017
USD '000
17 339
3909
348
26 812
48 408

- 44 -



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

Total

2017 2016
USD '000 USD '000

335618 317 495

33420 31254

4706 4 468

1896 4034

12 939 12 478

3050 3053

58 550 54 585

9778 11738

459 957 439 105

2017 2016

USD '000 USD '000

72729 73840

61003 63 444

46 719 41310

12 855 12322

40 244 34319

108 895 106 050

342 445 331285
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The details of financial derivatives are as follows:

December 31, 2016

Notional amounts by maturity

Positive . Total
. Negative .
Fair Fair Val Notional From3
Value air Value Amount Within 3 From1Year Morethan3
months to 1
Months to 3 Years Years
Years
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000 USD "000

Forward contracts 3467 3332 292 837 289 054 3783 - -
Interest rate swaps 5945 8 386 434 120 76 185 15 475 173735 168 725
Foreign currency forward contracts 38 162 28 663 5986 883 3530 292 2376549 80 042 -
Derivatives held for trading 47574 40 381 6 713 840 3895531 2395 807 253777 168 725
Forward contracts - - - - - - -
Interest rate swaps 10 437 11 362 1380367 172713 323577 348 501 535576
Foreign currency forward contracts - - 226 187 221512 4675 - -
Derivatives held for fair value hedge 10437 11 362 1606 554 394 225 328 252 348 501 535576

Forward contracts - - - - - - -
Interest rate swaps - 774 110 847 49 986 49 987 7203 3671
Foreign currency forward contracts - - - - - - -
Derivatives held for cash flow hedge - 774 110 847 49 986 49 987 7203 3671
Total 58 011 52517 8431241 4339742 2774046 609 481 707 972

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

41. Concentration of Assets and Revenues and Capital Expenditures According to the Geographical Distribution

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

capital expenditures inside and outside Jordan:

Revenues

Assets

Capital Expenditures

Inside Jordan Outside Jordan Total
2017 2016 2017 2016 2017 2016
UsD'000 UsD'000 USsD'000 UsD'000 UsD'000 USD'000
548 266 465 189 1435733 1461223 1983999 1926 412
13167 964 13301716 34995 757 34 158 675 48 163 721 47 460 391
22990 30569 40 226 80 585 63216 111 154
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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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Information about the Group's Business Segments

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 for the Year

Depreciation and amortization

Other information

Segment assets

Inter-segment assets

Investments in associates

TOTAL ASSETS

Segment liabilities

Owners equity

Inter-segment liabilities

TOTAL LIABILITIES AND SHAREHOLDERS'
EQUITY

Corporate Consumer Banking
instiétllrj]gonal Treasury — Other Total
Banking Elite Banking
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
945 311 512 987 (184 906) 221515 389 092 1983 999
(180 140) (183 812) 229 305 134 647 - -
241 890 - 388 8099 - 250 377
40 225 14 097 2879 20 820 - 78 021
144 203 17974 30093 150 163 7385 349 818
338 853 297 104 111 039 177 080 381707 1305 783
221091 79 575 48 647 157 326 2491 509 130
117 762 217 529 62 392 19754 379 216 796 653
25553 54 704 17 209 1542 164 682 263 690
92 209 162 825 45183 18 212 214 534 532 963
17 351 4800 4728 29 667 - 56 546
18 484 173 17 691 712 3012 083 4 477 937 1271585 44 937 490
- - 10 756 307 3022 490 5381 954 -
- - - - 3226 231 3226 231
18 484 173 17691712 13768 390 7500 427 9879770 48 163 721
14 663 828 2351306 13768 390 7500 427 1470 498 39 754 449
- - - - 8 409 272 8409 272
3820 345 15 340 406 - - - -
18 484 173 17691712 13768 390 7500 427 9879770 48 163 721
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Information about the Group's Business Segments

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 for the Year

Depreciation and amortization

Other information

Segment assets

Inter-segment assets

Investments in associates

TOTAL ASSETS

Segment liabilities

Owners equity

Inter-segment liabilities

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

Corpoc;’ate Consumer Banking
insti?ﬂti.onal Treasury Elite Reta.il Other Total
Banking Banking
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
856 221 551 506 (74 463) 218 306 374842 1926 412
(87 349) (266 706) 209 570 144 485 - -
175 820 - 16 3220 - 179 056
61 255 28138 16 414 25571 - 131378
128 383 17 464 25308 146 249 7052 324 456
403 414 239198 93 369 187 751 367 790 1291522
226 780 71295 46 508 153 663 2461 500 707
176 634 167 903 46 861 34088 365 329 790 815
36 528 46 694 14 656 11771 148 500 258 149
140 106 121 209 32 205 22 317 216 829 532 666
16 070 4773 4261 29 669 - 54 773
17 583 136 18 394 509 2981706 4107 610 1316 422 44 383 383
- - 10 071 606 2918 446 4819 643 -
R - - - 3077 008 3077 008
17 583 136 18394509 13053312 7 026 056 9213073 47 460 391
16 026 131 2141819 13053312 7 026 056 1048 537 39 295 855
- . - - 8164 536 8164 536
1557 005 16 252 690 - - - -
17 583 136 18394509 13053312 7 026 056 9213073 47 460 391
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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

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.

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) shows the maturities of the assets and liabilities of the Bank.
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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.

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. 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 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 fair value through profit or loss

Direct credit facilities at amortized cost

Consumer Banking

Small and Medium Corporate

Large Corporate

Banks and financial institutions

Government 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

position:

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

Letters of credit

Acceptances

Letters of guarantees

Unused credit facilities

Total

Grand Total for Credit Exposure

December 31,

2017 2016
USD '000 USD '000

7084 897 7392 469
3992234 4622181
150 419 176 118
428 207 656 312
23488 575 21898 121
5359 321 4955001
2904018 2592108
13 836 229 13 038 469
129 475 107 400
1259 532 1205 143
7760 023 7 640 955
327 245 336 151
43 231 600 42 722 307
2020 899 2 156 159
627 591 653 158
10 905 549 11912 937
5338 096 4940 006
18 892 135 19 662 260
62 123 735 62 384 567

The table above shows the maximum limit of the bank credit risk as of December 31, 2017 and 2016 excluding collaterals and risks

mitigations.
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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 commission in suspense
Less: provision for impairment

Net

December 31, 2017

Corporates

Consumer Be}nks a_nd Government and
Banking Shr;:gizrrf Large IEIS?;S;I;:S Public Sector Total
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
1074 289 1328778 2299 096 4032611 14 282 870 23017 644
4 261 858 1639 246 11 683 210 1883533 475 037 19 942 884
88170 49 399 186 253 - 71 323893
67 550 38151 99 814 - 71 205 586
20 620 11248 86 439 - - 118 307
29 260 48 295 204 378 - 1680 283 613
215136 263 422 1153736 32135 694 1665123
19598 6 625 385414 - - 411 637
18 324 21324 176 324 31723 - 247 695
177 214 235473 591 998 412 694 1005 791
5580 543 3279741 15 340 420 5948 279 14 760 281 44909 264
64 406 94 150 213160 6 545 - 378 261
141121 137 884 1017 563 411 2424 1299 403
5375016 3047 707 14 109 697 5941323 14 757 857 43231 600
December 31, 2016
Corporates
Banks and
Consumer Small and Financial Government and
Banking Medium Large Institutions Public Sector Total
USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
953 663 1169 246 2119 175 5117 438 14 648 364 24007 886
3992578 1519325 11 199 305 1407 180 445 221 18 563 609
53129 23989 152 900 1127 2112 233 257
43 405 9530 60 155 1127 1056 115273
9724 14 459 92 745 - 1056 117 984
28 150 45033 276 249 - 1784 351216
236 276 250 644 1078 882 31049 743 1597 594
25 486 6 354 1477 - - 33317
16 888 17 443 509 395 30 650 - 574 376
193 902 226 847 568 010 399 743 989 901
5210667 2984 248 14673 611 6 555 667 15096 112 44 520 305
80012 93 649 283 236 5460 - 462 357
157 567 129 123 1046 412 398 2141 1335641
4973088 2761476 13343963 6549 809 15093 971 42722 307

The credit risk exposures includes direct credit facilities at amortized cost, balances and deposits with banks and financial institutions, bonds, 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 for the year ended 2017 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, 2017

Consumer Corporates Ba_mks a_nd Governme_nt
Medium

USD '000 USD '000 USD '000 USD '000 USD '000 USD '000
618 660 576 815 1522793 - 413 243 3131511
1431977 898 636 5127 076 4100 81 390 7543179
15195 10 769 110 373 - - 136 337
47780 61 559 300 726 - - 410 065
7284 4571 193 974 - - 205 829
7723 8042 40503 - - 56 268
32773 48 946 66 249 - - 147 968
2113612 1547779 7060 968 4100 494 633 11 221 092
384 254 292 518 1018911 - 14 1695697
11 541 47 276 327 648 547 391 387 403
278 584 564 284 2414 576 - 98 015 3355459
629 137 653 462 943 10 - 601 235
95271 25766 442 952 - - 563 989
1343333 480 282 2393938 3543 396 213 4617 309
2113612 1547779 7 060 968 4100 494 633 11221 092
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- 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

Corporates

Consumer Bgnks a_nd Governme_nt
Banking SmaII-and Large Fln_anc_lal and Public Total
Medium Institutions Sector
UsD '000 UsD '000 USsD '000 UsD '000 UsD '000 UsD '000
568 178 524 090 1374631 - 267 306 2734 205
1367 892 790595 4827 045 3816 972 6990 320
13 462 14 041 148 406 - - 175909
43293 57 066 73980 - 174 339
12 144 2293 255 - - 14 692
5206 6217 12 886 - - 24 309
25943 48 556 60 839 - 135 338
1992 825 1385792 6 424 062 3816 268 278 10 074 773
367 775 292 609 1050 837 - 1131 1712 352
11167 57 431 292 973 1280 - 362 851
295 468 478 066 2234843 - 95 870 3104 247
695 147 219 503 299 - - 651 213
99 235 25401 401 523 - - 526 159
1218 485 385 066 1940 587 2536 171 277 3717951
1992 825 1385792 6 424 062 3816 268 278 10 074 773
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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 to 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

- 57 -

December 31, 2017

Financial Other
assets at fair financial
value assets at Total
through amortized
profit or loss cost
USD "000 USD "000 USD "000
291 797 1166 117 1457914
- 330615 330615
- 9462 9462
31790 80578 112 368
104 620 6173 251 6277871
428 207 7 760 023 8188 230
December 31, 2016
. . Other
Financial . .
Assets at Financial
. Assets at Total
Fair Value Amortized
through P&L Cost
USD '000 USD '000 USD "000
274 405 1081792 1356 197
- 429 414 429 414
- 8577 8577
29 623 98 648 128 271
352 284 6 022 524 6 374 808
656 312 7 640 955 8 297 267
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48. Net Foreign Currency Positions

The details of this item are as follows:

usb
GBP
EUR
JPY
CHF
Other currencies *

* Various foreign currencies translated to US Dollars.

49. Fair Value Hierarchy

a. Fair value of financial assets and financial liabilities measured at fair value on recurring basis.

December 31, 2017

December 31, 2016

Base

currency Base
in Equivalent  currency in  Equivalent
thousands _in USD 000 _ thousands _in USD 000
129701 129701 30907 30907
5249 7091 8624 10 564
17123 20 550 35 444 37069
306 724 2721 537 854 4696
1924 1974 3003 2926
105 834 39432
267 871 125 594

Some of the financial assets and financial liabilities are measured at fair value at the end of each reporting period. The following table gives information about how the fair value of these

financial assets and financial liabilities are determined (valuation techniques and key inputs).

Financial assets / Financial liabilities
Financial assets at fair value
Financial assets at fair value through profit or loss

Government Bonds and bills

Corporate bonds

Loans and advances

Shares and mutual funds

Total Financial Assets at fair value through Profit or Loss

Financial derivatives - positive fair value

Financial assets at fair value through
other comprehensive income:

Quoted shares

Unquoted shares

Total Financial Assets at fair value through other comprehensive income
Total Financial Assets at Fair Value

Financial Liabilities at Fair Value

Financial derivatives - negative fair value
Total Financial Liabilities at Fair Value

There were no transfers between Level 1 and 2 during 2017 & 2016.

B. Fair value of financial assets and financial liabilities that are not measured at fair value on recurring basis.

Except as detailed in the following table, we believe that the carrying amounts of financial assets and financial liabilities

Financial assets not calculated at fair value

Mandatory reserve at Central Banks

Time and notice balances with Central banks

Certificates of deposit with central banks

Balances and Deposits with banks and Financial institutions
Direct credit facilities at amortized cost

Other Financial assets at amortized cost

Total financial assets not calculated at fair value

Financial liabilities not calculated at fair value
Banks' and financial institutions’ deposits

Customer deposits

Cash margin

Borrowed funds

Total financial liabilities not calculated at fair value

The fair values of the financial assets and financial liabi

. N Valuation Significant Relationship of
Fair Value as at Fair Value techniques and key  unobservable unobservable
December 31, Hierarchy inputs inputs inputs to fair
2017 2016
USD *000 USD 000
104 620 352 284 Level 1 Quoted Not Applicable  Not Applicable
293 963 274 404 Level 1 Quoted Not Applicable  Not Applicable
Through
Comparison of . .
29624 29 624 Level 2 similar financial Not Applicable  Not Applicable
instruments
Quoted and
42 447 42 204 Level 1 Observable inputs ~ Not Applicable  Not Applicable
from the market.
470 654 698 516
Through
Comparison of . .
35420 58011 Level 2 similar financial Not Applicable  Not Applicable
instruments
189 573 258 920 Level 1 Quoted Shares Not Applicable  Not Applicable
Through using the
205 990 211992 Level 2 index sector inthe  Not Applicable  Not Applicable
market
395 563 470912
901 637 1227 439
Inrougn
Comparison of . .
42154 52517 Level 2 similar financial Not Applicable ~ Not Applicable
instruments
17
in the Group financial pproxi their fair values:
December 31, 2017 December 31, 2016
Fair value

Book value _ Fair value
UsD '000 USD '000

1554 444 1554 444
2903 838 2905229
362011 362 184
4142 653 4146 766
23 488 575 23567 812
7760 023 7842704

USD '000  USD '000

1362777 1362777
3256190 3257336
652 697 653 016
4798299 4800563
21898121 21993672
7640955 7715969

40211544 40379 139

39 609 039 39 783 333

3927288 3942741
31080459 31193569
2700 289 2709 764
182 090 183 878

3752999 3762201
31082152 31172506
2561426 2569 114
271185 275 415

37890126 38029 952

37667 762 37 779 236
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ies included in level 2 categories above have been determined in accordance with the generally accepted pricing models
based on a discounted cash flow analysis, with the most significant inputs being that discount rate.

Book value _Fair value Hierarchy

Level 2
Level 2
Level 2
Level 2
Level 2
Level 1 &2

Level 2
Level 2
Level 2
Level 2



50- Analysis of Assets and Liabilities Maturities

The below is an analysis for assets and liabilities maturities according to the expected period to be recovered or settled as at December 31, 2017:

UP to One Year More than One Year Total
USD '000 USD '000 USD '000
Assets
Cash at vaults 522 167 - 522 167
Mandatory cash reserve 1554 444 - 1554 444
Balances with central banks 5505 453 25000 5530 453
Balances and deposits with banks and financial institutions 4114872 27781 4142 653
Financial assets at fair value through profit or loss 176 039 294 615 470 654
Direct credit facilities at amortized cost 12 835183 10 653 392 23488575
Financial assets at fair value through other comprehensive income - 395563 395563
Other financial assets at amortized cost 3842 356 3917 667 7 760 023
Investments in associates - 3226231 3226231
Fixed assets - 459 141 459 141
Other assets and financial derivatives - positive fair value 489918 36 676 526 594
Deferred tax assets 87 223 - 87 223
Total assets 29 127 655 19 036 066 48 163 721
Liabilities
Banks' and financial institutions' deposits 3878906 48 382 3927288
Customer deposits 30458 795 621 664 31080 459
Cash margin 2670796 29 493 2700 289
Borrowed funds 34450 147 640 182 090
Other Provisions 326 040 - 326 040
Provision for income tax 272 205 - 272 205
Other liabilities and financial derivatives - negative fair value 774798 487 587 1262385
Deferred tax liabilities 3693 - 3693
Total liabilities 38 419 683 1334766 39 754 449
Net (9 292 028) 17 701 300 8409 272
The below is an analysis for assets and liabilities maturities according to the expected period to be recovered or settled as at December 31, 2016:
UP to One Year More than One Year Total
UsSD '000 USD '000 USD '000
Assets
Cash at vaults 416 874 - 416 874
Mandatory cash reserve 1362 777 - 1362777
Balances with central banks 6029 692 - 6 029 692
Balances and deposits with banks and financial institutions 4766 260 32039 4798 299
Financial assets at fair value through profit or loss 208 948 489 568 698 516
Direct credit facilities at amortized cost 11 317 575 10 580 546 21898121
Financial assets at fair value through other comprehensive income - 470912 470912
Other financial assets at amortized cost 3870890 3770065 7 640 955
Investments in associates - 3077008 3077008
Fixed assets - 463 633 463 633
Other assets and financial derivatives - positive fair value 504 596 25618 530214
Deferred tax assets 73390 - 73390
Total assets 28 551 002 18 909 389 47 460 391
Liabilities
Banks' and financial institutions' deposits 3726331 26 668 3752999
Customer deposits 30 443 086 639 066 31082 152
Cash margin 2544011 17 415 2561 426
Borrowed funds 123 349 147 836 271185
Provision for income tax 242 377 - 242 377
Other Provisions 259 795 - 259 795
Other liabilities and financial derivatives - negative fair value 784 552 340 093 1124 645
Deferred tax liabilities 1276 - 1276
Total liabilities 38124 777 1171078 39 295 855
Net (9 573 775) 17 738 311 8 164 536
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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, 2017

More than 1
Withinl Year  Yearandupto5 Morethan5 Years Total
Years
USD '000 USD '000 USD '000 USD '000
1983 811 37088 - 2020 899
615 031 12 560 - 627 591
692 877 178 387 17 696 888 960
4 225 259 1 647 532 373879 6246 670
2739482 923 654 106 783 3769919
4675784 485 107 177 205 5 338 096
14 932 244 3284 328 675 563 18 892 135
2827 10724 - 13551
6 036 1964 - 8 000
5538 20 187 20 686 46 411
14 401 32875 20 686 67 962
December 31, 2016
More than 1
Within 1 Year  Yearandupto5 Morethan5 Years Total
Years
USD '000 USD '000 USD '000 USD '000
2132727 23432 - 2 156 159
639 065 14 093 - 653 158
680 695 209 290 31689 921674
3809591 1838 842 1128180 6776 613
2799 246 857 231 558 173 4 214 650
4 437 406 444 920 57 680 4 940 006
14 498 730 3387 808 1775722 19 662 260
2108 17 805 - 19913
8535 2134 954 11623
4712 9958 22 361 37 031
15 355 29 897 23315 68 567
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52. Capital Management

On October 31, 2016, The Central Bank of Jordan announced the instructions of capital management according to
Basel 111 standards and stopped Basel Il 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 I1I standards is as follows:

December 31,

December 31,

2017 2016

USD '000 USD '000
Common Equity Tier 1 7674586 7 456 409
Regulatory Adjustments ( Deductions from Common Equity Tier 1) (2 656 601) (2510 358)
Additional Tier 1 10 493 10 462
Supplementary Capital 416 673 385951
Regulatory Adjustments ( Deductions from Supplementary Capital) - -
Regulatory Capital 5445 151 5342 464
Risk-weighted assets (RWA) 35638 251 34 533 868
Common Equity Tier 1 Ratio %14.08 %14.32
Tier 1 Capital Ratio %14.11 %14.35
Capital Adequacy Ratio %15.28 %15.47

- 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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53. Transactions with Related Parties

The details of this item are as follows:

Associated companies
Major Shareholders and Members of the

Board of Directors

Associated companies
Major Shareholders and Member of the

Board of Directors

December 31, 2017

Deposits Owed Dlre(-:t- (_Sredlt Deposits Owed L.C.S’ LGs, .
Facilities at Unutilized Credit
from Related . to Related o
A Amortized . Facilities and
Parties Parties
Cost Acceptances
USD '000 USD '000 USD '000 USD '000
135 864 - 112 094 96 837
- 267 917 361 567 102 448
135 864 267 917 473 661 199 285
December 31, 2016
Deposits Owed Dlre(-;t- (?redlt Deposits Owed L'C's, LGs, .
Facilities at Unutilized Credit
from Related . to Related _
A Amortized . Facilities and
Parties Parties
Cost Acceptances
USD '000 USD '000 USD '000 USD '000

231 423 - 119573 92714
- 479 288 452 648 98 567
231423 479 288 572 221 191 281

- 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:

Associated companies

Associated companies

2017

Interest Income  Interest Expense

USD '000 USD '000

1906 1252

2016

Interest Income  Interest Expense

USD ‘000 USD '000

2143 2249

- Direct credit facilitates granted to key management personnel amounted to USD 1.5 million and indirect credit facilities
amounted to USD 8.5 thousand as of December 31,2017 (USD 1.6 million direct credit facilities and USD 8.5 thousand indirect

credit facilities as of December 31, 2016).

- Deposits of key management personnel amounted to USD 2.8 million as of December 31, 2017 (USD 3 million as of December

31, 2016)

- 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
60.4 million for the year ended on December 31, 2017 (USD 56.7 million for the year ended on December 31, 2016).
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54. Earnings Per Share

The details of this item are as follows:

Profit for the year attributable to Shareholders of the Bank

Average number of shares

Earnings Per Share (Basic and diluted)

55. Assets under management

December 31,

2017 2016

USD '000 USD '000
521 961 522 187

Thousand Shares

640 800 640 800
USD / Share
0.81 0.81

Assets under management as of December 31, 2017 amounted to USD 3,502 million
(USD 3,442 million as of December 31,2016). These assets under management are not included in

the Group consolidated financial statements.

56. Cash and Cash Equivalent

The details of this item are as follows:

Cash and balances with central banks maturing within 3 months

Add: balances with banks and financial institutions maturing within
3 months

Less: banks and financial institutions deposits maturing within 3
months

Total
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December 31,

2017 2016

USD '000 USD '000

7 582 064 7809 343
3192 234 3822181
3419 343 3 281 686
7 354 955 8 349 838




57. Legal Cases

In 2004, a number of civil lawsuits were filed against Arab Bank plc in the Eastern District
of New York by U.S. plaintiffs and non-U.S. plaintiffs alleging that the Bank provided
financial services to individuals and entities who were alleged to have some affiliation with
individual "terrorists” or "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.

Regarding the claims filed by the U.S. plaintiffs by virtue of the Anti-Terrorism Act (ATA),
after a civil trial, on September 22, 2014, the Bank was found liable for the damages caused
by the alleged attacks perpetrated by Hamas.

Following the liability trial, the District Court scheduled a trial date for damages on August
17, 2015, to determine the amount of damages suffered by the plaintiffs (a “bellwether”
damages trial). 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 said agreement.

Pursuant to the terms of the settlement agreement, the parties agreed to forego the
bellwether damages trial and to proceed to appeal the “liability” verdict. The parties already
filed their respective appellate briefs and the Court of Appeals heard oral argument in the
case on May 16, 2017.

The settlement agreement has been entered into upon acceptable terms and without
admission by the Bank of liability of any wrongdoing. This settlement agreement will put
an end to this litigation, which has been outstanding since July 2004, 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.

The claims filed by non-U.S. citizens by virtue of the Alien Tort Statute (ATS) were
dismissed by the court in August 2013. Following the appeal filed by said plaintiffs, a panel
of the Second Circuit Court of Appeals affirmed the district court’s 2013 decision to dismiss
the foreign plaintiffs’ claims on December 8, 2015 and on May 9, 2016 the Court of Appeals
en banc ruled in favor of the Bank and affirmed the decision of the Court of Appeals,
dismissing all claims against it. The plaintiffs have petitioned the U.S. Supreme Court to
review the decision. On April 3, 2017, the Supreme Court agreed to hear the case. The ATS
Plaintiffs’ brief was filed on June 20, 2017, the Bank’s opposing brief was filed on August
21, 2017 and the ATS Plaintiffs’ reply brief was filed on September8, 2017. The U.S.
Supreme Court heard oral argument in the case on October 11, 2017.The Bank and its U.S.
Counsel are confident that, based on its own precedents, the Supreme Court will concur with
the decisions of the lower courts and rule in favor of the Bank.

There are other lawsuits filed against the Group totaling USD 164.1 million as of December
31, 2017 (USD 143.6 million as of December 31, 2016).

In the opinion of the management and the lawyers representing the Group in the litigations
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 17 million as of December
31, 2017 ( USD 18.3 million as of December 31, 2016).
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58. Comparative Figures
Some comparative figures in the consolidated financial statements for the year 2016 have been
reclassified to be consistent with the year 2017 presentation and it did not cause any changes
in last years operating results.
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INDEPENDENT AUDITORS’ 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, 2017, 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 the Bank as of December 31, 2017, 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 Auditing. 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.

Emphasis of matter

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

Other Matter

The financial statements for the year ended 31 December 2016 were audited by Deloitte &
Touche (Middle East) — Jordan as the sole auditor of the Bank for the year 2016. Unqualified
opinion was issued on the financial statements on 29 January 2017. Ernst & Young — Jordan
and Deloitte & Touche (Middle East) — Jordan were appointed as joint auditors of the Bank
for the year 2017 in accordance with Central Bank of Jordan regulations for corporate
governance.
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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. For each matter
below, our description of how our audit addressed the matter provided in that context.

Provision for Lawsuits and Legal Claims Scope of Audit procedures to Address
Risks the Risk

According to the International Financial | Our audit procedures included obtaining
Reporting Standards, the Bank has to estimate | support from internal and external legal
the provision for lawsuits and legal claims, in | counsels handling the lawsuits in evaluating
particular the lawsuit and the related settlement | the adequacy of management's estimates
in the United States of America, legal claims | and probabilities of the expected outcome,
associated with it, and the reserving against | in particular to those related to assessing the
these claims at the end of each reporting | associated risks and contingent liabilities. In
period. Moreover, since the provision for legal | addition, our procedures included assessing
claims is based on accounting estimates, it was | the adequacy of the disclosures of the legal
considered a key audit matter since the | cases and the related settlement in the
assessment process depends heavily on | United States of America as set out in Note
professional judgment which is based on the | (56).

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 | Scope of Audit procedures to Address
Credit Facilities and suspension of interest | the Risk
on non-performing loans

The provision for impairment of credit facilities | The performed audit procedures included
is considered a key audit matter to the financial | understanding the nature of the credit
statements, as its calculation requires | facilities portfolio, testing the internal control
assumptions, management’s use of estimates | system followed in credit granting, booking
for deterioration in credit ratings and the [ and monitoring, and assessing the
probabilities that credit facilities will not be | reasonableness of management'’s estimates
collected as a result of the deteriorating in | of the provision for impairment. We also
economic and financial conditions and in the | have understood the Bank's policy in
case of inadequate guarantees. calculating the provision, and tested a
sample of performing, watch-list, and non-
The nature and characteristics of credit | performing credit facilities at the Bank level
facilities granted to these debtors vary from | as a whole. We have evaluated the factors
one sector to another and from one country to | affecting the calculation of the provision for
another, due to the external wide span of the | impairment of credit facilities. This included
Bank. Therefore, the impairment provision | evaluating the available collaterals,
calculation methodology varies due to varied | customers’ financial net worth,
sectors and varied risk assessment relating to | management’'s estimates of future cash
those countries and their legal and regulatory | flows, and regulatory requirements issued
requirements. by central banks.
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Furthermore, Interest is suspended after 90
days from impairment event (default date),
Judgment is applied as to determining when
the default date occurred which affects the
amount of interest to be suspended.

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

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

Moreover, Our audit procedures over the
interest in suspense included selecting a
sample from the schedules of non-
performing loans and interest in suspense,
and tested suspended interest including
recalculation in accordance with CBJ
regulations, and assessing the criteria used
by management for determining the
impairment event.

Disclosures of interest in suspense are
detailed in Note (10) to the financial
statements.

Valuation of Unquoted Investments

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

Scope of Audit procedures to Address
the Risk

As a result of the lack of quoted market
prices for these investments, the valuation
technique for unquoted investments was 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
finance team management. Moreover, our
audit procedures included testing the
internal controls related to the used
valuation techniques and assumptions used
to assess the reasonableness of the
valuation model and appropriateness of the
related assumptions.
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‘ 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 s
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 statement of other
comprehensive income.

Scope of Audit procedures to Address
the Risk |
Our audit procedures included testing the |
internal control system which related to the
use 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.

Valuation of Financial Derivatives

The valuation of Derivatives is a complex area
that requires the use of models and forecasting
of future cash flows including other factors to
determine the fair value of the Derivatives. The
details of financial derivatives are disclosed in
Note (40).

Scope of Audit procedures Risk
Approach

Our audit procedures included an
assessment of the methodology and
appropriateness of the valuation models
prepared by the Bank. As part of these audit
procedures, we assessed the
reasonableness of key inputs used in the
valuation such as expected cash flows and
discount rates by benchmarking them with
external data.

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 financial statements
and our auditors’ report thereon. The Annual Report is expected to be made available to us
after the date of this auditors’ 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.
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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
concern and using the going concern 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.

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 Auditing, we exercise
professional judgment 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.

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

e 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.

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 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 books of accounts which are in agreement with the financial
statements. We recommend that the General Assembly of the shareholders to approve these
financial statements.

= .
o\ 3}"“‘“) oisd '-Uiqg

Amman - Jordan
January 30, 2018

\ o )
N\ %ttan ne
Ernst & Young — Jordan, .« Deloitte &Fauche (Riddle#Fast) - Jordan

St T [0



ARAB BANK PLC

(A PUBLIC SHAREHOLDING COMPANY)

AMMAN - JORDAN

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
Investments in subsidiaries and associates
Fixed assets
Other assets
Deferred tax assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' 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
Foreign currency translation reserve
Investment revaluation reserve
Retained earnings
Total Shareholders' Equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The accompanying notes from (1) to (57) are an integral part of these financial statements
and should be read with them .

-1 -

December 31,

Note 2017 2016
JD '000 JD '000
5 3270576 3416 485
6 3063 256 3432626
7 67 067 50 450
8 66 482 102 531
40 10 330 9892
10 11 947 106 11 186 472
9 164 912 222 463
11 4286 264 4397 851
12 965 933 925 837
13 216 816 221973
14 257 678 248 643
15 45 152 39023
24 361 572 24 254 246
16 1793025 1804 177
17 16 178 826 16 250 612
18 1761 864 1663016
40 9517 17 859
19 63 741 147 564
20 122 264 115 248
21 199 586 145015
22 681 898 609 207
23 942 793
20 811 663 20 753 491
24 640 800 640 800
24 859 626 859 626
25 561 811 531374
26 614 920 614 920
27 583 695 583 695
28 220 468 200 468
29 (221 600) (281 492)
30 (207 437) (192 069)
31 497 626 543 433
3549 909 3500 755
24 361 572 24 254 246




ARAB BANK PLC

(APUBLIC 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

Dividends from 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 2017 2016

JD '000 JD '000
32 1120039 1063 885
33 454 857 439 220
665 182 624 665
34 154 172 167 311
819 354 791976
35328 28 441
35 1765 1224
9 4838 5413
36 97 043 86 947
37 17 903 22 286
976 231 936 287
38 217 232 209 664
39 196 343 195 358
13-14 28 203 26 705
10 167 775 111 419
21 62 302 71307
671 855 614 453
304 376 321834
20 109 351 109 420
195 025 212 414

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

and should be read with them.



ARAB BANK PLC
(A PUBLIC SHAREHOLDING COMPANY)
AMMAN - JORDAN
STATEMENT OF COMPREHENSIVE INCOME

For the Year Ended

December 31,
Notes 2017 2016
JD '000 JD '000

Profit for the year 195 025 212 414
Add: Other comprehensive income items - after tax
Items that will be subsequently transferred to the statement of income

Exchange differences arising on the translation of foreign operations 29 59 892 (59 966)
Items that will not be subsequently transferred to the statement of income
Change in fair value of financial assets at fair value through other comprehansice income 30 (13 625) (8557)

Net change in fair value of financial assets at fair value through other comprehensive income (15 368) (8328)

Gain (Loss) from sale of finacial assets at fair value through the statement of comprehansive income 1743 ( 229)
Total Other Comprehensive Income Items - After Tax 46 267 (68 523)
TOAL COMPREHENSIVE INCOME FOR THE YEAR 241 292 143 891

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

statements and should be read with them.



* WY} YIM PBII 3q PINOYS PUE SIUSWAIL)S [BIoURUIY 953y} Jo 1ed [eiSajur ue a1e (£6) 03 (1) woiy sajou Suikueduiodoe oy,

*SUOIIONJISUI UOISSILULLOD S3111IN0SS UBpJOr 8y} 01 BUIpJ0ooE PajoLiIsal SI 30UB[Rq aAIaSal UOITEN[eAS) JUSWISaAUI sAITeBau ay) sluasaidal Yolym ‘/TOZ ‘TS Jaquiaoad 40 Se uoljjiw (y°20z) A 4O JUNOWE Ue JO asN 8y

‘uepJor Jo Mueg [enus) ayy woly jeaoidde Joud saainbal pue paloLIIsal SI 9AIBSaY Ysiy Buiyueg [eJauas) ay) JO asn ay ]

'/T02 'TE 18qwadaq 40 se (6) Sy4I Jo uondope ay) Jo 3nsal e se uoljjiw (2°0%) Ar 40 SSO| pazijeaiun apnjoul sBulues paurelal ay | x

*JT0Z ‘TE 18qwiada( 40 Se uol|jiw g dr 0} paunowe spiepuels fununoddy [euoreulsiu] urenad Bundope 40 3jnsal & Se S30UBISWNDIID UTeNad Japun 1daoxa pazijiin asIMIaY1o Jo paingLisip
30 10UUBD ey} sBuluIea paurelal PaloLIsay “UoI||IW 9°0 A 40 JUNOWe ay} Ul sso| Jo 11joid YyBnoiy} anjen Jrey Te s1asse [eloueuly WOy urel pazijeaiun se [|9Mm Sse ‘Uol||IW Z'Gy A 40 JUNOWe 8y} Ul S19SSe Xe) Paiiajap Palolisal apnjoul sBulules paurelsy «

GG/ 00S € €EV VS (690 26T ) (z6v7 182) 89% 002 669 €85 026 719 VL€ TES 929 6G8 008 0v9

(z2071) (z201) - - - - - - - -

(00z 091) (00Z 097) - - - - - - - - 1€
- (622 ) 622 - - - - - - - 6
- (egT 28) - - - - - €8T 2€ - -

168 EVT vy 212 (2868) (996 65) - - - - - -

(€2589) - (2658) (996 65 ) - - - - - -

vy 2l vIv 212 - - - - - - - -

V181G € 80/ ¥2S (Tv2 €8T1) (9zs122) 89¥ 002 669 €85 026 719 16T 66 929 658 008 0v9

606 617G € 929 L6V (Lev 202) (009 T22) 89% 022 G69 €85 026 ¥T9 118 T9S 929 658 008 0v9

20T 20T - - - - - - - -

(ovz z61) (ovz z6T) - - - - - - - - 1€
- EVLT (ev2 1) - - - - - - - 6
- (000 02) - - 000 02 - - - - -

- (Levog) - - - - - LeY 0 - -

262 TV G20 G6T (Sz9¢€tT) 268 65 - - - - - -

192 97 - (Sz9€1) 268 65 - - - - - -

G20 S6T G20 6T - - - - - - - -

GG/ 00S € €EV VS (690 26T) (z6v 182) 89% 002 G69 £85 026 719 1€ TES 929 658 008 0v9

000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar
A1nb3g EUNER:N anlasay an1asay
SI9D|OYBIEYS sbuiuieg uonen[ensy uorne|sue. | st Bupjueg 3A13S9Y EYVESEH | ETS S| wniwaad lended a10N
10,1 paulelsy JBLISAAU] \A“Mwm_‘_‘_o:u_o [e1aus9) |eJauss Areyunjon Ai101n1e1s aJeys ateys

Je3A 8U1 JO pu3g 8y} Je sduefeg

Jeak ayy Buunp uswisnlpy

pred spuspiAlg

sBuluses paurelal 0) pailajsuel} aAIaSI UOIEN|LAS] JUBLISBAU]
anJasal A1oiniels 0} pallaysuel |

JB3A 38U} 10} BWOJU| dAISUBYa4dwo) [e10 L

J1eak 3y} 10} 8WOaUl dAISUBYaIdWOI Jay1Q

1eak ayy Joy 11joid

Jeak ayy Jo BurluuiBag ay) 1e aoueeg

9T0¢ 'T€ 18qWiadaQ papuz JeaA aul 104

Je3A 38Ul JO pu3g 8yl Je sduefeg

Jeak ay1 Buunp uswisnlpy

pred spuspinlg

sBuluses paurelal 0) paiiajsuel} aAISS) UOIIEN|BAS] JUBLISBAU]
9AJI9S3J MsI Bupjueq [elauab 01 paiaysuel |
anJasal A1oinjes 0} pallaysuel |

Je3A 3y} 10} BWOdU| dAISUaYasdwo) [ero |
Jeak 3y 10j aWodUl dAISUBYaIdwod Jsyl0
J1eak ayy Joy 11joid

Jeak ayy Jo Buruuibaqg ay3 e asueeg

7T0Z 'T€ 18quiadag pspus Jes A ayr 10J

ALINOT .SY43ATOHIIVHS NI SIONVHD 40 INJFNILVIS

NVAdor - NVINWY

(ANVdINOD ONIQTOHIIVHS J178Nd V)

O71d NV avdv



ARAB BANK PLC
(APUBLIC SHAREHOLDING COMPANY)

AMMAN - JORDAN
STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year before tax

Adjustments for:

Depreciation

Provision for impairment - direct credit facilities at amortized cost
Net interest income
(Gain) from sale of fixed assets
amortization intangible assets
(Gain) from revaluation of financial assets at fair value through profit or loss
Dividends from financial assets at fair value through other comprehensive income
Dividends from subsidiaries and associates
Other provisions
Total

(Increase) Decrease in Assets

Balances with central banks (maturing after 3 months)

Deposits with banks and financial institutions (maturing after 3 months)
Direct credit facilities at amortized cost

Financial assets at fair value through profit or loss

Other assets and financial derivatives

(Decrease) Increase in Liabilities:

Banks and financial institutions deposits (maturing after 3 months)
Customer deposits

Cash margin

Other liabilities and financial derivatives

Net Cash (Used in) Operating Activities before Income Tax
Income tax paid

Net Cash (Used in) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Sale (Purchase) of financial assets at fair value through other comprehensive income
Maturity of other financial assets at amortized cost

Proceeds from (paid for) of investments in subsidiaries and associates - net

Dividends from subsidiaries and associates
Dividends from financial assets at fair value through other comprehensive income
(Purchase) of fixed assets
Proceeds from selling fixed assets
(Purchase) of intangible assets - net
Net Cash Generated by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
(Decrease) Increase in borrowed funds
Dividends paid to shareholders
Net Cash (Used in) Financing Activities
Net (Decrease) in Cash and Cash Equivalent
Exchange differences - change in foreign exchange rates
Cash and cash equivalent at the beginning of the year
Cash and Cash Equivalent at the End of the Year

The accompanying notes from (1) to (57) are an integral part of these financial statements and should be read with them.

5.

For the Year Ended December 31,

Note 2017 2016
JD 000 JD 000

304 376 321834
13 24 410 23507
10 167 775 111 419
22068 (15 028)
( 896) (3 934)
14 3793 31098
35 ( 574) ( 776)
9 (4838) (5413)
36 (97 043) (86 947)
21 62 302 71307
481 373 419 167

(17 730) -
(16 617) (447 429)
(942 551) (32 914)
36 623 142 851
(11 195) 36 662
47088 116 303
(71 786) (1288 086)
98 848 78 577
34960 (407 104)
(360 987) (1381973)
(105 655) (148 124)
(466 642) (1530 097)
43 926 (11 231)
111587 761 302
30928 (11 937)
36 97 043 86 947
9 4838 5413
13 (25 051) (63 398)
6526 11806
(6257) (7 159)
263 540 771743
(83 823) 139 560
(190 854) (158 630)
(274 677) (19 070)
(477 779) (777 424)
3010 (10 162)
4768 226 5555 812
55 4293 457 4768 226




ARAB BANK PLC
(APUBLIC SHAREHOLDING COMPANY)
AMMAN - JORDAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

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 125 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 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) onJanuary 27, 2018 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)

a. New standards, interpretations and amendments adopted by the Bank

The accounting policies used in the preparation of the financial statements are consistent with those
used in the preparation of the annual financial statements for the year ended 31 December 2016
except for the followings:

Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

Limited amendments which require entities to provide disclosures about changes in their liabilities
arising from financing activities, including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses). However, the adoption of these amendments have
no impact on the Group’s consolidated financial statements.

Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for
un-recognised Losses

Limited amendments to clarify that an entity needs to consider whether tax law restricts the sources
of taxable profits against which it may make deductions on the reversal of that deductible temporary
difference and some other limited amendments, the adoption of these amendments have no impact
on the Group’s consolidated financial statements

b. New and revised IFRSs in issue but not yet effective and not early adopted

The standards and interpretations that are issued but not yet effective, up to the date of issuance of
the Bank’s financial statements are disclosed below. The Bank intends to adopt these standards, if
applicable, when they become effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39
Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9
brings together all three aspects of the accounting for financial instruments project: classification and
measurement, impairment and hedge accounting. The Bank has implemented the first phase of IFRS
9 as issued during 2009. The date of initial implementation of the first phase of IFRS 9 was 1 January
2011.

The new version of IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with
early application permitted. Except for hedge accounting, retrospective application is required,;
however, the entities are exempted from restating their comparative information.

-6-



The Bank plans to adopt the new standard on the required effective date and will not restate
comparative information. During 2017, the Bank has performed a detailed impact assessment of
IFRS 9. This assessment is based on currently available information and may be subject to changes
arising from further reasonable and supportable information being made available to the Bank in
2018 when the Bank adopts IFRS 9. The Bank expects based on preliminary figures an increase in
the loss allowance for an amount of JD 49 million resulting in an equal negative impact on equity,
as well as it might affect the deferred taxes. In addition, the Bank will implement changes in
classification of certain financial instruments.

(a) Classification and measurement

The Bank does not expect a significant impact on its balance sheet or equity on applying the new
classification and measurement category of IFRS 9. It expects to continue being measured at
amortised cost and to use the new category starting from 1 January 2018 for classifying part of the
debt securities portfolio to be measured at fair value through OCI.

Credit facilities are held to collect contractual cash flows and are expected to give rise to cash flows
representing solely payments of principal and interest. The Bank analysed the contractual cash flow
characteristics of those instruments and concluded that they meet the criteria for amortised cost
measurement under IFRS 9. Therefore, reclassification for these instruments is not required.

(b) Impairment
The new impairment guidance sets out an expected credit loss (ECL) model applicable to all debt
instrument financial assets classified as amortized cost or FVTOCI. In addition, the ECL model

applies to loan commitments and financial guarantees that are not measured at FVTPL

Incurred Loss versus Expected Loss Methodology

The application of ECL will significantly change the credit loss methodology and models. ECL
allowances represent credit losses that should reflect an unbiased and probability-weighted amount
which is determined by evaluating a range of possible outcomes, the time value of money and
reasonable and supportable information about past events, current conditions and forecasts of future
economic conditions. This compares to the present incurred loss model under 1AS 39 that
incorporates a single best estimate, the time value of money and information about past events and
current conditions. The objective of the new impairment standard is to record lifetime losses on all
financial instruments which have experienced a significant increase in credit risk (SICR) since their
initial recognition. As a result, ECL allowances will be measured at amounts equal to either (i) 12-
month ECL or (ii) lifetime ECL for those financial instruments which have experienced a SICR
since initial recognition. This compares to the present incurred loss model which recognizes
lifetime credit losses when there is objective evidence of impairment and also allowances for
incurred but not identified credit losses. Because of the inclusion of relative credit deterioration
criteria and consideration of forward looking information, the ECL model eliminates the threshold
or trigger event required under the incurred loss model, and lifetime ECL are recognized earlier
under IFRS 9.



Stage Migration and Significant Increase in Credit Risk

e  For non-impaired financial instruments:

o Stage 1 is comprised of all non-impaired financial instruments which have not
experienced a SICR since initial recognition. Entities are required to recognize 12 months
of ECL for stage 1 financial instruments. In assessing whether credit risk has increased
significantly, entities are required to compare the risk of a default occurring on the financial
instrument as at the reporting date, with the risk of a default occurring on the financial
instrument as at the date of initial recognition.

» Stage 2 is comprised of all non-impaired financial instruments which have experienced a
SICR since initial recognition. Entities are required to recognize lifetime ECL for stage 2
financial instruments. In subsequent reporting periods, if the credit risk of the financial
instrument improves such that there is no longer a SICR since initial recognition, then
entities shall revert to recognizing 12 months of ECL.

e  For impaired financial instruments:

Financial instruments are classified as stage 3 when there is objective evidence of impairment as a
result of one or more loss events that have occurred after initial recognition with a negative impact
on the estimated future cash flows of a loan or a portfolio of loans. The ECL model requires that
lifetime ECL be recognized for impaired financial instruments, which is similar to the current
requirements under IAS 39 for impaired financial instruments.

For the business and government portfolios, the individually assessed allowances for impaired
instruments recognized under 1AS 39 will generally be replaced by stage 3 allowances under IFRS
9, while the collective allowances for non-impaired financial instruments will generally be replaced
by either stage 1 or stage 2 allowances under IFRS 9. For the retail portfolios, the portion of the
collective allowances that relate to impaired financial instruments under IAS 39 will generally be
replaced by stage 3 allowances, while the non-impaired portion of the collective allowances will
generally be replaced by either stage 1 or stage 2 allowances under IFRS 9

Key Drivers of Expected Credit Loss

The following concepts are subject to a high level of judgment, will have a significant impact on the
level of ECL allowances and will be the cause of increased volatility of allowances:

» Determining when a SICR of a financial asset has occurred,

* Measuring both 12-month and lifetime credit losses,

* Incorporating forward-looking information using multiple probability-weighted scenarios, and
Collateral and quality.



Other New and revised IFRSs

IFRS 15 Revenue from Contracts with Customers

IFRS 15 specifies the accounting treatment for all revenue
arising from contracts with customers. It applies to all entities
that enter into contracts to provide goods or services to their
customers, unless the contracts are in the scope of other
IFRSs, such as IAS 17 Leases. IFRS 15 supersedes IAS 11
Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer
Loyalty Programmes, IFRIC 15 Agreements for the
Construction of Real Estate, IFRIC 18 Transfers of Assets
from Customers; and SIC-31 Revenue—Barter Transactions
Involving Advertising Services.

Amendments to IFRS 10 and IAS 28:Sale or Contribution
of Assets between an Investor and Its Associate or Joint
Venture

The amendments address the conflict between IFRS 10 and IAS
28 in dealing with the loss of control of a subsidiary that is sold
or contributed to an associate or joint venture. The amendments
clarify that the gain or loss resulting from the sale or
contribution of assets that constitute a business, as defined in
IFRS 3, between an investor and its associate or joint venture,
is recognised in full. Any gain or loss resulting from the sale or
contribution of assets that do not constitute a business, however,
is recognised only to the extent of unrelated investors' interests
in the associate or joint venture.

IFRS 2 Classification and Measurement of Share-based
Payment Transactions - Amendments to IFRS 2

The IASB issued amendments to IFRS 2 Share-based Payment
that address three main areas: the effects of vesting conditions
on the measurement of a cash-settled share-based payment
transaction; the classification of a share-based payment
transaction with net settlement features for withholding tax
obligations; and accounting where a modification to the terms
and conditions of a share-based payment transaction changes its
classification from cash settled to equity settled.

IFRS 16 Leases
During January 2016, the IASB issued IFRS 16 “Leases” which
sets out the principles for the recognition, measurement,
presentation and disclosure of leases.
IFRS 16 substantially carries forward the lessor accounting
requirements in IAS 17. Accordingly, a lessor continues to
classify its leases as operating leases or finance leases, and to

-9-

Effective for annual periods beginning

on or after

The standard is effective for annual
periods beginning on or after 1 January
2018, and early adoption is permitted

The standard is effective for annual
periods beginning on or after 1
January 2019, and early adoption is
permitted

Entities may apply the amendments
prospectively and are effective for
annual periods beginning on or after 1
January 2018, with early application
permitted

The new standard will be effective for
annual periods beginning on or after 1
January 2019. Early application is
permitted



account for those two types of leases differently.

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

IFRS 17 Insurance Contracts

IFRS 17 provides a comprehensive model for insurance
contracts covering the recognition and measurement and
presentation and disclosure of insurance contracts and replaces
IFRS 4 -Insurance Contracts. The standard applies to all types
of insurance contracts (i.e. life, non-life, direct insurance and
re-insurance), regardless of the type of entities that issue them,
as well as to certain guarantees and financial instruments with
discretionary participation features. The standard general
model is supplemented by the variable fee approach and the
premium allocation approach.

Transfers of Investment Property (Amendments to IAS 40)
The amendments clarify when an entity should transfer
property, including property under construction or development
into, or out of investment property. The amendments state that
a change in use occurs when the property meets, or ceases to
meet, the definition of investment property and there is
evidence of the change in use. A mere change in management’s
intentions for the use of a property does not provide evidence
of a change in use.

Amendments to IFRS 4 Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance Contracts

In September 2016, the IASB issued amendments to IFRS 4 to
address issues arising from the different effective dates of IFRS 9
and the upcoming new insurance contracts standard (IFRS 17).
The amendments introduce two alternative options for entities
issuing contracts within the scope of IFRS 4, a temporary
exemption from implementing IFRS 9 to annual periods
beginning before 1 January 2021 at latest and an overlay
approach that allows an entity applying IFRS 9 to reclassify
between profit or loss and other comprehensive income an
amount that results in the profit or loss at the end of the reporting
period for the designated financial assets being the same as if an
entity had applied IAS 39 to these designated financial assets.

-10-

The new standard will be effective for
annual periods beginning on or after 1
January 2021. Early application is
permitted

Entities should apply the amendments
prospectively and effective for annual
periods
January 2018. Early application of the

beginning on or after 1

amendments is permitted and must be
disclosed.

The amendment is effective
for annual periods beginning
on or after 1 January 2018,
and early adoption is
permitted



designated financial assets being the same as if an entity had
applied IAS 39 to these designated financial assets.

IFRIC Interpretation 22 Foreign Currency Transactions and
Advance Consideration

The interpretation clarifies that in determining the spot exchange
rate to use on initial recognition of the related asset, expense or
income (or part of it) on the derecognition of a non-monetary asset
or non-monetary liability relating to advance consideration, the
date of the transaction is the date on which an entity initially
recognises the nonmonetary asset or non-monetary liability
arising from the advance consideration. Entities may apply the
amendments on a fully retrospective or prospective basis.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment
The Interpretation addresses the accounting for income taxes when tax
treatments involve uncertainty that affects the application of IAS 12 and
does not apply to taxes or levies outside the scope of IAS 12, nor does it
specifically include requirements relating to interest and penalties
associated with uncertain tax treatments. An entity must determine
whether to consider each uncertain tax treatment separately or together
with one or more other uncertain tax treatments.

The new interpretation will
be effective for annual
periods beginning on or after
1 January 2018. Early
application of interpretation
is permitted and must be
disclosed

The interpretation is
effective for annual
reporting periods beginning
on or after 1January 2019,
but certain transition reliefs
are available.

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 16 may have significant impact on amounts reported and disclosures made

in the Bank’s financial statements in respect of its leases.
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3. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation of financial statements

» The accompanying financial statements include the financial statements of the Bank’s branches
both in Jordan and abroad after eliminating inter-branch transactions and balances. 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.

= The Bank issues consolidated financial statements for Arab Bank plc and its subsidiaries, including
the financial statements of Arab Bank (Switzerland) Limited, to reflect the consolidated financial
position and results of operations at the level of the consolidated economic ownership of the Group.

Basis of preparation of financial statements

» The accompanying 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 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 Bank.

= The accounting policies adopted for the current year are consistent with those applied in the year
ended December 31, 2016 except for what is stated in note (2.A) to the financial statements.
Below are some of the major 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) below.
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B. Direct Credit Facilities

Direct credit facilities are measured at amortized cost and 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.

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’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.

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 rate prevailing at the date of evaluation.

Upon compilation, the financial assets and financial liabilities of the branches are translated from the
local 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.
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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.

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.
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I._Investments in Associates

An associate is an entity over which the Group has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee, but is not
control or joint control over those policies.

The considerations made in determining significant influence or joint control are similar to those
necessary to determine control over subsidiaries.

The Bank’s investments in its associates are accounted for using the cost method. The equity
method is used when preparing the consolidated financial statements for the Group

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 plc.

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:

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:

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

e 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.
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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 issuing
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 VValue 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)

- Equity investments that are not held for sale in the near future.

- These financial instruments are initially measured at their fair value plus transaction costs.
Subsequently, they are measured at fair value. Gains or losses arising on subsequent
measurement of these equity investments including the change in fair value arising from non-
monetary assets in foreign currencies are recognized in other comprehensive income in the
consolidated statement of changes in equity. The gain or loss on disposal of the asset is
reclassified from fair value reserve to retained earnings.

- These financial assets are not subject to impairment testing.

- Dividend income is recognized in the consolidated statement of income.

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.
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N. Impairment in the Value of the Financial Assets

-The Bank reviews the values 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.

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.
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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.

U. 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

4. Significant accounting judgements, estimates and assumptions

The preparation of the Bank’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities affected in future periods.

In the process of applying the Bank’s accounting policies, management has made various
judgements. Those which management has assessed to have the most significant effect on the
amounts recognised in the financial statements have been discussed in the individual notes of the
related financial statement line items.

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are also described in the individual notes of
the related financial statement line items below. The Bank based its assumptions and estimates on
parameters available when the financial statements were prepared. EXxisting circumstances and
assumptions about future developments, however, may change due to market changes or
circumstances arising that are beyond the control of the Bank. Such changes are reflected in the
assumptions when they occur.
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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 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 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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5. Cash and Balances with Central Banks
The details of this item are as follows:

Cash in vaults

Balances with central banks:
- Current accounts
- Time and notice
- Mandatory cash reserve
- Certificates of deposit

Total

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

December 31,

2017 2016
JD '000 JD '000
318171 255184
367 228 303 391
1373584 1557 835
954 848 837 167
256 745 462 908
3270576 3416 485

- Balances and certificates of deposit maturing after three months amounted to JD 17.7 million as of December 31, 2017 (There are no

balances and certificates of deposit maturing after three months as of December 31, 2016).

6. Balances with Banks and Financial Institutions

Local banks and financial institutions

Current accounts
Time deposits maturing within 3 months
Total

Abroad Banks and financial institutions

Current accounts
Time deposits maturing within 3 months
Certificates of deposit

Total

Total balances with Banks and Financial Institutions Local and Abroad

There are no non interest bearing balances as of December 31, 2017 and 2016.

The restricted balances amounted to JD 567.4 million as of December 31, 2017 and December 31, 2016.

7. Deposits with Banks and Financial Institutions
The details of this item are as follows:

Deposits with banks and financial institutions Local

Time deposits maturing after one year

Total

Deposits with banks and financial institutions abroad

Time deposits maturing after 3 months and before 6 months

Time deposits maturing after 6 months and before 9 months

Total

Total Deposits with banks and financial institutions Local and Abroad

There are no restricted deposits as of December 31, 2017 and 2016.
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December 31,

2017 2016
JD '000 JD "000
772 599
90 897 175 000
91 669 175 599

December 31,

2017 2016
JD '000 JD '000
1501759 1828 109
1452 104 1428918
17724 -
2971587 3257027
3063 256 3432 626

December 31,

2017 2016
JD '000 JD '000
15 000 15 000
15000 15000

December 31,

2017 2016
JD '000 JD '000
41422 35450
10 645 -
52 067 35450
67 067 50 450




8. Financial Assets at Fair Value through Profit or Loss

The details of this item are as follows:

December 31,

2017 2016
JD '000 JD '000
Treasury bills and Government bonds 44 457 80 322
Loans and advances 21010 21010
Corporate shares 1015 1199
Total 66 482 102 531

9. Financial Assets at Fair Value through Other Comprehensive Income

The details of this item are as follows:

December 31,

2017 2016
JD '000 JD '000
Quoted shares 121 699 170 182
Unquoted shares 43213 52 281
Total 164 912 222 463

* Cash dividends on the investments above amounted to JD 4.8 million for the year ended December 31, 2017 ( JD 5.4 million for the year
ended December 31, 2016).

* Realized gains that have been transferred from investment revaluation reserve to retained earnings amounted to JD 1.7 million as of
December 31, 2017 (Realized Losses that have been transferred from investment revaluation reserve to retained earnings amounted to JD
(229) thousand as of December 31, 2016)
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- The details of movement on the provision for impairment of direct credit facilities at 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
statement of financial position) *

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

Balance at the End of the Year

Balance at the beginning of the year

Impairment losses charged to income

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

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

Balance at the End of the Year

December 31, 2017

The Total includes

Corporates movement on the
Banks and Government realr'g\slf;[sn'gzns
Consumer Small and Financial and Public P follows
Banking Medium Large Institutions Sector Total
JD '000 JD *000 JD 000 JD 000 JD *000 JD '000 JD *000
83 762 53 407 575333 - 958 713 460 6 802
9872 16 225 164 817 - 575 191 489 1317
(16 414) (5 248) (187 871) - - (209 533) ( 414)
(5 800) (7261) (10 287) - ( 366) (23714) (1688)
6 ( 293) 287 - - - -
186 184 4950 - 26 5346 56
71612 57 014 547 229 - 1193 677 048 6073
December 31, 2016
The Total includes
Corporates movement on the
Banks and Government real-estate loans
Consumer  Small and Financial and Public pmf‘é'li';\’;sas
Banking Medium Large Institutions Sector Total
JD *000 JD *000 JD 000 JD 000 JD *000 JD *000 JD *000
89 577 49 155 494 590 674 1267 635 263 9767
10 656 11 389 137 205 - 1423 160 673 1674
( 356) (1066) (12 766) - - (14 188) ( 62)
(10 497) (5097) (32148) ( 674) ( 838) (49 254) (3 366)
- 608 340 - - 948 (1202)
(5618) (1582) (11888) - ( 894) (19982) (9
83 762 53 407 575 333 - 958 713 460 6802

- There are no provisions no longer required as a result of settlement or repayment, transferred to non-performing direct credit facilities as of December 31, 2017 and 2016.

- Impairment is assessed based on individual customer accounts.

* Non-performing direct credit facilities transferred to off statement of financial position amounted to JD 283.2 million as of December 31, 2017 (JD 4.7 million as of

December 31, 2016) noting that these non-performing direct credit facilities are fully covered by set provisions and suspended interest.
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The details of movement on interest and commissions in suspense are as follows:

Balance at the beginning of the year

Interest and commission suspended during the year

Interest and commission in suspense settled (written off or
transferred to off statement of financial position)

Recoveries
Adjustments during the year
Translation adjustments

Balance at the End of the Year

Balance at the beginning of the year

Interest and commission suspended during the year

Interest and commission in suspense settled (written off or
transferred to off statement of financial position)

Recoveries
Adjustments during the year
Translation adjustments

Balance at the End of the Year

December 31, 2017

Corporates

Banks and Government ~ The total includes
Consumer Small and Financial and Public interest and commission
) in suspense movement on
Banking Medium Large Institutions Sector Total real-estate loans as follows

JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
48 060 58 024 176 351 3870 - 286 305 7072
9505 8612 32101 769 - 50 987 1944
(19 068) (8024) (90 252) - - (117 344) ( 669)
(1766) (1227) ( 562) - - (3555) ( 652)
34 167 782 - - 983 5
36 765 57 552 118 420 4639 - 217 376 7700
December 31, 2016
Corporates

Banks and Government  The total includes
Consumer Small and Financial and Public I::;Z'S:f:ezzd;svmex'::;‘;’:\
Banking Medium Large Institutions Sector Total real-estate loans as follows

JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000

42044 56 810 158 823 3189 - 260 866 7501
10388 9201 31131 681 - 51 401 2355
( 665) (6435) (11541) - - (18 641) ( 349)
(3623) (1756) (1113) - - (6492) (2434)

( 80) 182 ( 102) - - - -
(4 22 ( 847) - - ( 829) (1)
48 060 58 024 176 351 3870 - 286 305 7072

Classification of direct credit facilities at amortized cost based on the geographical and economic sector as follows:

Economic Sector

Consumer Banking
Industry and Mining
Constructions

Real Estate

Trade

Agriculture
Tourism and Hotels
Transportation
Shares

General Service
Banks and Financial Institutions

Government and Public Sector

Net Direct Credit Direct Facilities at Amortized Cost

Inside Jordan

Outside Jordan

December 31, 2017

December 31, 2016

JD '000 JD '000 JD '000 JD '000
1001 037 1206 169 2207 206 2071178
859 110 1504 760 2363870 2008 629
304 600 1081994 1386 594 1275004
77 461 734751 812212 786 146
674 395 1579 652 2254 047 2146 765
89 202 28 087 117 289 47 876
143 999 21083 165 082 243 450
39 235 239 020 278 255 317 036
- 8500 8500 1785
444 299 1088 660 1532959 1397330
8630 57 283 65913 161 285
112 259 642 920 755179 729 988
3754227 8192879 11 947 106 11186 472
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11. Other Financial Assets at Amortized Cost

The details of this item are as follows:

Treasury bills

Government bonds and bonds guaranteed by the government
Corporate bonds

Less: Provision for impairment

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

Corporate 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,

2017 2016

JD "000 JD "000
1394 317 1448 618
2418 799 2456 242

475 980 495 823
(2832) (2832)
4286 264 4397 851

December 31,

2017 2016
JD '000 JD '000
160 135 134 684
4126 129 4263 167
4 286 264 4397 851

December 31,

2017 2016
JD '000 JD '000
347012 177 685
562 039 536 398
378 815 388435
1287 866 1102518
December 31,
2017 2016
JD '000 JD '000
1047 305 1270933
1856 760 1919 844
94 333 104 556
2998 398 3295 333
4286 264 4397 851

The details of movement on the provision 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,
2017 2016
JD '000 JD '000
2832 2832
2832 2832

There were no sold financial assets at amortized cost during the year ended December 31, 2017 (JD 102.2 million during the year ended December

31,2016)
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14. Other Assets

The details of this item are as follows:

Accrued interest receivable

Prepaid expenses

Foreclosed assets *

Intangible assets **

Other miscellaneous assets
Total

December 31,

* 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:

Balance at the beginning of the year
Additions
Disposals
Provision and impairment loss
Translation Adjustment

Balance at the End of the Year

Balance at the beginning of the year
Additions
Disposals
Provision and impairment loss
Translation Adjustment

Balance at the End of the Year

** The movement on intangible assets was as follows:

Balance at the beginning of the year
Additions

Disposals and adjustments during the year

Amortization during the year
Balance at the End of the Year

2017 2016
JD '000 JD '000
94 612 96 306
71248 71119
37724 32987
10 810 8 346
43284 39 885
257 678 248 643
2017
Land Buildings Others Total
JD '000 JD '000 JD '000 JD '000
9008 23728 251 32987
6515 2992 - 9507
( 418) (1778) - (2196)
(1035) (1559) - (2594)
- 20 - 20
14 070 23403 251 37724
2016
Land Buildings Others Total
JD '000 JD '000 JD '000 JD '000
9968 24 437 5451 39 856
368 2332 - 2700
( 984) (1487) (5 100) (7571)
(1337) (1550) ( 100) (1987)
(7) (4) - ( 11)
9008 23728 251 32987
December 31,
2017 2016
JD '000 JD '000
8 346 4385
6991 7703
( 734) ( 544)
(3793) (3198)
10 810 8 346
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15. Deferred Tax Assets
The details of this item are as follows:

Items attributable to deferred tax assets are as follows

Provision for impairment - direct credit facilities at amortized 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 follows:

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, 2017

Balance at Adjustments Balance at
the Amounts Amounts During the Year
A~ . the End of Deferred Tax
Beginning of Added Released and Translation the Year
the Year Adjustments
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
66 701 35477 (23180) 5 79 003 17726
38132 5856 (4904) - 39 084 11 756
11 658 8912 (8564) - 12 006 2591
27075 9261 (2123) 408 34621 13079
143 566 59 506 (38771) 413 164 714 45 152
December 31, 2016
Balance at Adjustments Balance at
the Amounts Amounts During the Year
- . the End of Deferred Tax
Beginning of Added Released and Translation the Year
the Year Adjustments
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
39 033 43 856 (16 206) 18 66 701 15 099
39 086 6370 (7324) - 38132 11498
7942 8214 (4498) - 11 658 2457
14 843 14 977 (2691) ( 54) 27075 9969
100 904 73417 (30719) ( 36) 143 566 39 023
2017 2016
JD 000 JD 000
39 023 27 699
15 621 19 694
(9 649) (8359)
157 (11)
45 152 39 023
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16. Banks and Financial Institutions Deposits

The details of this item are as follows:

December 31, 2017

December 31, 2016

Inside the Kingdom Outside the Kingdom Total Inside the Kingdom Outside the Kingdom Total
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
Current and demand 21 805 64 412 86 217 22534 73244 95778
Time deposits 74901 1631907 1706 808 90 436 1617 963 1708 399
Total 96 706 1696 319 1793025 112970 1691 207 1804 177
17. Customer Deposits
The details of this item are as follows:
December 31, 2017
Corporates
Consumer Banking small and Gogjtr)lrzgn:erltts:d Total
medium Large
JD '000 JD "000 JD "000 JD "000 JD '000
Current and demand 3916 715 1025 322 1190 636 202 146 6 334 819
Savings 1581 362 10702 5272 46 1597 382
Time and notice 4319 504 431776 2389 668 958 651 8099 599
Certificates of deposit 146 314 527 185 - 147 026
Total 9963 895 1468 327 3585761 1160 843 16 178 826

- Government of Jordan and Jordanian Public Sector deposits amounted to JD 235.7 million, or 1.5% of total customer deposits as of December 31, 2017 (JD 447.4

million, or 2.8 % of total customer deposits as of December 31, 2016).

- Non-interest bearing deposits amounted to JD 5625.9 million, or 34.8% of total customer deposits as of December 31, 2017 (JD 5525.2 million, or 34% of total

customer deposits as of December 31, 2016).

- Blocked deposits amounted to JD 57.7 million, or 0.36 % of total customer deposits as of December 31, 2017 (JD 57.4 million, or 0.35% of total customer deposits as

of December 31, 2016).

- Dormant deposits amounted to JD 156 million, or 0.96% of total customer deposits as of December 31, 2017 (JD 107.5 million, or 0.66% of total customer deposits as

of December 31, 2016).
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18. Cash Margin
The details of this item are as follows:

December 31,

2017 2016
JD '000 JD '000
Against direct credit facilities at amortized cost 1063 763 992 482
Against indirect credit facilities 694 987 668 734
Against margin trading 1750 622
Other cash margins 1364 1178
Total 1761 864 1663 016
19. Borrowed Funds
The details of this item are as follows:
December 31,
2017 2016
JD '000 JD "000
From central banks* 47 044 21584
From banks and financial institutions 16 697 125980
Total 63 741 147 564

Analysis of borrowed funds according to interest nature is as follows:
December 31,

2017 2016
JD '000 JD '000
Floating interest rate 9299 59 175
Fixed interest rate 54 442 88 389
Total 63 741 147 564

* During 2013, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to JD 4 million, for the duration of 15 years of
which 5 years are grace period 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 repaid semi-annually, with installments in March and September of each year. The
Balance of the loan as of December 31, 2017 amounted to JD 4 million (JD 4 million as of December 31, 2016).

* During 2014, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to JD 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 semi-
annually, with installments in March and September of each year. The Balance of the loan as of December 31, 2017 amounted to JD 2.6 million (JD 2.8 Million as of
December 31,2016).

* During 2015 and 2016, Arab Bank (Jordan branches) granted loans against medium term advances from the Central Bank of Jordan with fixed interest rate equal to
the discount rate disclosed on the grant day after deducting 2%, The advances are repaid in accordance with customers monthly installments which starts on January
2018 and ends on May 2027, these advances amounted JD 35.1 million as of December 31, 2017 (JD 12.8 million as of December 31, 2016)

* During 2016, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to JD 3.6 million, for the duration of 15 years of
which 5 years are 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
is repaid semi-annually, with installments in March and September of each year. The Balance of the loan as of December 31, 2017 amounted to JD 3.6 million (JD 2
million as of December 31, 2016).

* During 2017, Arab Bank (Jordan branches) signed a loan agreement with the Central Bank of Jordan amounting to JD 7.7 million, for the duration of 22 years of
which 5 years are grace period with a fixed interest rate of 3% (CBJ has the right to amend the interest rate every two years up to 3.5%). The agreement aims to
support SMEs and Extra Small Companies. The loan is repaid semi-annually, with installments in May and November of each year. The Balance of the loan as of
December 31, 2017 amounted to JD 1.7 million.

** During 2017, Arab Bank (Jordan Branches) signed loans agreements with Sumitomo Mitsui Banking Corporation in Dubai with fixed interest rate ranging between
(0.85% - 0.856%), the balance as of December 31, 2017 amounted to JD 16.7 million and the first contract matures in January 4, 2018 and the last one matures in
May 21, 2018.

** During 2016, Arab Bank (Jordan Branches) signed a loan agreement with National Bank of Abu Dhabi amounting to JD 53.2 million, for the duration of 2 years
with a floating interest rate of (2% + LIBOR 3 months). The bank settled the loan during the year 2017 (the laon balance as of December 31, 2016 amounted to JD
53.2 million).

** During 2016, Arab Bank (Bahrain Branches) borrowed from banks and financial institutions with fixed interest of (2.85%), the last contract matured in March 9,

2017 and the balance as of December 31, 2017 amounted to JD 0 million (JD 72.8 million as of December 31,2016).
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20. Provision for Income Tax

The details of this item are as follows:

Balance at the beginning of the year
Income 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

2017 2016
JD "000 JD 000
115 248 142 457
112 671 120 915
(105 655) (148 124)
122 264 115 248
2017 2016
JD "000 JD 000
112 671 120 915
(13118) (18 934)
9649 8359
149 -
- ( 920)
109 351 109 420

The banking sector income tax rate in Jordan is 35%, while the income tax rate in the countries where the bank has branches ranging between 0

to 37% as of 31 December 2017 and 2016.

The branches of Arab Bank plc have reached recent tax settlement ranging between 2016 for Arab Bank United Arab Emirates and 2012 for

Arab Bank Palestine and Arab Bank Lebanon.

21. Other Provisions

The details of this item are as follows:

Adjustments
During the
Balance at the Additions Utilized or Year and Balance at the
Beginning of during the transferred Returned to Translation End of the
the Year Year during the Year Income Adjustments Year
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
End-of-service indemnity 75941 10382 (7778) ( 295) 20 78 270
Legal cases 12 418 742 (@) (1971) 6 11188
Other 56 656 53 454 - ( 10) 28 110 128
Total 145 015 64578 (7785) (2276) 54 199 586
2016
Adjustments
During the
Balance at the Additions Utilized or Year and Balance at the
Beginning of during the transferred Returned to Translation End of the
the Year Year during the Year Income Adjustments Year
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
End-of-service indemnity 77479 10 896 (10 325) ( 529) (1580) 75 941
Legal cases 4972 7842 (86) (1297) (13) 12 418
Other 2960 53 407 - (12) 301 56 656
Total 85411 72 145 (10411) ( 838) (1292) 145 015
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22. Other Liabilities

The details of this item are as follows:

Accrued interest payable

Notes payable

Interest and commission received in advance

Accrued expenses

Other miscellaneous liabilities *

Total

* 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 liabilities are as follows:

Investment revaluation reserve
Other

Total

Investment revaluation reserve

Other

Total

December 31,

2017 2016
JD '000 JD '000
86 946 66 572
96 814 109 657
41 401 41333
20 444 19671
436 293 371974
681 898 609 207
2017
BBa;g?ncr?iigt:fe Amounts Amounts Trgnslation tBha:aEn:g 2;‘[ Deferred Tax
the Year Added Released Adjustments the Year
JD '000 JD 000 JD '000 JD '000 JD '000 JD '000
4438 - (4438) - - -
3155 660 - - 3815 942
7593 660 (4438) - 3815 942
2016
BBa;g?ncrfiigt:fe Amounts Amounts Tre'mslation lt?’halzlaIIEnnC(‘je 2;[ Deferred Tax
the Year Added Released Adjustments the Year
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
17 433 - (12 995) - 4438 -
5854 (2699) - 3155 793
23 287 (15694) - 7593 793
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- The details of movement on deferred tax liabilities are as follows:

2017 2016
JD '000 JD '000
Balance at the beginning of the year 793 7 816
Additions during the year 149 -
Amortized during the year - (7023)
Balance at the End of the Year 942 793

24. Share Capital

A. Share Cpaital amounted to JD 640.8 million distributed on 640.8 million shares at a nominal value of 1 JD
each as at December 31, 2017 and 2016.

B. Share premium amounted to JD 859.6 million as at December 31, 2017 and 2016.

25. Statutory Reserve

The statutory reserve amounted to JD 561.8 million as at December 31, 2017 (JD 531.4 million as at December
31, 2016) 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 31, 2017 and 2016. 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, 2017 and 2016. 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 220.5 million as at December 31, 2017(JD 200.5 million as of
December 31,2016), 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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29. Foreign Currency Translation Reserve

The details of this item are as follows:

December 31,
2017 2016
JD '000 JD '000
Balance at the beginning of the year (281 492) (221 526)
Additions (disposals) during the year transferred to other comprehensive income 59 892 (159 966)
Balance at the End of the Year (221 600) (281 492)
30. Investment Revaluation Reserve
The details of this item are as follows: December 31,
2017 2016
JD '000 JD '000
Balance at the beginning of the year (1192 069) (183 741)
Change in fair value during the year (13 625) (8557)
Net realized losses (gains) transferred to retained earnings (1743) 229
Balance at the End of the Year * (207 437) (192 069)
31. Retained Earnings
The movement of this item is as follows:
2017 2016
JD '000 JD '000
Balance at the beginning of the year 543 433 524708
Profit for the year 195 025 212 414
Investments revaluation reserve transferred to retained earnings 1743 ( 229)
Dividends paid ** (192 240) (160 200)
Transferred to statutory reserve (30437) (32183)
Transferred to general banking risk reserve (120 000) -
Adjustment during the year 102 (1077)
Balance at the End of the Year * 497 626 543 433

** Arab Bank plc Board of Directors recommended a 30% of par value of the shares as cash dividend, equivalent to JD 192.2
million, for the year 2017, 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 Directors to
distribute 30% of par value as cash dividends for the year 2016 equivalent to JOD 192.2 million).

* Retained earnings include restricted deferred tax assets in the amount of JD 45.2 million, as well as unrealized gain from financial
assets at fair value through profit or loss in the amount of JD 0.6 million. Restricted retained earnings that cannot be distributed or
otherwise utilized except under certain circumstances as a result of adopting certain International Accounting Standards amounted
to JD 2 million as of December 31, 2017.

* The retained earnings include unrealized loss of JD (40.7) million as a result of the adoption of IFRS (9) as of December 31, 2017.

* The use of an amount of JD (207.4) million as of December 31, 2017, which represents the negative investment 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:

Direct credit facilities at amortized cost *

Central Banks

Banks and financial institutions deposits

Financial assets at fair value through profit or loss

Other financial assets at amortized cost

Total

* The details of interest income earned on direct credit facilities at amortized cost are as follows:

Discounted bills
Overdrafts

Loans and advances
Real estate loans
Credit cards

Total

Discounted bills
Overdrafts

Loans and advances
Real estate loans
Credit cards

Total

2017 2016
JD '000 JD '000
775093 691 358
44 808 48 086
30136 15961
7269 5004
262 733 303 476
1120 039 1063 885
2017
Corporates
Banks and Government
Consumer Small and Financial and Public
Banking Medium Large Institutions Sector Total
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
2838 7590 14 884 1754 - 27 066
2275 47 356 163 265 8 13182 226 086
94 102 36 903 287 739 2 166 31510 452 420
58 814 313 - - - 59 127
10 394 - - - - 10394
168 423 92 162 465 888 3928 44 692 775 093
2016
Corporates
Banks and Government
Consumer Small and Financial and Public
Banking Medium Large Institutions Sector Total
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
3012 6 010 12 758 1954 - 23734
2578 39591 145 469 5 11321 198 964
93 590 28 947 243 535 2 402 33609 402 083
55 209 300 - - - 55 509
11 068 - - - - 11 068
165 457 74 848 401 762 4361 44930 691 358
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33. Interest Expense

The details of this item are as follows:

Customer deposits *

Banks' and financial institutions' deposits
Cash margins

Borrowed funds

Deposit insurance fees

Total

*  The details of interest expense paid on customer deposits are as follows:

Current and demand
Savings
Time and notice

Certificates of deposit

Total

Current and demand
Savings
Time and notice

Certificates of deposit

Total

2017 2016
JD '000 JD '000
375714 375 065
30 460 19547
27 453 24 328
2 606 2 604
18 624 17 676
454 857 439 220
2017
Corporates
Government
Consumer Small and and Public
Banking Medium Large Sector Total
JD '000 JD '000 JD '000 JD '000 JD '000
7 452 873 11 853 2 756 22934
10101 216 3 - 10 320
164 470 14 427 103 087 44 050 326 034
16 399 21 6 - 16 426
198 422 15537 114 949 46 806 375714
2016
Corporates
Government
Consumer Small and and Public
Banking Medium Large Sector Total
JD '000 JD '000 JD '000 JD '000 JD '000
13 082 1348 6 347 1468 22 245
10 502 214 3 - 10 719
147 230 12 447 103 551 56 226 319 454
22 609 31 7 - 22 647
193 423 14 040 109 908 57 694 375 065
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34. Net Commission Income
The details of this item are as follows:

2017 2016
JD '000 JD *000
Commission income:
Direct credit facilities at amortized cost 55 024 58 277
Indirect credit facilities 70 282 73944
Other 48 526 52 001
Less: Commission expense (19 660) (16 911)
Net Commission Income 154 172 167 311
35. Gains from Financial Assets at Fair Value Through Profit or Loss
The details of this item are as follows:
2017
Realized Unrealized
Gains Gains (Losses) Dividends Total
JD '000 JD '000 JD '000 JD '000
Treasury bills and bonds 1116 757 - 1873
Corporate shares - ( 183) 75 ( 108)
Total 1116 574 75 1765
2016
Realized Unrealized
Gains Gains (Losses) Dividends Total
JD '000 JD '000 JD '000 JD '000
Treasury bills and bonds 373 1075 - 1448
Corporate shares - ( 299) 75 ( 224)
Total 373 776 75 1224
36. Dividends from Subsidiares and Associates
The details of this item are as follows:
2017 2016
JD '000 JD '000
Arab Tunisian Bank 4 083 4734
Arab Sudanese Bank Limited 3100 2 813
Al-Nisr Al Arabi Insurance Company plc 1100 1100
Al-Arabi Investment Group Company L.L.C - 350
Islamic International Arab Bank plc 10 000 7090
Arab National Leasing Company L.L.C 5000 5000
Others 2 548 -
Total Dividends from Subsidiaries 25831 21 087
Arab National Bank 71 018 55199
Oman Arab Bank - 10 467
Commercial Building Company S.A.L 194 194
Total Dividends from Associates 71212 65 860
Total Dividends from Subsidiaries and Associates 97 043 86 947
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37. Other Revenue

The details of this item are as follows:

Revenue from customer services
Safe box rent
Gains (Loss) 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
Total

2017 2016
JD '000 JD '000

7772 10 534

758 903

764 (1 235)

8 609 12 084

17 903 22 286

2017 2016

JD '000 JD '000

155 171 148 985

11 789 11 259

1336 1346

1345 2 859

6917 6 815

1231 1286

34 732 32 267

4711 4847

217 232 209 664

2017 2016

JD '000 JD '000

36 332 36 619

33674 36 188

29 632 30 686

7095 6695

19 240 16 221

70 370 68 949

196 343 195 358
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40. Financial Derivatives
- The details of financial derivatives are as follows:

December 31, 2017

Notional amounts by maturity

Total From 3
Positive Negative Fair Notional Within 3 Monthstol From1Year Morethan3
Fair Value Value Amount Months Years to 3 Years Years
JD *000 JD *000 JD *000 JD '000 JD *000 JD *000 JD *000
Interest rate swaps 1,055 408 463 275 31,485 34,587 91 681 305 522
Foreign currency forward contracts 2798 2364 3574839 2917411 650 287 7141 -
Derivatives held for trading 3853 2772 4038 114 2 948 896 684 874 98 822 305 522
Interest rate swaps 6 477 6745 726 691 88 648 183 006 28 362 426 675
Foreign currency forward contracts - - - - - - -
Derivatives held for fair value hedge 6 477 6 745 726 691 88 648 183 006 28 362 426 675
Interest rate swaps - - - - - - -
Foreign currency forward contracts - - - - - - -
Derivatives held for cash flow hedge - - - - - - -
Total 10 330 9517 4 764 805 3037544 867 880 127184 732197
December 31, 2016
Notional amounts by maturity
Total From 3
Positive Negative Fair Notional Within 3 Monthstol  From1Year Morethan3
Fair Value Value Amount Months Years to 3 Years Years
JD *000 JD "000 JD "000 JD '000 JD "000 JD "000 JD "000
Interest rate swaps - 735 74 541 - - 32016 42 525
Foreign currency forward contracts 4082 10 065 3023092 1328813 1637 512 56 767 -
Derivatives held for trading 4082 10 800 3097 633 1328 813 1637 512 88 783 42 525
Interest rate swaps 5810 6 865 756 516 77994 243943 167 429 267 150
Foreign currency forward contracts - - - - - - -
Derivatives held for fair value hedge 5810 6 865 756 516 77 994 243 943 167 429 267 150
Interest rate swaps - 194 70902 35451 35451 - -
Foreign currency forward contracts - - - - - - -
Derivatives held for cash flow hedge - 194 70902 35451 35451 - -
Total 9892 17 859 3925051 1442 258 1916 906 256 212 309 675

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

41 . Concentration of Assets and Revenues and Capital Expenditures According to the Geographical Distribution

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 Jordan:

Inside Jordan Outside Jordan Total
2017 2016 2017 2016 2017 2016
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
Revenue 310472 262 822 665 759 673 465 976 231 936 287
Assets 7313539 7471013 17 048 033 16 783 233 24 361 572 24 254 246
Capital expenditures 14 056 19717 17 986 51384 32042 71101

- 42 -



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:

1. 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.

2. 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 instruments.

= Certificates of deposit.

= Interest rate swaps.

= Other various derivatives.

3. 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 Committees, 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 is to :

e 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.

c. 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)

2)

3)

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.

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.

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
Consumer banking
Small and medium corporate
Large corporate
Banks and financial institutions
Government 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, 2017 and 2016 excluding collaterals or risks

mitigations.
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December 31,

2017 2016
JD '000 JD '000

2 952 405 3161 301
3 063 256 3432 626
67 067 50 450
65 467 101 332
11 947 106 11 186 472
2 207 206 2071178
1113673 937 359
7805 135 7286 662
65 913 161 285
755 179 729 988
4 286 264 4 397 851
176 190 177 317
22 557 755 22 507 349
1113282 1 262 635
401 054 423 566
6 902 158 7 481 564
3 300 284 3 090 994
11716 778 12 258 759
34 274 533 34 766 108




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 commission in suspense

Less: Provision for impairment

Net

December 31, 2017

Consumer Corporates Banksand  Government
Banking  Smal and Large sittonsSetor o
Medium

JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
209 914 182 134 611 694 1790 066 7410799 10 204 607
1990 925 904 569 7217 297 1800919 249 285 12 162 995
51695 31493 131 242 - 50 214 480
45 346 24013 70 627 - 50 140 036
6 349 7480 60 615 - - 74 444
12124 25933 117 601 - - 155 658
109 913 125 675 673 665 22 498 - 931751
11 816 722 253990 - - 266 528
9499 4243 84 157 22498 - 120 397
88 598 120 710 335518 - - 544 826
2322 876 1238311 8 620 257 3613483 7 660 084 23455011
36 765 57 552 118 420 4639 - 217 376
71612 57 014 550 061 - 1193 679 880
2214 499 1123 745 7951776 3608 844 7658 891 22 557 755

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 JD '000 JD '000 JD '000
190 532 143 249 518 525 2264 887 7775 165 10 892 358
1882374 776 063 6 883 874 1775970 197 098 11515 379
33608 16 104 106 605 - 1498 157 815
28 905 6499 42043 - 749 78 196
4703 9 605 64 562 - 749 79 619
11168 23 256 134 994 - - 169 418
128 741 125733 656 560 21738 19 932 791
13 368 2479 854 - - 16 701
8504 5671 341182 21738 - 377 095
106 869 117 583 314524 - 19 538 995
2212815 1068 301 8193953 4062 595 7972282 23509 946
48 060 58 024 176 351 3870 - 286 305
83762 53 407 578 165 958 716 292
2080993 956 870 7439 437 4058725 7971324 22 507 349

The credit risk exposures includes direct credit facilities at amortized cost, balances and deposits with banks and financial institutions, bonds, 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

Wiatch 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, 2017

Corporates Banks and Government
Consumer Small and Financial and Public
Banking Medium Large Institutions Sector Total

JD '000 JD ‘000 JD '000 JD 000 JD '000 JD '000
209914 179 123 595 761 - 275798 1260 596
714 420 511 356 3055 357 - 57 723 4 338 856
7994 7 065 72729 - - 87788
10 813 22 654 166 708 - - 200175
3071 225 134 568 - - 137 864
2059 3393 5920 - - 11372
5683 19 036 26 220 - - 50 939
943 141 720198 3890 555 - 333521 5887 415
209 902 150 944 464 840 - - 825 686
1084 29574 141 065 - - 171723
60 437 301 050 1318 612 - 69 514 1749 613
261 911 295176 - - 296 348
2005 14 313 295 832 - - 312150
669 452 223 406 1375 030 - 264 007 2531895
943 141 720 198 3890 555 - 333521 5887 415

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 JD '000 JD '000 JD '000
177 187 128 291 482 014 - 147 100 934 592
675 400 434 644 2 813 247 - 512 3923 803
7671 9265 76 125 - - 93 061
14 377 25705 32729 - - 72811
4527 974 137 - - 5638
2462 4160 5464 - - 12 086
7 388 20571 27128 - - 55 087
874 635 597 905 3404 115 - 147 612 5024 267
177 896 133 352 413 391 - 611 725 250
939 39 667 134 676 - - 175 282
63 854 254 963 1200 270 - 67 982 1587 069
300 1118 289 000 - - 290 418
2908 13832 264 760 - - 281500
628 738 154 973 1102 018 - 79 019 1964 748
874 635 597 905 3404 115 - 147 612 5024 267
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D. Classification of debt securities 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 to A-

BBB+ to B-

Below B-

Unrated

Government and public sector

Total

Credit Rating

Private sector:

AAA to A-

BBB+ to B-

Below B-

Unrated

Government and public sector

Total
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December 31, 2017

Financial Other
Assets at Fair Financial
Value through Assets at
Profit or Loss Amortized Cost Total
JD '000 JD '000 JD '000

- 311093 311093

- 118 096 118 096

21010 43 959 64 969

44 457 3813116 3857573

65 467 4 286 264 4351731

December 31, 2016
Financial Other
Assets at Fair Financial
Value through Assets at
Profit or Loss Amortized Cost Total
JD '000 JD '000 JD '000

- 266 892 266 892

- 167 728 167 728

21010 58 371 79 381

80 322 3904 860 3985182

101 332 4397 851 4 499 183




INmI

6v€ L0S ¢¢ 748 €V 695 6€9 698898 T 08€ 8Lv 9LT EVE CT G08 €€C L
GG/ /SS ¢¢ €EV T¢C GZ8 9€9 €5990897 TTG9.E G0L 909 ¢T 829 GEC L
06T 94T - €ee 09T 6¢0T 0v¢ 6€T 816 €€
¥9¢ 98¢ ¥ - €¢r G€ €00 ¢€ 8.¢ 6 TG9 ¢eE ¢ 606 €08 T
6.7 9GL - - - - 0¢6 ¢v9 6G¢ 1T
€16 99 T8 €T - - - vy eV 0€9 8
GET G908 L - - - 9¢6 CET TG9 6.7 G 8GS ¢6T ¢
€L9€TTT - - 08T 1727 9.C€.9 vl 6EY
90¢ L0C ¢ - - or 09 €9090¢T LE0TO0T
90T Lv6 TT T8 €T - 9¢¢ 09% €T ¢S€ G170 8 LCCVSLE
9% 99 - - - - L9¥ G9 -
€CE0ET € 265 L 690 T09 VGL Y9 T 6.V 611 09/ 819 699 90T
G0¥ 256 ¢ - - - G9¢ GECSTV 1T G069€S T
000. Ar 000. ar 000. Ar 000. dr 000. Ar 000. ar 000. dr
[er01 U_HMRMM_E eoLIBWY adoin3 x BISY MM‘__@c‘meo uepJor

LT0Z 'T€ 18quisdaQ

'$911IUN0D gedy Buipn|ox3

9T0Z ‘TS 19quwiada( Jo Se - |elo |

el0L
anfeA areJ aAnIsod - SaAIRALISP [RIOUBULL pUE S19SSE I8l
1502 PazilJowe Je S1asse [eloueul) Jayl0

101285 21]gnd pue JUBWUIBA0D)

SUOINIIISU| [e1oURUIH pUE Syueq

seyelodio) abie

$a1810d.10D WNIP3IA PUB |[eWS

Bupjueg Jawnsuod
1509 PazilIowe Je Sall|Io.y 11Pald 10a11a
sso] 40 11j0.ad ybnoayy anfeA Jiey Je Ss}asse [eloueul
SUOIINIIISUI [RIDURULY PUB SYUBQ UHM SHISOdap pue saduejeq
SY{URQ |BJIUBD UY1IM Ssoueeq

:uonnqrasip feaiydeaboab Ag paziiobares aansodxa 1pal) 3



- gg -

eloL
Ananisuas aoud syuswiniisul Ayinb3

AuAnisuas ajes abueyoxa ubraio4

ANAISUBS 81el ISaIa)U|

SMOJ|0} Se aq ||IM A} inba siapjoyaseys pue awodul 40 Juawalels uo 1oedwi ayy ‘%G Aq abueyd 910z pue 2T0Z ‘T Jaquiadaq e se seold 1axew Bulunssy

21289 €19 ¢y 665 S¢ 88 €9 2vs 9€ 6€€ L¢
€8T 1T €L Il 09 1628 9T 8 1<
S6T 9€ 06¥ 1€ SOL ¥ €06 €€ 96T 8T L09 S
€8 0C - €8 0C 189 T¢ - 189 1T
000. dr 000. Ar 000, Ar 000. Ar 000. Ar 000. Ar
[0l .w‘_m\w__wwmm‘_mcm 10 WHHHMSW feoL .m‘_m\w__mww_mcm 10 Mﬁﬂw_ﬁm
9702 ‘T€ 48qwiadaq LT02 'T€ 43quiadeg
6V€ L0G ¢¢ VeETL6 L G2/ 890 ¥ Vov EEY T 98T 276 8E€ SEY vie 620 877 6€. 88T ¢ 981 608 Sy 282 T €/9870¢C €66 080 ¢
LIE LLT €68 ¥6 T9 L1 916 81 - 968 $86 €51 0er €1 0r9 € 0Sy L LSS 6 SI8 6
168 L6E ¥ 098 706 € TrL 96€ 8IT LI - - - - ¥¥S 8¢ 000 0T - L8F 0€ -
TLY 981 11 886 6L S8T 191 0€e L6E 1 S8L 1 9€0 LI€ 0Sy €T 9L8 LY S9L9YI T 91 98L 00 SLT 1 629 800 ¢ 8LI 1L0T
cee 101 e 08 - - - 010 1T - - - - - - -
9L0 €8% € - 9L0 €8% € - - - - - - - - - -
10€ 191 € 10€ 191 € - - - - - - - - - - -
000. Ar 000. Ar 000. dr 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar 000. Ar
1e101 103095 suonnIsu| S90IAIBS sareys uolreodsuel | S[210H 24Ny na1BY apes | 9)e)sa - [eay  SUONRANIISUOD Buiuln Bunjueg
qnd pue le1oueuld L) pue ws1No L pue Ansnpuj 13WNSU0D
JUBWIUIAN0D pue ssjueg sajedodiod
9T0Z 'T€ J3quiadag
GSL 1SS ¢e 168899 L 8809 € 6¥7 695 T 005 8 188 66¢ Thy G9T T6S LTT 6¥¥ 86¢ ¢ T.SGT8 199 T6E T 900 60% ¢ 66v v1¢ ¢
061 9LT YEL €6 €TF 61 SLS 1T - (] 65¢ 9T 096 S1 65¢€ € €L0 S 0€s 8 €6T L
¥9T 98T ¥ 91T €18 € S81 €6¢ SI6 v1 - - - - Ty 8¢ - - 909 9¢ -
901 L6 11 6L1 SSL €16 S9 656 TES 1 00S 8 SST 8LT 780 S91 68T L11T LY0 ¥STT cIccIg Y65 98¢ 1 0L8 €9¢ ¢ 90T LOT T
L9¥ €9 LSY ¥ - - - 010 1C - - - - - - -
€Te 0ET € - €CE 0El € - - - - - - - - - -
SO¥ TS6 T SO¥ TS6 T - - - - - - - - - - -
000. Ar 000. Ar 000. ar 000. Ar 000. Ar 000. Ar 000. Ar 000. ar 000. Ar 000. ar 000. Ar 000. Ar 000. Ar
€101 103995 suonnIsu| S90IAIBS sareys uolyepodsuel | S[3)0H 4Ny naLIBY apes | 9)e)sa [eay  SUORINJISUOD Buun Bunjueg
qnd pue Je1oueulS [es8use) pue ws1No L pue Ansnpuj 13WNSU0D
JUBWIUIANOD pue syueg sajedodiod

L1702 'T€ Jaquideq

ANAIISUS SiSIY 13{1eIN
SISTH 1S HEIN "G

elol
aN[eA J1e} 9AINISOM - SIAITALISP [BIOUBUL. PUB S}ASSE JUI0
1500 PaZILIOLLE Je S}ASSE [BIOUBUL. JOYIO

1500 paziLowe Je $9)

98} J1Pa10 103110
$50] 10 31401d YBNOIY) AN[eA Jrey Je S)asse [eroueul
SUOIINMISUI [e1dURUL. PUE SHUEBG LIIM SHSOdap pue Seouefeg

Syjueg [BIIUSD Y)IM Sadueleg

ejoL

0d - SBAIEALIP [BIOUBULY PUR S}3SSE JOYIO

1500 PAZILIOLLE Je S}3Sse [BIoUBUL. JOYIO

1502 PazIuowWe e Sal

98} 11312 193113
$50] 10 31401d YBNOIY) N[eA Jrey Je S)asse [eloueul
SUOIINMISUI [B19UBULY PUB SYUBQ UIIM SHSOdap pue saouejeg

syjueg [eJUaD Uim saoueleg

10)98S 21WoU029 Aq pazi4068yed aansodxa 1patd o



46. Interest Rate Risk

A. Exposure to interest rate volatility as of December 31, 2017 (classification is based on interest rate repricing or maturity date, whichever is nearer).

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
Provision for income tax
Other Provisions
Other liabilities and financial derivatives - negative fair value
Deferred tax liabilities

Total liabilities

Gap

More than
1 Month Morethan3 Morethan6  More than 1 Not Tied to
Uptol and till 3 Monthsand  Monthsand  Yearandtill More than Interest Rate
Month Months till 6 Months till 1 Year 3 Years 3 Years Risk Total
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
R - - - - - 318171 318171
- - - - - - 954 848 954 848
1610254 2345 - - - 17730 367 228 1997 557
2527 436 535 820 41422 10 645 15000 - - 3130323
2056 15902 29884 14771 1422 1432 1015 66 482
4154 031 1909 932 1012178 961 230 843693 3066 042 - 11 947 106
R - - - - - 164 912 164 912
563 392 842 394 577 344 573 812 899 629 829 693 - 4286 264
R - - - - - 965 933 965 933
R - - - - - 216 816 216 816
9591 12 545 21216 - 6 237 - 218419 268 008
R - - - - - 45152 45152
8866 760 3318938 1682 044 1560 458 1765981 3914897 3252494 24 361572
413941 955 111 213242 76 264 23771 24 479 86 217 1793025
5849 023 1860 167 1058 295 1472 475 209 706 103 289 5625871 16 178 826
817 729 361279 280768 86 010 14 614 5950 195514 1761 864
4197 15994 5284 31 5414 32821 - 63741
R - - - - - 122 264 122 264
- - - - - - 199 586 199 586
21751 9157 13 807 2302 - - 644 398 691 415
- - - - - - 942 942
7106 641 3201708 1571 396 1637082 253 505 166 539 6874792 20 811 663
1760 119 117 230 110 648 (76 624) 1512476 3748358 (3622 298) 3549 909
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Exposure to interest rate volatility as of December 31, 2016 (classification is based on interest rate repricing or maturity date, whichever is nearer).

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
Provision for income tax
Other Provisions
Other liabilities and financial derivatives - negative fair value
Deferred tax liabilities

Total liabilities

Gap

More than
1 Month Morethan3 Morethan6  More than 1 Not Tied to
Uptol and till 3 Monthsand  Monthsand  Yearand till Morethan Interest Rate
Month Months till 6 Months till 1 Year 3 Years 3 Years Risk Total
JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
R - - - - - 255184 255184
- - - - - - 837 167 837 167
2020 743 - - - - - 303391 2324134
2836 552 596 074 35450 - 15000 - - 3483076
2350 3980 76 760 11 960 5302 980 1199 102 531
3579851 2263206 1028723 894 830 752089 2667773 - 11186 472
R - - - - - 222 463 222 463
574 485 609 701 652 819 747 754 1205043 608 049 - 4397 851
R - - - - - 925 837 925 837
R - - - - - 221973 221973
9 462 13838 22 347 - 5163 - 207725 258 535
- - - - - - 39023 39023
9 023 443 3486 799 1816 099 1654544 1982597 3276802 3013962 24 254 246
1030936 392330 83780 168 303 30204 2846 95778 1804 177
5693 234 2417 963 1049 342 1211085 284 958 68 838 5525192 16 250 612
1130 493 121 803 189 339 81230 7387 4554 128 210 1663 016
1143 139 565 2800 2540 1516 - - 147 564
- - - - - - 115 248 115248
R - - - - - 145 015 145015
25 966 8480 12 677 1789 - - 578 154 627 066
R - - - - - 793 793
7881772 3080 141 1337938 1464 947 324 065 76 238 6588 390 20 753 491
1141671 406 658 478 161 189 597 1658532 3200564 (3574 428) 3500 755
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47. Liquidity Risk

The below is the distribution of the liabilities (undiscounted) according to the residual maturity as of December 31, 2017:

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

Total Liabilities

Total assets according to expected maturities

The below is the distribution of the liabilities (undiscounted) according to the residual maturity as of December 31, 2016:

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

Total Liabilities

Total assets according to expected maturities

After 1 After 3 After 6 After One Not Tied to a
Within 1 Month and Monthsand  Monthsand  Year and till After 3 Specific
Months till 3 Months  till 6 Months till One Year 3 Years Years Maturity Total

JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
414 052 955 299 74 957 214761 24533 26563 86 217 1796 382
4935030 1873843 1063 726 1709 365 257 375 148 170 6334819 16322328
739 601 128 596 577 351 97 728 20326 244 201 306 1765 152
4231 8495 5368 31 3715 42121 - 63 961
- - - - - - 122 264 122 264
- - - - - - 199 586 199 586
1639 208 262 177 - - 7236 9522
20112 8949 13 545 12974 340 552 - 285 766 681 898
- - - - - - 942 942
6 114 665 2975390 1735209 2035 036 646 501 217 098 7238136 20962 035
4595 289 3342225 1455289 1954728 2 366 406 4788 882 5858753 24361572

After 1 After 3 After 6 After One Not Tied to a
Within 1 Month and Months and Monthsand  Year and till After 3 Specific
Months till 3 Months  till 6 Months till One Year 3 Years Years Maturity Total

JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000 JD '000
662 904 755 295 89930 168 561 30707 2846 95778 1806 021
4916 027 2408 353 1062 041 1349421 338910 118 957 6198325 16392034
902 918 189 900 238 655 180 826 11 665 276 141179 1665 419
115 78 898 2835 - 55 064 10942 - 147 854
- - - - - 115 248 115 248
- - - - - - 145015 145 015
1314 3 - - - - 16 547 17 864
24 652 8477 12 677 1789 234 043 - 327 569 609 207
- - - - - - 793 793
6507 930 3440 926 1406 138 1700 597 670 389 133021 7040454 20899 455
5670078 2759 964 1381 499 1731731 2854711 4601 242 5255021 24 254 246
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48. Net Foreign Currency Positions
The details of this item are as follows:

JPY
Other currencies *
Total

* Various foreign currencies translated to Jordanian Dinars.

49. Fair Value Hierarchy

A. Financial Instruments are either financial assets or financial liabilities

Financial instruments include financial assets and financial liabilities.

December 31, 2017

December 31, 2016

Base . Base . .
Currency in E_qulvallenl Currency in Equlva:len( n
Thousand in Jb 000 Thousand 000
69671 49 412 38242 27122
56 54 4083 3547
2208 1879 35040 25990
345 381 2173 621 750 3850
58 620 17 026
112138 77535

The Bank uses the following methods and alternatives of valuating and presenting the fair value of financial instruments:

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

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

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

A._Fair value of financial assets and financial liabilities that are measured at fair value on a recurring basis.

Some of the financial assets and financial liabilities are measured at fair value at the end of each reporting period. The following table gives information about how the fair value of these

financial assets and financial liabilities are determined (valuation techniques and key inputs).

Fair Value as at Fair Value Valuation techniques Significant unobservable  Relationship of unobservable
Financial assets / Financial liabilities December 31, Hierarchy and key inputs inputs inputs to fair value
2017 2016
Financial assets at fair value JD '000 JD '000
Financial assets at fair value through profit or loss:
Treasuring bills and Bonds 44 457 80322 Level 1 Quoted Shares Not Applicable Not Applicable
Through Comparison of . .

Loans and advances 21010 21010 Level 2 similar financial instruments Not Applicable Not Applicable
Shares and mutual funds 1015 1199 Level 1 Quoted Shares Not Applicable Not Applicable
Total Financial Assets at Fair Value through Profit or Loss 66 482 102 531

S - - . Through Comparison of . "
Financial derivatives - positive fair value 10 330 9892 Level 2 similar financial instruments Not Applicable Not Applicable
Financial assets at fair value through

other comprehensive income:
Quoted shares 121699 170182 Level 1 Quoted Shares Not Applicable Not Applicable

Through using the index .

Unquoted shares 43213 52281 Level 2 cector inthe market Not Applicable Not Applicable
Total financial assets at fair value through other comprehensive income 164 912 222 463

Total Financial Assets at Fair Value 241724 334 886
Financial Liabilities at Fair Value
Financial derivatives - negative fair value 9517 17 859 Level 2 Through Comparison of Not Applicable Not Applicable

similar financial instruments
Total Financial Liabilities at Fair Value 9517 17 859

There were no transfers between Level 1 and 2 in the period, during 2017 & 2016.

o1

B. Fair value of financial assets and financial liabilities that are not measured at fair value on a recurring basis.

Except as detailed in the following table, we believe that the carrying amounts of financial assets and financial liabilities recognized in the banks financial statements approximate their fair values:

Financial assets not calculated at fair value

Mandatory reserve

Time and notice balances with Central Banks

Certificates of deposit with central banks

Balances and Deposits with banks and financial institutions
Direct credit facilities at amortized cost

Other Financial assets at amortized cost

Total financial assets not calculated at fair value

Financial liabilities not calculated at fair value
Banks' and financial institutions' deposits

Customer deposits

Cash margin

Borrowed funds

Total financial liabilities not calculated at fair value

December 31, 2017

December 31, 2016

Book value Fair value Book value Fair value Fair Value Hierarchy
JD '000 JD '000 JD '000 JD 000
954 848 954 848 837 167 837 167 Level 2
1373584 1374528 1557 835 1558 648 Level 2
256 745 256 921 462 908 463 149 Level 2
3130323 3133973 3483076 3484543 Level 2
11947 106 11985973 11186 472 11238 082 Level 2
4286 264 4325843 4397 851 4433427 Level 1&2
21948 870 22032 086 21925309 22015016
1793025 1800194 1804177 1807 316 Level 2
16 178 826 16 241 002 16 250 612 16 298 747 Level 2
1761864 1768 395 1663016 1668 239 Level 2
63741 63911 147 564 149 602 Level 2
19797 456 19 873 502 19 865 369 19923 904

The fair values of the financial assets and financial liabilities included in level 2 categories above have been determined in accordance with the generally accepted pricing models

based on a discounted cash flow analysis, with the most significant inputs being the discount rate that reflects the credit risk of counterparties.
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50- Analysis for Assets and L iabilities Maturities

The below is an analysis for assets and liabilities maturities according to the expected period to be recovered or settled as at December 31, 2017

More than One

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
Provision for income tax
Other provisions
Other liabilities and financial derivatives - negative fair value
Deferred tax liabilities

Total Liabilities

Net

The below is an analysis for assets and liabilities maturities according to the expected period to be recovered or settled 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
Provision for income tax
Other provisions
Other liabilities and financial derivatives - negative fair value
Deferred tax liabilities

Total Liabilities

Net

UP to One Year Year Total
JD '000 JD '000 JD '000
318171 - 318171
954 848 - 954 848
1979 827 17 730 1997 557
3115323 15 000 3130323
42618 23864 66 482
6 663 484 5283622 11 947 106
- 164 912 164912
2477 429 1808 835 4 286 264
- 965 933 965 933
- 216 816 216 816
261771 6237 268 008
45152 - 45152
15 858 623 8502 949 24 361572
1744775 48 250 1793 025
15 865 146 313 680 16 178 826
1741294 20570 1761864
17 905 45 836 63741
122 264 - 122 264
199 586 - 199 586
350 863 340 552 691 415
942 - 942
20042 775 768 888 20 811 663
(4 184 152) 7734061 3549 909
UP to One Year More than One Year Total
JD '000 JD '000 JD '000
255184 - 255184
837 167 - 837 167
2324134 - 2324134
3468076 15 000 3483076
75239 27292 102 531
5715798 5470674 11186 472
- 222 463 222 463
2460 027 1937 824 4397 851
- 925 837 925 837
- 221973 221973
253372 5163 258 535
39023 - 39023
15 428 020 8 826 226 24 254 246
1771327 32 850 1804 177
15896 132 354 480 16 250 612
1651075 11941 1663 016
81720 65 844 147 564
115 248 - 115248
145015 - 145015
393023 234043 627 066
793 - 793
20 054 333 699 158 20 753 491
(4626 313) 8127 068 3500 755
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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, 2017

WL eores A5
years
JD '000 JD '000 JD '000 JD '000
1098 353 14 929 - 1113282
392 146 8908 - 401 054
573511 101 139 - 674 650
2511 946 994 956 87 421 3594 323
1 956 058 623 166 53 961 2633185
3018 427 267 453 14 404 3300 284
9550 441 2010551 155 786 11716 778
December 31, 2017
602 7 605 - 8 207
4281 1393 - 5674
189 2379 13474 16 042
5072 11 377 13 474 29923
December 31, 2016
WL geores ATS o
years
JD '000 JD *000 JD '000 JD *000
1246 308 16 327 - 1262 635
413 571 9995 - 423 566
560 100 136 933 6 391 703 424
2136 244 1048 429 644 466 3829139
1957 015 610 732 381 254 2949 001
2 868 881 219 045 3068 3090994
9182 119 2041 461 1035179 12 258 759
December 31, 2016
143 12 628 - 12771
6 053 1514 677 8 244
396 1512 12 674 14 582
6 592 15 654 13351 35597
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52. Capital Management

On October 31, 2016, The Central Bank of Jordan announced the instructions of capital management according to Basel 111

standards and stopped Basel Il 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 111 Committee is as follows:

Common Equity Tier 1
Regulatory Adjustments ( Deductions from Common Equity Tier 1)

Additional Tier 1

Supplementary Capital

Regulatory Adjustments ( Deductions from Supplementary Capital)
Regulatory Capital

Risk-weighted assets (RWA)

Common Equity Tier 1 Ratio
Tier 1 Capital Ratio
Capital Adequacy Ratio

December 31,

2017 2016
JOD "000 JOD "000
3135237 3106 115
(606 890) (589 492)
213 977 200 468
(213 810) (266 986)
2528514 2 450 105
19 069 020 18 458 324
%13.26 %13.27
%13.26 %13.27
%13.26 %13.27

- The Board of Directors performs an overall review of the capital structure of the Bank on 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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53. Transactions with Related Parties

The details of this item are as follows:

Sister and subsidiary companies
Associates companies
Major shareholders and members of the Board of Directors

Total

Sister and subsidiary companies
Associates companies
Major shareholders and members of the Board of Directors

Total

December 31, 2017

Direct Credit LCs, LGs,
Deposits owed Facilities at Unutilized
from Related Amortized  Deposits owed to  Credit Facilities
Parties Cost Related Parties  and Acceptances
JD '000 JD '000 JD '000 JD '000
1336 811 11 890 146 541 112 168
78 167 - 61 050 28723
- 190 012 221772 72 658
1414978 201902 429 363 213549
December 31, 2016
Direct Credit LCs, LGs,
Deposits owed Facilities at Unutilized
from Related Amortized  Depositsowed to  Credit Facilities
Parties Cost Related Parties  and Acceptances
JD '000 JD '000 JD '000 JD '000
1269 099 104 463 74 812 152 958
146 766 - 25825 26 802
- 339921 321964 69 906
1415865 444 384 422 601 249 666

Direct credit facilities granted to key management personnel amounted to JD 1.1 million and indirect credit facilities amounted to JD 6 thousands
as of December 31, 2017 (Direct credit facilities JD 1.1 million and indirect credit facilities JD 6 thousand as of December 31, 2016 )

Deposits of key management amounted to JD 2 million as of December 31, 2017 ( JD 2.1 million as of December 31, 2016)

All facilities granted to related parties are performing loans in accordance with the credit rating of the Bank. No provisions for the year have been

recorded in relation to impairment in value.

The details of transactions with related parties are as follows:

Subsidiaries and sister companies
Associated companies

Total

2017 2016
Interest
Interest Income Expense Interest Income  Interest Expense
JD *000 JD '000 JD '000 JD '000
9151 1623 5739 962
1273 830 1493 1592
10 424 2453 7232 2554

Interest on 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 Bank's key management personnel, inside and outside Jordan, amounted to JD 27.7 million for the
year ended on December 31, 2017(JD 26.2 million for the year ended on December 31, 2016).

54. Assets under Management

- There are no assets under management as of December 31, 2017 and 2016

55. Cash and Cash Equivalent
The details of this item are as follows:

Cash and balances with central banks maturing within 3 months

Add: Balances with banks and financial institutions maturing within 3 months

Less: Banks and financial institutions deposits maturing within 3 months

Total
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December 31,
2017 2016
JD '000 JD '000
3252 846 3416 485
2495 880 2865 250
1455 269 1513 509
4293 457 4768 226




56. Legal Cases

A. In 2004, a number of civil lawsuits were filed against Arab Bank plc in the Eastern

B.

District of New York by U.S. plaintiffs and non-U.S. plaintiffs alleging that the Bank
provided financial services to individuals and entities who were alleged to have some
affiliation with individual "terrorists" or "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.

Regarding the claims filed by the U.S. plaintiffs by virtue of the Anti-Terrorism Act
(ATA), after a civil trial, on September 22, 2014, the Bank was found liable for the
damages caused by the alleged attacks perpetrated by Hamas.

Following the liability trial, the District Court scheduled a trial date for damages on
August 17, 2015, to determine the amount of damages suffered by the plaintiffs (a
“bellwether” damages trial). 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 said agreement.

Pursuant to the terms of the settlement agreement, the parties agreed to forego the
bellwether damages trial and to proceed to appeal the “liability” verdict. The parties
already filed their respective appellate briefs and the Court of Appeals heard oral
argument in the case on May 16, 2017.

The settlement agreement has been entered into upon acceptable terms and without
admission by the Bank of liability of any wrongdoing. This settlement agreement will put
an end to this litigation, which has been outstanding since July 2004, 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.

The claims filed by non-U.S. citizens by virtue of the Alien Tort Statute (ATS) were
dismissed by the court in August 2013. Following the appeal filed by said plaintiffs, a
panel of the Second Circuit Court of Appeals affirmed the district court’s 2013 decision to
dismiss the foreign plaintiffs’ claims on December 8, 2015 and on May 9, 2016 the Court
of Appeals en banc ruled in favor of the Bank and affirmed the decision of the Court of
Appeals, dismissing all claims against it. The plaintiffs have petitioned the U.S. Supreme
Court to review the decision. On April 3, 2017, the Supreme Court agreed to hear the
case. The ATS Plaintiffs’ brief was filed on June 20, 2017, the Bank’s opposing brief
was filed on August 21, 2017 and the ATS Plaintiffs’ reply brief was filed on September
8, 2017. The U.S. Supreme Court heard oral argument in the case on October 11, 2017.
The Bank and its U.S. Counsel are confident that, based on its own precedents, the
Supreme Court will concur with the decisions of the lower courts and rule in favor of the
Bank.

There are other lawsuits filed against the Bank totaling JD 98 million as of December 31,
2017 (JD 84.8 million as of December 31, 2016).

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 11 million as of December 31,2017 (JD 12.2 million as of December 31, 2016).

57. Comparative Figures

Some comparative figures in the financial statements for the year 2016 have been
reclassified to be consistent with the year 2017 presentation and it didn’t cause any changes
in last years operating results.
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