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7" JORDAN KUWAIT BANK

HEAD OFFICE

Ref.: F200/720/2018
Date: 31/12/2018

To: Jordan Securities Commission

Amman Stock Exchange

Subject: Semi - Annual — Report
as of 30/06/2018

Reference to cur letter F200/468/2018 dated
August 28, 2018, attached the Semi - Annual
Report of Jordan Kuwait Bank, as of

30/06/2018 after the Central Bank of Jordan

approval. ‘

Best regards,
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P.OBax 8776 Amman 11191 , Jordan

Tel. {863 6) 5629400 , Fax {562 B) 5695604
L]/ SWIFT ; JKBAJOAM
E-mail iinfo@jkbank.com.jo

http: # www jkb.com
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REVIEW REPORT ON INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
To THE CHAIRMAN AND BOARS OF DIRECTORS OF JORDAN KUWAIT BANK
(PUBLIC SHAREHOLDING COMPANY)

Introeduction

We have reviewed the accompanying interim condensed consolidated statement of financial
position of Jordan Kuwait Bank as of 30 June 2018 and the related interim condensed
consolidated statements of income and comprehensive income, for the thrae months and six
months then ended and the interim condensed consolidated statements of changes in equity and
cash flows for the six months then ended. Management is respansible for the preparation and
presentation of these interim condensed consolidated financial statements in accordance with
International Accounting Standard (34) “interim financial reporting”. Our responsibility is to express
a conclusion on these interim condensed consolidaled financlal statements based on our review.

Scaope of Review

Wa conducted our reviaw in accordance with the Intemnational Standard on Review Engagements
(2410) "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. A review ol interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
pracedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obiain assurance that
we would become aware of all significant matiers that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to belisve that the
accompanying interim condansed consolidated financial staltements are not properly prepared, in
all material respects and in accordance with International Accounting Standard (34).

Other Matters

The bank financial year ends in 31 December of each year. The interim condensed consolidated

financial statemenis have been prepared in accordance with the listing instructions of Amman
Stock Exchange, Cenlral Bank of Jordan, and for management purposes.

PricewalerhouseCoopers “ordan®, Jabal Amman - 3rd Circle, 13 Hezzg' Al Mojali St., P.O. Bor 5175, Amman 11183 - Jordan



JORDAN KuwAIr BANK
{A PUBLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 30 JUNE 2018 o
JUNE 30, 2018 DeCceMBER 31,
(REVIEWED AND 2017
Nota UNAUDITED) {AUDITED)
JD JD
ASSETS
Cash and balances at ceniral banks 4 204,870,943 224,259,331
Balances al banks and financial Institutions 5 291,617,738 317,656,834
Deposits at banks and financlal institutlons 6 17,704 6,246,210
Direct credit facilities-net 7 1,536,754,165 1,562,286,911
Financial assels at falr value through profit or loss a - 66,673,669
Financia! assels at fair value through comprahensive income 9 115,391,650 29,240,711
Financlal asssls at amortized cost 10 337,039,040 395,100,921
Property and equipmen! - net 11 27,088,953 29,388,555
Intangible assets - net 3,782,416 5,095,610
Delemed tax assais 26,027,287 11,299,456
Other assets 12 187,188,048 180,796,785
Assets held for sales- net 35 105,613,480 4,162,033
TOTAL ASSETS 2,835,391,424 2,832,207,028
LIABILITIES AND OWNERS' EQutTy
LIABILITIES
Banks and financial Institulions deposils 262,418,937 306,217,185
Customers deposils 13 1,777,882,394 1,808,308,934
Cash margins 135,579,810 96,179,698
Borrowed funds 16 83,577,644 80,137,973
Olher provisions 14 11,434,299 10,921,129
Provision for Income tax 15 5,826,622 12,210,713
Deferad tax llabilities 3,527,330 3,791,258
Other liabilitles 17 66,057,705 45,367,012
Liabililies diractly related to assets held for sale as 66,263,129 661,794
TOTAL LIABIUTIES 2,412,667,870 2,363,795.704
OWNERS' EQUITY
Equity - Bank Shareholders
Authorizad and paid-in capltal 32 100,000,000 100,000,000
Statulory reserve 33 85,765,246 86,034,401
Voluntary reserve 33 160,466,574 160,466,574
Pro-cyclicallty reserve 33 - 227,597
Genaral banking risks reserve - 14,288,875
Financial assets valuation reserve - net of tax 18 5,475,635 8,135,930
Equity direclly relaled to assets held for sale 3 {17,829) (17,829)
Retained earnings 18 52,547,041 99,275,774
Income for the period 18,486,887 -
TOTAL OWNERS' EQUITY 422,723,554 468,411,322
TOTAL LIABILITIES AND OWNERS' EQUITY 2.835,391,424 2,832,207,026

Chairman of Board of Directors

General Manager

The accompanying notes from 1 to 35 constitule an integral part of these condensed
consolidated interim financial statements and should be read In conjunction with them and
with the accompanying review report.



JORDAN KUWAIT BANK

(A PUBLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF INCOME
FOR THE PERIOD ENDED 30 JUNE 2018

FOR tHE THAEE MOWTHS ENDED JE 30 FOR THE S1X MONTHS ENDED JUNE 30
2m7 2077
NOTE 208 [REPRESENTED) 2018 laemsenrs_g_l__
4D Jo Jo JO
(REVEWED [REVIEWED [REVIEWED [REVIEWED
UNAULITED) UHAGOITED) LINAUDITED) UNAUDITED)
Interest incomo 20 35,236,020 4,775,215 71,329,891 66,649,484
L883; Inarust arponsa 2 13,239,894 10,849,835 26.423.362 19,141,911
Mot intenesl Incoima 21,998 828 24,125,280 44,508,529 47,507,553
Mat commission income 2,587,476 1,984,153 LZ:HGDG 4,440,222
Mut tmerest and Commission incoma 24,564,302 26.109.533 50,141,129 51,947,775
Forelgn currency incoms 1,078,340 87,182 2,527,584 1,805,145
Gain from financial assats al fair valua through
proit ot ioas 24 - as2.082 - 1.514,216
Cash dividends Irom financial assets at foir value
through comprahensiva incoma 8 280,270 12,116 1,300,475 853,258
Othar incoma 2 13,729,319 2,615,208 7.A57.450 5,363,148
Groas tncome 29.852.001 30.421,101 51,326.688 51,583,640
Employess axpensas 8,829,751 7.219,342 13,265,773 13,099,895
Deprociation and amonization 1,379.8156 1,414,429 3,123,004 2,848,253
Provision lor impalment on direct credit lacitiss 7 Q 8,082.115 - B,057,108
Provision for sxpected cradd lossas on direct craod
tactuing 1,185,955 - 1,274,553 -
{Raversal from) Provision far oxpacied cradit losses
on non-direct credt aciitas {7,082,542) - (7.082,542) -
[Haversal irom) Provision for axpeciad cradit losses
on invesiments {53,764) : 4,265 -
(Reversal Irom} Provision for sxpactad credd lossas
on daposits al banks and financial instiutions {42,867) o (33.964) -
Othar provisions 892512 258,593 1,564,683 869,714
Other aspansas 23 14,897,585 7417991 22,422.154 13,850.887
Total Expensss 17,806.846 22,072.670 34,549,202 38,723,856
{income for the Period bolore income tax expanse 11,845,185 8,348.431 28,777 486 22,859,784
Less: Incoma tax expanie 13 [2.988, 555) {1,988,265) {7,673,385) {8,709.921)
Incamae lor tha Pardod from continging opamtons 8,858 630 8,360,088 18,104,110 18,149,883
Nat loss irom discontinued oparations L1 {579.454} [478,282) (617214} {1.812.200}
Ineomae far tha pariad 8,277,176 5,881,784 18,488,887 14,536,583
Partaing to:
Eamings par share for the pariod Attirdbutetle 1o
the bani’s shesshoiders « basic snd gliled 25 0.083 0.088 0.185 0.145
Eamings per share from continucus oparations
for the period Attributable o the bank's
aharsholdara - basic snd diluted 25 0.08% 0.064 019 0161
Eamnings per share {loss) fram non-continuous
apentions for the period Attributable- baskc
and dituted 25 {0.008) 19.005) 0.006) {0.015)
Chairman of Board of Directors General Manager

The accompanying notes from 1 to 35 constitute an integral part of these condensed
consolidated interim financial statements and should be read with in conjunction them and

with the accompanying raview report.
3



JORDAN KUWAIT BANK
(A PusLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD ENDED 30 JuNE 2018

FOA THE THREE MONTHS ENDED June 30 FOR THE Six MOsTHS ENDED JunE 30
207 207
NoTE 2018 {nesTATED) 2018 {RESTATED)
JD Jo JD Jo
{REVIEWED {AEVIEWED {REVIEWED {REVIEWED
UNALDITED) UHAUINTED) UNADITED) LHAUTITED)
Income for the Pericd 8,277,178 5,801,784 18,408,887 14,538,583
Qiher Comprehansiva Incoma hems:
Rems not subssquanily iransterable to condansed
intérim consofidated stateman! of incoma:
Nat change In inancial e3sals at falrvaue
valuation resave - nal of lax (2,622,477} 1,464,578 {2.467,819) 788,208
Yotal Camprehenslve Incama for the Period 5,854,699 7,346,380 18,019,089 15,324,789

The accompanying notes from 1 to 35 constitute an integral part of these condensed
consolideted Interlm financlal statements and should be read in conjunction with them and
with the accompanylng review report
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JORDAN KuwAIT BANK

(A PuBLIC LIMITED SHAREHOLDING COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FoR THE PER!OD ENDED 30 JUNE 2018

FoR T Bix MonTHS ENOED 30 June
NOTE 2018 2017
J0 Jo
(REVIEWED UNAUDTED) [REVIEWED UMAUDITED)

Cash Flows From Operating Activities:
income For Tha Pericd Befora incoma Tax 26,160,272 21,246,503
Adjustments:
Deprociation and amartizaton 3,123,004 2,848,253
Provision for impriement on dErect cred? lacidies 7 - 8,057,106
Provision for axpecied cradd losses on direct credt faciidties 1,274,553 -
{Asvarsal tram) Provigion ot expacied crdit lod5as on NN diract crada (acilitles {7.082,542) -
Provision (or impakmeni on investments 4,265
{Raversal irom) Provision lor axpacied cradi lozses on daposts at banks and

financial insiitutions {33,968) -
Ne! intgrest incoma 12,531,201 12,554,717
Provision lor stafl indemaity 1,384,863 741,239
Provision for lywsuits against the bank and contingeni clains 180,000 180.000
Provision for salzad nasats 1,242,546 2,450,338
(Gain) from asle of inancial assats al falr vakua through statement of income 24 - {191,459
{Gan) from valualion of financial assats at fair value hrouph sistoment of incoma 24 - (1.095,341)
sifisct of axchange rats fuciuations on cash and cash equivalents 8,526 {4.828)
Total 38,780,550 40,824,477
Changes in Assets And Liskilitlen:
Decreasa in deposits ai banks and finsndial institutiona 6,136,148 2,178,493
{incraasa) in direct croai! lactitios (22,195,540} (40,011,942)
[increasa) in financial assata at falr valua through statement of income - {1.834,125)
[incroasa} by other assels (29,278,1684) (29,442,532)
[Decroasa) n banks and financlal insidutions deposits cue afier thrae months (34,774.818) 28,428,612
(Dacranse) in cusiomars depoaits 130,325.540) (50,827 ,455)
Incraass In cash marging 39,400,114 2.024,639
(Decrease} In cther provisions {1.051,49%) (566 GBS}
Incroass in other liabBites 24,285,765 11,447,285
HNet Change In Assats And Liahbitities {47.802.558) 172,502.672)
Nrt Cash Flows [Used In) / Ganersted From Operating Activitias Balors

income Tax (6.012.008) [25,779,185)
Incoma tax paid 15 {11,519,934) {13,782.325)
Het Cash Flows {Used In] / Generatad From Operating Activitias (20.531.942) (39.561.524)
Cash Flows From Inveating Activitles:
Cacrease in knancial nssels al amortized cost 58027,905 54,634,148
{increase) In financial assals at {air valua through comprehensiva income (22.299,058) {332477)
{incraase) In assats held lor aais- nat (101,451,447} -
Incraase In abllities directly relatod to assats held for saie 65,601,335 .
Dacmass (Incroasa) in intangibia assets 489,792 {2,640.222)
Nat Cash Fiowa Genarated From / {Ussd In) investing Activities 368,487 51,400,947
Cash Flows From Financing Activitias:
Increasa In non-controting intarasi - 42,933
Incraasa in bomowed funds 343,671 30,789,971
Dividends paki {17.824,681) {19.057.248)
Net Caah Flows Gensrsted From / (Used In) Financing Activities {14,334,950) 11,175 858
ENact of sxchanga rate fluctuations on cash and cash squvaients 18,528) 4,929
{Docrezsa) / Nat increass in Cash And Cash Equivalents (34,534,970} 23,019,507
Cash mnd cash squivaleni - beginning of Ihe year 272.915.714 145,447,357
Cash And Cash Equivalant - End Of Tho Parlod 27 234,350,744 150.482,884

Tha accompanying notes from 1 to 35 constitute an integral part of thase condensed conaclidated Intarim financial
statements and should be read with them and with the accompanying review raport

7



JORDAN KUWAIT BANK

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

AS AT 30 JUNE 2018

{11 GENERAL INFORMATION

Jordan Kuwait Bank was established as a Jordanian public fimited shareholding company under
number (108) on October 25, 1976 in accordance with the Jordanian Companies Law No. (13)
for the year 1964. The Bank's Head Office address is as follows: Omaya Bin Abdshams Street,
Abdali — Amman, Tel. +962 (6) 5629400, P.O. Box 9776, Amman - 11191 Jordan.

The Bank is engaged in all banking and financial related operations through its branches totalling
65 branches inside Jordan, five foreign branches, and three subsidiaries for financial brokerage,
leasing and financial consulting.

Jordan Kuwait Bank is listed as a public limited shareholding company on the Amman Stock
Exchange.

Jordan Kuwait Bank is owned by 50.927 % of Al Rawabi International Real Estate Services
Company and the consolidated financial statements of the Bank are added in the consolidated
financial statements of Kuwait Projects Company Holding (KIPCOQ).

The consolidated interim financial statements have been approved by the Bank's Board of
Directors on 30 July 2018.

(2) SumMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

2.1 Basis of preparation

The accompanying interim condensed consolidated financial statements of the Bank as at 30
June 2018 have been prepared in accordance with International Financial Reporting Standards
Number 34 (Interim Financial Reporting Standards).

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

The reporting currency of the interim condensed consolidated financial statements is the
Jordanian Dinar, which is the functional currency of the Bank.

These interim condensed consolidated financial statements do not include all the information and
disclosures reguired in the annual financial statements prepared in accordance with International
Financial Reporting Standards and should be read in conjunction with the consolidated financial
statements of the Bank for the year ended 31 December 2017. Furthermore, the results of
operations for the six months ended 30 June 2018 do not necessarily reflect the expected results
for the year ending 31 December 2018, except for not appropriating the profit of the six months
ended on 30 June 2018 which is usually performed at year end.,



JORDAN KUwAIT BANK

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

As AT 30 JUNE 2018

22 Basis of Financial Statements Consolidation

The consolidated financial statements include the financial statements of the Bank and controlled
subsidiaries. Control exists when the Bank has the ability to control the financial and operating
policies of the subsidiaries in order 1o obtain benefits from their activities. All transactions,
balances, revenue and expansas between the Bank and its subsidiaries are eliminated.

The financial statements of the subsidiaries relating to the same fiscal year of the Bank are
prepared using the sama accounting policies adopted by the Bank. In case the accounting policies
applied by the subsidiaries are different from those adopted by the Bank, necessary adjustments
1o the financial statements of the subsidiaries has o be made in order to maltch those applied by
the Bank.

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

The Bank owns the following subsidiaries as of 30 June 2018 and 31 December 2017:

Pald-up Owmnership of Nature of Data of
Company's Name Capital the Bank Operation Location Acquisition
JD %
Ejarah for Finance Leasing Finance
Company 20.060.000 100 Leasing Amman 2011
H
Speclatized Managerial S:;ﬁ;:::}: d
Company for Investment and 530,000 100 Amman 2016
other Financial
Financial Consultation Services

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



JORDAN KuwWAIT BANK

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

AsS AT 30 JUNE 2018

2.3

Changes in accounting policies and disclosures

The accounting policies applied in preparing these interim condensed consolidated financial
statements agrae with those used in preparing the consolidated financial statements for the Bank
for year ending 31 December 2017, except applying new standards and amendments on current
standards as mentioned below,

@

(b)

New standards and amendments to standards and interpretations effectiva for
the annual periods beginning after 1 January 2018, appliad by the bank in
preparing these financial statements and do not have significant effect:

Amendments lo IAS 12 - ‘Income tax' which explains measuremenl and
accounting for deferred tax assets.

Amendments 1o IAS 7, ‘Statement ol cash flows'. The amendment requires
additional disclosures about changes in fabililies arising from financing
activities. The standard is effective for annual perieds beginning on or after 1
January 2017 and early adoption is permitted.

Amendments o JAS 40, ‘Translers of Investment Property',

Annual Improvements to IFRSs — 2012-2014 Cycle.

IFRS 15 “Revenue from Conliracts with Customers”

Nature of change: The IASB has issued a new standard for the recognition of
revenue, This will replace IAS 18 which covers contracts for goods and services and
IAS 11 which covers construction contracts. The new standard is based on the
principle that revenue is recognized when control of a good or service lransfers to a
customer. The standard permits a modified retrospective approach for the adoption
Impact: The management is not expecting any impact on the adoption of this standard

over the Bank's financial statements, as most of the Bank's income is generated
through sources not subject to this standard.

New standards and interpretations that have been issued, and applied for the
reporting period 1 January 2018 with a significant impact:

IFRS 9 “Financial Instruments™:

Nature of change: IFRS 9 addresses the classification, measurement, deracognition

of financial assels and financial liabilities, and introduces new rules for hedge
accounting and introduced a new impairment model,

Impact of adopting IFRS 9:

The Bank is required to adopt IFRS 9 starting 1 January 2018, accerdingly, the bank
had used the related draft instructions issued by the Central Bank of Jordan lo assess
the impact as of January 1, 2018 as per the requirements of the standard.

The following are the most imporiant aspects of application;

10



JORDAN KUWAST BANK

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

As AT 30 JUNE 2018

A-

Classification and measurement of financial assets

- Classilication depands on the business mode! of the bank through which the financial
asset is managed as well as the contractual cash flow characteristics. Tha Standard
eliminates the categories "held lo maturity”, “loans and receivables" and "available for
sale” under 1AS 39.

-The Bank has reclassified the financial instruments among the categories determined
under IFRS 9 at amortized cost on falr value through statement of income at fair value
through other comprehensive income and is allowed tor one time at the beginning of
2018 with a view to achieving the proper application of the Standard's requirements.
The reclassilication is described in paragraph (f) of this nole.

Classification and measurement of financial llabllities:

IFRS (9) has retained the requirements of |AS (39) regarding the classification of
financial liabilities. IAS 39 (revised) requires recognilion of the dillerences in the
assessment of financial liabilities classifled as financial liabilities at fair value through
profit or loss in the consolidated statement of profit or loss, whereas [FRS (9) raquires:

Recagnitien of diferences In the assessment of financial liabilities classified as
financial liabilities at fair value through statement of profit or loss as a result of
changes [n credit risk in the consolidated statement of comprahensive income.

The remaining amount of fair value valuation differences is recognized in the
consalidated statement of profit or less.

Hedge accounting

When initially applying IFRS (9), the Bank choose to continue applying the hedge
accounting requirements of IAS (39) instead of the requirements |FRS (9).

Impairment of financlal assets

IFRS (9) replaced the ‘incurred loss’ model in IAS (39) with a forward-looking
‘expectad credit loss’ model. Which requires the use of eslimates and judgemenis to
estimate economic factors. The model will be applied {o all financial assets — debt
instruments which classified as amoriized cost or at fair value through statement of
comprehensive income or at fair value through profil or loss.

Impaiment losses have been calcutated in accordance with the requirements of IFRS
{9) in accordance with the following requiremenis:

1"



JORDAN KuwAIT BANK

{A PuBLIc LIMITED SHAREHOLDING COMPANY)
NOTES TO THE FINANCIAL STATEMENTS

AS AT 30 JUNE 2018

12 months impairment loss: The expected impairment is calculaled for the 12
months fallowing the date of the consolidatad financial statements.

- Impairment losses for the useful life of the instrumenl: The expected impairment
on the life of the financial instrument is calculated until the maturity date of the
consolidated financial statements

The expected credit loss mechanism depends on the probability of default (PD). Which
is calculated according o the credit risk and fulure economic factors, the loss in default
(LGD), which depends on the value of the existing collateral, the exposure at default
{EAD).

Disclosures

IFRS (9) requires detailed disclosures, particularly with regard to hedge accounting,
credit risk, and expected credit losses.

Implementation
The Bank had reflected the effect of the standard implementation over the opening
balances of retained eamings on January 1, 2018, pravisicns and non-controlling

interests rather than reslating the figures of the consolidated financial statements for
the year ended December 31, 2017 and earlier.

12



JORDAN KUWAIT BANK

{A PUBLIC LIMITED SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

AS AT 30 JUNE 2018

The table below includes the effect on the opening balance as at 1 January 2018:

Balance as at
Expasure o cradit risk celstad to asssts 31 Decembar
of the balanca sheat 2017
Jo

Ansain
Cash and balancas at contral banks 172,531,778
Balances and dapasits at banks and
financlal institutions 163,028,318
Drecl cradit {acifities - nat 1.562 286,911
Financial assels at fair value through

slatamen! of income 66,673,669
Transtarrad to FVYOC! 66 673,668
From it: Dabi Instruments 60.546.359
From it: Equily Tools 6127.310
Financial assals at [air valua through other

comptehansive incoma 29.240.711
Financial instrumanis at amortizod cosis 395,100,921
Trenstarred to FVCCH 30.836.972
From it; Dabl Instrumants 30,836 872
Delerred tax asset {resulling lrom an

Increase in ECL) 11,299,456
Liabfiities
Othar llabilities — Provision on non-diracl

cradit facifities 45,367.012

Equity
Ganeral Banking Rasenves 14,288,875
flateined Eamings 98,275,774

Expacled cradit
losses (ECLY Etfect ol
Reclassification Impact reclassification
JD JD JO
- {31,114) L
{92,360}

- [46,453,733) .
(66,673,663} . o
(66,673,669} - -
{60,546,359) - -

(6.127,310) - 2
87,510,641 (1.968,856) -
{30.836.972) {33976} -
(30,836,572} - .
(30,836,972} - -

- - 17,282,560

. 9,912,605 -

- - {14,288,875)

- - (26,921,210)

13

Balance as at
1 January

—_ii
Jo

{172,500,662)
{162.945,8585)
1,515,833,178

124,782,498
364 229,973

28,582,018

55,279,617

72,354,564



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

As AT 30 JUNE 2018

The table below includes analysis of credit risk exposure for financial assels exposed fo
expected credit loss as at 1 January 2018;

Exposure to credit riak related to Impact on Dalerrad
asasts of the balsnce sheet Stage 1 Stage 2 Slage 3 Total tax sssals Nat ghact
JD JD JO Jo JD JD
Cash and balances at central banks 314 . - 31,114 7.300 23814
Balance and daposits at banks and
financial instiutions 92,260 - - 82,360 28,244 64,116
Financial assats at falr value through
comprahensive incoma and amartized
cost 424,904 - 1,543,952 1,968,856 589.816 1,379,040
Direct credil lacilitias - net 10,944,809 9,573,458 25,935,336 46,453,733 13.571,749 32,881,984
Financial assels at amortized cost 33,976 . - 33,578 11,882 22,084
Other liabiblles 2,480,999 498,517 6.933.089 9,012,605 3.073.558 £,830.047
14,008,252 10.072.015 34 412,377 5B.492.644 17,282.555 41.210.085
The table below clarifies the expected credit losses for the subsequent period of 30 June
2018:
Staga 1 Staga 1 Stage 2 Staga 2
Indivicuals Totals Indrviduals Totals Stage 3 Tom!
Balances at banks ang financial
institutions 8,151 - - . - 6,151
Daopaosits at banks and financial
institutions 56,801 - - - - §6,801
Direct cradit faciltias - nal 9,160,242 - 5,293,918 - 82,529,768 96,989,928
Deb! Instremanis within a portfolio of
financial assals at amortized cost 24,981 - - - - 24,941
Dabt instruments within a portfolic of
financial aasals at falr vatus through
other comprehensive Incoma 413,392 . - - 1,544,918 1,956,310
Financial collaterals 526,406 13,486 - 1,726,576 2,388,468
Unused limits - - - - - -
Lefiar of credil 351,694 . 59,829 - 24,202 435,725
Ohher pssels 15579 . - - - 15.579
10,655,246 - 5.373.233 - 85,827,464 101,855,543

14




JORDAN KUWAIT BANK

{A PuBLIC LIMITED SHAREHOLDING COMPANY)
NOTES To THE FINANCIAL STATEMENTS

AS AT 30 JUNE 2018

The table below clarifies the opening balances for provisions after implementation of IFRS (9):

Difference due Balance according
Current provision o fe- te IFRS (B} slage
balance measurement thres
JD JD JD

Cash and balancas at central banks - 31,114 31,114
Balance and depostis &t banks and financial 92,360 92,360
instilulions -
Dlrect credit facilities — nat 48,321,331 46,453,733 95,775,064
Debt instruments within a portiofio of financial
assels al amortized cost - 33,976 33,976
Debt Instrumenis within a portfotio of financial
assels at fair valua through other comprehenslve
income - 1,968,856 1,968,856
Non-direct cradit facilities— net - 9,912,805 9,912,605

Distribution of exposures according to the economic sector depending on the stages of [FRS
(9) classification;

Stage
Staga 1 Stage 1 Stage 2 2

Individuals Tolals Individuals Totals Stage 3 Total
Financial 278,787,132 - 7 - 125,084 276,912,233
Industrial 529,369,473 - 37,463,676 - 13,712,157 580,545,306
Trads 341,723,369 - 25,587,486 - 20,976,293 388,287,148
Real estates 137,985,105 - 13,850,190 - 47,446,866 199,282,181
Agriculture 18,735,256 - 17,978,484 . 866,686 38,602,426
Sharas 23,014,286 - 50,0600 - - 23,084,286
Indviduals 230,842,901 - 7.074.405 - 14.796.235 280,715,541
Govammenial and public secior 226,105,901 - - - - 226,105,188
Services £02.785.834 - 44017 - 78,292,146 685.479.741

2,368,348.545 - 106.416.020 - 176,239,467 2,679.004.032

Distribution of exposures according to the Geographical distribution depending on the stages
of IFRS (9) classification:

Slage Stage
Slaga 1 1 Stage 2 2
Individuals Totals individuals Totals Stage 3 Total
1.892,823,68 . 108,416,020 - 160,508,331 2,258,756,038
Inside tha Kingdom 7
Other Middle Ezstam - - . - 178,142,880
cauntries 178,142,580
Europe 208,917,412 - - - 15,589,336 224,506,748
Asla 18,454,488 - - . 141,800 165,596,268
Alrica - . . - - -
USA - - - - - -
Other countries - - - - -
- 106,416,020 - 176,239,467 2,679,004,032

2,396,348,54
]

15



JORDAN Kuwarr BANK

{A PusLIC LIMTED SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

As AT 30 JUNE 2018

Total credit exposures that has been reclassified:

Balances at Central banks
Balances at banks and financial
institutions

Depaoslts at banks and financial
Institutions

Diract credil facilities —net
Bonds and Treasury Bils

Within financial asseis al fair value
theaugh statement ol income

Within financlal assels al fair value
through other compratiensive income
Within flinancial assets at amortized
costs

Derivatives of financial instruments
Financial assels morigaged {debt
instruments)

Other assals

Financial collaterals
Lefter of credil
Other Linbliities

16

Stage 2 Slage 3

The The Rate ol

exposuras £XPOSANES Total exposures

Tolal that have Tolal that have exposures that  that have
exposure been exposure been have been been

valug reclassified valug rectassified reclassifed  _reclassified
97,872,253 20,332,335 160,715,079 23,489,747 43,822,082 7%
- - 13,231,800 - - -
M 20,332.335 173,946.879 23,489,747 43.82%_ 17%
5,642,262 5,000,073 2,248,858 177,908 5,177,881 66%
2,801,485 175,000 43,730 - 175,000 6%
106,416,020 25,507,408 176.239.467 23,667,655 49,175,063 17%




Ll

SER'808°D1 - S51'961'6 & 089'019°'L ES0'SL1 6% 569'289'E2 80¥'£0G'G2

- - - S8(iqen U0
sreA 3 Bgzz'l 000'sLL - oo0'ssL BPaLD Jo KN
a1tz & 866'G11 o pLLLL 186'2L1°'S 806'241 £20'000'S S{RIB|BIHOD [2]UFEU)y

SEr'8L9'01 L51°'080'6 3 BEE'HES' | 280'228'Ey LvL'6BP'EE SEE'TEE'0S

E18558 J8YI0
= 2 = {swawnusisy) 1gep)
pabelipows sjasse |eoueuld

- = g - e o Sjusnisy
lexdeuy 0 sOAREARQ

- - . - - - 8]502 paZIUaIE
|2 GIDSSE  [BIOUBLY]  URQIM

- - - - LU0 SAISUBYIICWN0I

Ayl ybnoig IEA

JjE} 1B 518558 [B{2UBUL UNIIAA

- - - - - - BLION
j0 wawsjels ybnony enea
g} 1e S|9sse Eousuy tnim

. . . & - - - syig AInSees) pue spuog
S6¥'BLE'0L - £S1°080'6 AEE'RES"I 2B0'cen‘er LvL'6BP'ES SEE'2EE'DR {ou = sajjjiiae) pasz 12840
: - . - 5 - - - SUCHININSU| [ejouawy)
ptie syuEq |o sYsodag
. . = . e - - StiopN}St) |2ouBUY
pUE SHUBQ }@ SaJuejeg
- - - : . - - ENUED {ENUBT) 18 SasuBegn
oL Sj@i01 S[EnpMpU| SIBI0L E{ENPIAIPU) pay|sseRal £ obieys uay Z 006}S WoJj
€ abmig ¢ sboys t efing 1 afieig uaeq eAey JEyl paysseal patiissepal
sahsodxs [@0) a1am eY] a18Mm B
sansode samsoixe
roL 0L
PBIESSBI0B] UBEK BABL] [B1) SaMSOaXe U0 S50 Ipald peeds PaiISSEa] UBaq BARy) 1HY) SOMS0OND 0]

‘pajjIsseoa usaq sey Jey) seinsodxe 1o pajdadxa sasso| Jpaln)

810¢ 3NN OE LV SY

SINFWILYLS TVIONVYNI SHL O] S3LON
(ANVJWOD DNIQIOHIBYHS CILINE o11End v)
HWNVE LivAny NvoHopP



81

101'T9LG4 [ TN L7a 961 0L 521 1602 PIFGEZS 5L 056726 B00°2 PTG LEL Y0 15S°L 00L'Z60 59 PR ML IR L [ 3-2 1 71 SArmo'ae | ey
C - - » TCSoomey. | msorm . em T T 7 L]
ust's1sD CRLTINEE o' 52 LRV rugneg
L. 71y WETIT 18 [-{R 17 41 CE9'CZ’ze prepURIIGNS
§OL'CRN'SE wesEes VSI'DBLSLL siasIven IrLZRI'ESH 3721 BLLBIE'RS) RA0
Oupes cysded- Uiy
ter's2 RIE'EEZ'S 054 956'L6 ©7rs) LULErIYs CRUEHYD 150 4T
. = ¥ 2AT09's L6L'r68'155't VRLLE0r) LoV L2600 ..iu
R o3 g eaedea a3 Y T eedsE . 193 [3=TT] DoAY T wooag . T wWese T T Wam
u sy L] L] 6 e
(LT 158504
wan
& nonm zodmg ¢ ofimg
161 St DY BARTY 1y 1600272 ¥} Ucrieylie: vowerTTER O Y

‘BLOZ SUNP OE 10 SB 6§ SHJ| yiM ANLLIO|UoD Ul pUB (§002/4b) "ON UCHIBMISSE]D JO SUD|SIACId BU)} LitM 30UBPIODIE U] SeMsodxe Ipald

‘8102 Arenuer | Jo S 8 SHL) YIM Juas|SU0D Jsuustl B L) pue (£$/6002) "ON UOHEISSEID JO SuoisiAcid au) Lijim eouBPIcIdE Uj S3NSodxa IPaID

005 60C°Z | RYI56L oSO HK'05! rigry ISFEISE [ g T Buriz [ Y BTSN oI 'er oYZ XE'118'1 ECY 10V21 (LI g2y moL

. - : g - - - - ToLim; 1SU200 By ST DS HI0Fs L)

Ty T} [[ra0-TR1] caL'rry HEre 19l L]

ZJF TAT CI16'55r'S) IS 45C°105'5e prepmInG

008 6OT'2Y mWoDSTSL 056 YOSt 190" 100" 1y HETICU TS 10r'E) IErILen sy

)

o' wrS8 EEROCY ZRI - . wrvicz T PIETIL MEIPIETLY = yREM

. . SO LE ST 0) AT SINY - 166'006°08Y'1 LLE0R6'020's oy

Buunogag

emndwn 23 [T BGRRGINT RLE] =5TT5) ey 53 D VOrRADId [L 55T e [0
v IR L] ] w IS
1 oyt
cobng Zolnsy 1 obeig s
{6] St o1 nUTUOOY 1y le00222 ¥} LORR PO ) of STy L]
2L0C 3NNI OE LV SY

SININILVYLS TVIONVNIL 3H L 0L S310N
(ANVAWOD DNIGTOHIBVHS Q3Lwn 21Nand )
ANYE LIVMNY Nvadop



JORDAN KUWAIT BANK

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

AS AT 30 JUNE 2018

Risk Management:

The responsibilties of the Risk Management Department of the Bank include all the Bank's
departmenis and branches operating inside and outside the Kingdom as well as lis
subsidiaries through identitying, determining, measuring and managing risks under
intsrmational best practices and within the limits of the functions and responsibilitfes of Risk
Management.

The responsibilities of the Risk Management Depariment in the Bank include the following
areas:

- Credit risk

This represents the potential loss resulting from the customer's inability or
unwillingness o meet its obligations on time. These risks are one of the most significant
risks to Banks.

- Market risk
This represents the losses that the Bank may be exposed o as a result of any financial

positions within or outside the balance sheet due to any changes occurring in the
market prices.

- Uguidity risk
This represents the losses that the Bank may be exposed to due to lack of funds
naeded to finance the increase of its investments or to repay its obligations when they
become due on time with appropriate cost. (This is part of asset and liability
management (ALM). Reporis, in this regard, are prepared by Risk Management).

- Interest rate risk
This represents the exposure lo adverse movemenls in interest rates that affects the
profitability of the Bank due to the change in net interest income and in the economic
value of {he cash flows of assels and liabililies.

- Operational risk
This represents the loss resulting from lhe failure or inadequacy of internal procedures,

human alement, systems, ar extemnal evenis. This definition includes legal risk bul not
the strategic and raputation risk.

- Information Security & Business Continuity Risk

This represents the loss resulting from the use of information by unauthorised persons,
or the disclosure, distribution, modification, destruction of deletion of such information.
This definition applies to any type of information whether writien on paper or in a file
on Intarnet. This also includes business conlinuity and disaster racovery.

18



JorApaN Kuwarr BANK

{A PUBLIC LIMITED SHAREHOLDING COMPANY)
NOTES To THE FINANCIAL STATEMENTS

As AT 30 JUNE 2018

Detailed responsibilities and functions of risk management sections

1-

Credit Risk:

The Risk Management Department reviews the credit policy periodically and in
coordination with the representatives of corporate and individual facilities. The policy is
the indicator and the basic guide for the different duty staticns in clarifying the degree
of credit risk acceptable 1o these stations.

Opinions on credit applications are expressed by the Risk Management within the credit
terms specified by the Board of directors without financial responsibility,

The internal credit rating system is reviewed and evaluated independently of the credit
marketing departments through the Risk Management. The Bank has a sysltem
documentied and approved by the Board. Any element that may contribute to the
expectation of a client's default is taken into consideration, which helps in measuring
and classifying customer risks. This should facilitate the decision-making process,
pricing facilities and detesmining customer and product profitability, credit management
and the review and analysis of credit porticlio. In addition, it helps to retain the necessary
data that faciiitate the application of foundation internal ratings-based approach (FIRB)
o credit risk within the Basel requiremenls. An automaled credit raling system Is
implemented to supponr this. The Scoring Card System is used in the same framework.

The Risk Department recommends, independently of the credit markating depariments,
1o set specific conirols and Hmits, documented with clear policies and proceduras to
ansure compliance therewith. Such limits are reviewed periodically and adjusted, if
necessary. There are specific limils set out and approved by the Board of Direclors in
dealing with banks, countries and various economic sectors. One of its tasks includes
defining limits for any possible concentration of credit guarantees or praducts.

The Risk Management Depariment prepares an analysis of the credit portiolio whereby
the Board of Direclors is clearly provided with an indicatlon of the quality and different
ratings thereof. The Board is also provided with any concentrations as well as historical
benchmarking comparisons along with ihe banking sector where possible. Therealter,
appropriate recommendations to mitigate existing risks are made.

2- Market Risl:

The Bank has specific policles and procedures approved by the Board of Direclos for
identifying, measuring, menitoring and controliing the market risk. These are periodically
reviewed, and the implementation thereof is monilored. Such policies include:

Investment policy: the representatives of Treasury and Risk Depariments develop and
review this palicy and amend it annually, i required. They also present it o tha
Invesiment Committee and the Asseis and Liabilities Committee.

The Bank has a written market risk policy approved by the Beard of Directors that
describes how to Identify, measure, control and mitigate market risks. The Bank also
has writien policies approved by the Board of Directors, which define the fundamentais
of portfclio management and Investment funds, including operational bases, desired
investmen! instruments and effective controls, in addition to a policy clarifylng the basis
for dealing between the Bank and its cuslomers in convertible foreign currencies and
major precious metals an a margin basis. The Risk Management Depariment develops
such policies in cooperation with the concerned deparments. Periodic (dally and
monthly) reports are submitted by Middle Office under market risk / risk management
for adherence with the above policies.

The Risk Management Department prepares Value at Risk ('VAR'} and measures
sensitivity analysis, interest rate risk, limits and other reports included in the relevant
policies approved,
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3-

Liguidity riskc:

The Risk Management Depariment, in cooperation with the Treasury Department,
develops a written policy for liquidity risk management which is approved by the Board of
Directors of the Bank.

The Risk Management Department monitors the Bank's commitment to liquidity ralios set
by the Central Bank ol Jordan and the supervisory authorities under which the Bank's
branches operate. The Bank's liquidity is manitored on a dally basis by the Treasury
Depariment.

Liquidity is also monitored by the Asset and Liability Management Committee chaired by
the Director General and comprises the Head of Risk Management. It is govemned by the
ALCO Policy through periodic reports prepared by the Risk Management Depanments
and the Treasury Department. They are presented and considered by the Committae
members who make appropriate recommendations in this regard.

The Risk Managemenl Depariment, in coordination with the Treasury Department,
preparas a written policy for a Liquidity Contingency Plan to address any liquidity problems
at the Bank, at various levels and scenarios which is approved by the Board of Directars
of the Bank.

Operational risk:

The Risk Management Department prepares and reviews documented policles and
procedures for identifying, evaluating, mitigating and controlling operational risks. This is
done to ensure compliance with the Basel requirements and to anhance the efficiancy
and effectiveness of the Bank's control environment. The Bank uses an automated
oparational risk system covering the Sell-Assessment areas and Events Collection
system, and identifies and analyses Key Risk Indicators (KR} to the Bank's operation
centres.

Combination between different risk management is done by the Risk Management
Department when setting controls and procedures to ensure that all risks are hedged to
achieve the concept of Enterprise Risk Management.

The Bank has documented Standard Operaling Procedures (SOP's) that are reviewed
and amended periodically by the relevant departments and under the supervision of the
Operations Development Department. Any procedures that are modified or developed,
including any new products, are presented to deparimenis of internal audit, compliance
and risks to study possible risks and adequacy of existing controls.

information Security & Business Cantinuity Management

The Risk Managemeni Department develops a clear, documented, and approved
Business Conlinuily Plan. The necessary lests are made regularly thereto, in accordance
with the broad concepi of Business Continuity Management supporied by the DRS
automaled system for more efficient business continuity management, and in line with the
Instructions issued by the Central Bank of Jordan, and in accordance with international
best practices in this regard.
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A team for Information Technology Securily has been mobilised, reporting directly to Hisk
Management in order to support them. Such team is independent in its reporting from the
Director of Information Systems Depariment. This Is done in accordance with the
international best practices including the 1SO27001 and PCI requirements.

- Risk Management participates in the preparation of an appropriate risk assessment in the
event of a new aclivity or product on the verge of being launched in a particular market.

6- Int risk

The Risk Management Depariment prepares a documented interest rate risk policy that
govems the identification, measurement and conirol of inlerest rate risk within the ALM's
framework - ALCO, approved by the Board of Directors. The Risk Management
Department prepares the necessary repors and submits to the ALCO Commitiee in the
Bank.

Compliance with Basel decislons

The Department oversees the impiementation of the requirements of the various Basel
decisions, including the accounting of Basel Il capital adequacy ratios including liquidity
ratios, and efectively contributes 1o Capital Budgeting.

The Departiment prepares stress lests, evaluates intermal capitai and issues analytical reporis
on capital.

The Department also issues various financial analyses of banks with the preparation of new
analyses specialised in specific aspects by taking advantage of the disclosures issued by
banks.

First: The dagcriptive disclosuras:
1. Definition of the Bank's implementation of default and the mechanism ot addressing it:

The Bank defines the default and the mechanism of addressing it in accordance with the
instructions of the Central Bank regarding the application of IFRS 9 No. 13/2018 issued
on 6/6/2018. The Central Bank's instructions No. {47/2009) dated 10/12/2008 (item il /
D) include a number of indicators on a default evant which must also be complied with.

The main content of the definition of default is the items that indicaie or result in non-
compliance with contractua!l conditions such as:

- The existence of dues equal to or greater than (80) days.

- Increase in risk ratings above -7.

- Cradit exposure / debt instruments that have evidence that they have become
defaulted {irregular) or are expacted to be defaulted scon.

- The debtor parly is experiencing significant financial difficulties {very weak financial
statements).

- The exislence of clear indications that the debtor is near bankruptcy.

The mechanism of addressing default:

The Bank will follow-up with the customer before their default, trying not to reach the
stage of classification of the facilities granied to them. In case of classificalion, the
specific provision will be made against the facilities In accordance with the instructions
and standards. In addition, they will be followed-up by the Department of Follow-up &
Collections before starting the legal proceduras in case of fallure to reach solutions or
schedules according to the instructions of the Central Bank of Jordan and the supervisory
authorities in the countries where the Bank operates.
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2. A detailed explanation of the Bank's internal credit rating system and its working
mechanism:

- Internal credit rating system for corporate customers:
The Bank has an automaled internal credit rating system from Moody's supplier. The
rating system includes all of the processes, controls, data collected, and the infarmation
system that support and asses the eredit quality of the borrower. It is then translated to
the degres of risk 1o customers and linked to the possibility that the customer will default.
‘This contributes to calculating the expected credit loss.
Moody's system that contains following models to calculate customers credit rating:

¥ Large Enterprises Rating Model.

v SME Rating Model {with financial data).

v SME Rating Model (withou! financial data}.

¥ Customer Rating Mode! for Project Financing.

v High net worth customers Rating Model.

- The grades in the system range from 1 {(Exceptional: a very high quality and low risk
company) to 10 (Paer: a non-working classified company) - 7 working grades and 3
non-working grades.

- Therels & clear and specific Master scale. Each credit rating is calculated by Moody's,
ofiset by the probability of default (PD).

- Financial and non-financial analysis of clients Is mada. Moody's Financlal Analysis
Structure consists of four main sections:

1- Operations:
2- Liquidity:
3

Capital structure:
4. Debt Service:

An override can be used to classify the customer through an approval of the Facility
Management Committee for the proposed ratings.

Internal Credit Scoring System for individual customers:
Retail customers (individuals) are rated and given a rating grade based on their risk

before their loans are approved. Such ratings are utilised to estimate the probability of
default. This is done for housing loan products, auto finance and consumer loans.
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3. The mechanism adopted to calculate expected credit losses (ECL) on financial

instruments for each item:

The *loss test” model is used using the ECL model, which requires the use of estimates
and judgments to estimate the economic factors that have an effect on the impairment in
accordance with the new model. This model has been applied and the impairment loss
has been calculated in accordance with the following rules:

12-month impaiment losses: The expeactad impairment of default is calculated within
12 months following the date of the financial statemenis,

impairment losses for the useful life of the instrument: The expected impairment on
the life of the financial instrument is calculated until the maturity date of the
consolidated financial stalements.

The mechanism far calculating expected losses depends on the probability of default,
which Is calculated according to the credit risk, future economic factors and loss given
default (LGD), which depends on the value of the existing collateral and the amount
of the exposure at default (EAD).

ECL are calculated for all financial assets of the Bank individually using the risk
components of each instrument according to the following equatian:

ECL = PD * LGD * EAD.

In accordance wilh the requirements of IFRS 9, ECL measurement model is applied within
the following framework (except as measured at fair value through statement of income):

lLoans and credit facilities (direct and indirect).

Debt instruments carried at amortised cost.

Debt instruments classified at fair value through other comprehensive income.
Financial guaranteas provided in accordance with the requirements of IFRS B.
Trade recelvables.

Credit exposures to banks and financial institutions [excluding current balances used
1o cover bank transactions such as remittances, guarantees and credits within a very
short period of time (days)].

In respect of renewable facilities, ECL are calculated based on lhe behavicural maturity of
three years.

4. Definltion and mechanism for calculating and monitoring the probability of defauit

(PD), exposure at default (EAD) and loss given default (L.GD).

A- Probability of Default {PD):

This represents the risk arising from the borower's inability or unwillingness to repay
its debts in full or on time, which is normally anticipated by analysing the customer's
ability to repay its debl In accordance with its financial statements. The probability of
default of the customer generally relates to financial data such as insufficiant cash
flows to service debt, low operating income or margins, high leverage or low liquidity.
Accounting is done as follows:
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Cormporale customers:

PO is calculated by linking the credit ratings within the internal credit rating to the grade
of default identified in the Master Scale and for each individual customer. The
probability of default Is converted from Through the Cycle (TTC) to Point in Time, after
the credit rating has been calibrated and the probability of default to match the bank's
default data.

For defaulted loans (Stage 3), the probability of default is set at 100%.

Accounts not rated intemally are assumed to have a rating grade of 5 with the Bank
and -5 with Ejara Company.

The credit exposure related to the Jordanian Government has been processed with
no credit losses.

Retall customers:

Their PD Is calculated based on Behaviocural Scoring and based on logistic regression for
gach customer,

For debt instruments and money market, Moody's external credit rating was adopted. If the
debt instrument of an unrated company Is treated as unirated companies. As for the unrated
banks, the credit rating of the country io which the bank belongs is adopled and adjusted to
suit the financial solidity of the Bank.

B- The Proportion of Losses Given Default:

This represenis the ratio of assets that ara expected to be lost if the customer defaults.
This ratio is defined at the level of the facility rather than at the customer level. it is
afiected by various factors such as the avaitability of collateral, type of guarantee,
priority of payment, the duration and quality of the loan. The accounting is done as
follows:

Corporate customers and debt instruments:

An LGD accounting system is used based on a number of determinanis, including the
customer's credit rating, economic sector, type and value of collateral and coverage
ratio. These are calculated based on historical information.

Haircut rates have been made for guarantees greater than those specified by the
instructions of the Central Bank of Jordan.

Setting floor limits for LGD ranging from 0% 1o 10°%.

Delaulted facilities {Stage 3) - The proportion of LGD has been identified for the
unsecurad portion with guarantees of 100%.

The ratio of LGD to the Jordanian government was sal at 0%.

Retail customers:
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A model was developed for the accounting (Logistic regression model) using the variables
used in the accounting of the Probability of Default model.
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C- Exposure at Default (EAD):

The amount at risk Is defined as the amount of the indsbtedness in which the Bank is
exposed to the probability of detault in the case of a customer default as following:

- The current balance of direct faciiities and a CCF proportion ol 100% for indirect
facilllies.

- In the case of limits, the value of the amount exposed to the default shall be divided
into two parts; the utilised obligations and the unutilised obligations where the balance
or ceiling is calculated, whichever is higher.

For retail, cradit is used to determine the value of {he default amount using the facilities
prepayment ratio of customers.

§. Determinants of the significant change in the credit risk on which the Bank relled
in calculating expected credit [osses.

Rating Criteria

Stage 1: This includes credit exposures / debt instruments that have not received
a significant increase In their credit risk since the initial recognition of the
exposure / Instrument or have a low credit risk at the date of preparation
of the financial statements. Credit risk is considered to be low if the
following conditions are met:

Low defauit risk.

The debtor has a high ability in the short tenm 1o meet its obligations.
The Bank does nat expact adverse changes in the economy in the long-

term working environment adversely affecting the debtor's ability 1o meat
its obligations (macroeconomic indicators and siress tests).

Stage 2: Accounts with dues more than 30 days and less than 90 days.
Accounts that were previously scheduled.

Accounts that were structured twice in a year.

Accounts rated by internal credit -7.

in case of reducing the actual or expected internal credit rating of the
barrower or the credit expasure / debt instrument according to the
internal raling system applied by the Bank.

Actual or expected significant decrease in the external credit raling of the
credit exposure / debt instrument.

Substantial negative changes in the performance and behaviour of the
borrower such as late payment of instalments or unwillingness to
respond to tha Bank.

Stage 3: This includes credit exposure / debt instruments that have evidence(s)
that they have defaulted {irregular) or are expected to default soon,

The deblor Is experiencing significant financial difficulties (very weak
financial data).

Non-compliance with contraclual conditions such as the existence of
maturities equal to or greater than (80) days, and credil rating higher than
-7.

The exisience of clear indications that the debtor is near bankruptcy.

In addition to the above, the Central Bank Instructions No. (47/2009)
dated 10/12/2009 (iem H / D) includes a number of indicators
demonstrating an evant of default which must also be complied with.
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- There are clear and specific criteria for ralings in the three stages (a, 2 and 3) and the
transfer among them. According to the instructions of the Central Bank of Jordan,
which state that in the event of an improvement in the quality of credit and the
availability of sufficient and decumented reasons making it possible to transfer credit
exposures from Stage 3 fo Stage 2 to or from Stage 2 to Stage 1, the transter should
only take place after the improvement of the cradit position of the exposure and the
obligation lo pay at least three monthly instalments, two quarierly instalments or semi-
annual instalment on fime, in addition to improving the credit rating of the customer to
be higher than -7 in order to be transferred to Stage 1.

- The downgrade of credit rating / debt instrument by two grades on the ten-point rating
system since the dale of initial recognition is evidence of a signiflicant credit risk
decline.

6. Key economic indicators used by the Bank in calculating expected credit loss.
The Bank uses key economic indicators in calculating expected credit loss, as follows:

Corporate: GDP growth indicators and the financial markel index

Retail: A larger number of variables has been used, the mest important of which ara
consumer price index, GDP, interbank rate of interest, volume of consumption,
expected inflation, unemployment rate, discount rate, deposit rate and other rates.

7. Govarnance of applying the requirements of [FRS 9, including the responsibilities
of the Board of Directors and Executive Management to ensure compliance with
the requirements of IFRS 9.

Bank's Board of Directors

- The Board of Directors Is responsible for establishing the Bank's acceptable risk profile
and effective management of risk management.

- The Board of Directors is responsible and authorised to approve the expected credit
losses in the Bank's financial statements,

- The Board of Directors of the Bank shall pravide appropriate governance structure and
procedures to ensure the proper application of IFRS 9 by defining the roles of the
commiltees, departments and warking units of the Bank, ensuring the integrity of the
work among them and providing the appropriate infrastructure.

- The Board of Directors shall ensure that the Bank's management develops the
necessary systems to provide adequate and accurate information and data in order to
provide the Bank with the accurale ability to calculate and with the participation of all
relevant business units in the Bank and under the supervision of the Board of Diractors
and its related committees.

- The Board of Directors shall ensure that the Bank's management implements high
quality and reliable quality systems in terms of inputs, operating processes and results.

- The Board of Directors shall ensure that the Bank's control unils, specifically risk
department, intemal audit department work to verify the validity and integrily of the
methodologies and systems used in the application of IFRS 9 and to provide the
necessary support to these supervisory units.

Board of Directors' Audit Committee:

- The Committee monitors compliance with the expected credit loss accounting
framework in accordance with IFRS 9 and ensures thal all aspects of the internal audit
are audited.
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- The Committee recommends to the Board of Directors the adoption of expected credil
loss figures as part of the quarterly financial statements.
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Board Risk Caommittee:

= The Commiltee reviews and recommends the adoption of the credit risk assessment
framework and assumptions.

- The Committee is responsible for the accounting of expected credit losses and is
reviewed at the level of the Board of Direclors wilh respect to the roles and models
usad for the accounting.

Management Committee for Allocations:

- ltis responsible for any maltter related to provisions, accounling processes and follow-
up matters relating to accounting

- It is responsible for any exceptions lo the results of the outputs of the systems, the
specific procedures and the documented models of the accounting process.

- Mt reviews the process of staging rules and sels the necessary recommendations.
- Itviews the accounting of ihe expected credit losses and recommends the adoption.

Risk Management:

- The Risk Management Department undertakes the necessary wark to varify the validity
and integrity of the methodologies and systems used in the application of IFRS 9.

- ltIs responsible lor the accounting of expected credit losses .

- Itreviews the used models and assumptions used in the accounting and recommends
any required modifications to the Independent model validation .

- It evaluate the credit rating systems, determinants and results.

- It analyses the various accounting results and reviews the accuracy and efficiency ol
the accounting process.

- It prepares detailed statemenis required by the Central Bank of Jordan
- itmakes recommendalions to the Apprapriations Committee on any override operation

- It develops indicators that are indicators of significant change in credit risk.

- It reviews the transition between different slages, compares them with staging rules
and reviews these limils periodically.

Finance Department:

- [t participates with the departments concerned with reviewing the business meodel,
through which the objectives and bases of acquisition and classification of linancial
instrumenis are determined, in order to ensure integration with other businass
requirements.

- It prepares accounting restrictions and reverse the results of the accounting on the
main banking system.

- It prepares necessary disclosures in cooperation with the concerned departments in
the Bank.

Internal audit:
The Intemal Audit Department undertakes the necaessary work to verify the validity and

integrity of the methodologies and systems used in the application of IFRS 8.
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(c) New standards and interpretations applied for annual reporting period
commencing 1 January 2018 and which are early adopted by the Bank:

- IFARS 16 “Leases”

Nature of change: [FRS 16 was issued in January 2016. It will result in almost all
leases being recognized on the balance sheet, as the distinction between operating
and finance leases is removed. Under the new standard, an asset (the right to use the
leased iter) and a financial liability to pay rentals are recognized. The only exceptions
are short-term and low-value leases. The accounting for lessors will nol significantly
change.

Impact: The Standard will primarily affect the accounting of the Bank's oparating
leases. As at the reporting date, most of the Bank’s operating leases are shori-tern
and low-value leases. Therefore, the standard is not expected to have any financial
impact on the Bank.

Mandatory application date: Mandaiory for financial years commencing on or after
1 January 2019. At this stage, the Company does not intend to adopt the standard
before ils effective date. The company intends to apply the simplified transition
approach and will not restate comparative amounts for the year prior to first adoption.

{3) ACCOUNTING ESTIMATES

Preparation of the accompanying consolidated financial statements and the application of
accounting policies require from the Bank's management to estimate and assess some ltems
affecting financial assels and liabilities and to disclose contingent liabilities. These estimates and
assumplions also affect income, expenses, provisions, and the financial assets valuation reserve,
In particular, they require the Bank's management to estimate and assess the amounts and timing
of future cash flows. The aforementioned estimates are based on several assumptions and factors
with varying degrees of consideration and uncertainty. Furthermore, the actual results may ditfer
from the estimates due {o the changes arising from the conditions and circumstances of those
estimates in the future.

Management believes that the estimates used in the consolidated financial statements are
reasonable. The details are as follows:

- Aprovision Is set for lawsuits raised against the Bank and subsidiaries. This provision
is subject to an adequate legal study prepared by the Bank and subsidiaries' legal
advisors, Moreover, the study highlights potential risks that may be encountered in the
future. Such legal assessments ara reviewed frequently.

- A pravision for loans is laken according to bases and estimates approved by
management in conformity with the Central Bank ef Jordan Instructions and IFRS 9.

- Impaiment loss for the properies seized by the Bank is taken afier a sufficient and
recent evaluation of the acquired properties has been conducted by approved
surveyors, and impairment loss is reviewed periodically.
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Management periodically reassesses the economic useful lives of tangible and
intangible assets for calculating annual depreciation and amarization based on the
general status of these assels and the assessment of their usefui economic lives
expected in the fulure. Impairment loss is taken to the consolidated statement of
income.

Management frequently reviews the financial assels stated at cost to estimate any
decline In their value. Impalrment loss is taken to the consolidated statement of
income.

Fair value hierarchy: The Bank is required to determine and disciose the level in the
fair value hierarchy into which the fair valua measurements are categorized in their
entirsty, segregating fair value measurements in accordance with the levels defined in
International Financial Reporting Standards. Differentiating between Level (2) and
Level (3) fair value measurements, i.e., assessing whether inputs are observable and
whether the unobservable inputs are significant, may require judgment and careful
analysis of the inputs used to measure fair value, including consideration of factors
spacific to the assst or liability. When evaluating the fair value of the financial asset or
liability, the Bank uses market information {if availabie) and in the absence of the first
level inputs, the Bank deals with the independent and qualified parties to prepares
evaluation studies. Appropriate methods of assessment and inputs used lo prepare
the evaluaticn are reviewed by management.

{4) CASH AND BALANCES AT CENTRAL BANKS

Mandatory cash reserve amounted to JD 93,374,518 as of June 30, 2018 {JD 94,233,506 as of
December 31, 2017).

Except for the statulory cash reserve, there are no restricled balances as of June 30, 2018 and
December 31, 2017.

There are no Cenrtificates of Deposits as of June 30, 2018 and December 31, 2017.

Central Bank's balances movement (Unaudited):

Stage 1 Slaga 2 Slaga 3
Incividually Individually __ Individually Total

Total balance as at baginning of the period 172,531,776 - - 172,531.776
New balances during tha period 29,342,910 - - 29,342,910
Pald balances (Repaid/ Derecogrized) {43,626,599) - - (43.626,599)
Transferred to stage 1 . - - -
Translerred to stage 2 . - -
Transfemed to stage 3 - = .
Changes from amendmenis = - .
Written off balances - -
Changes dua lo changes in exchange - - -
rales

Total balance as at period end 158,248,087 - - 158,248,087
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Provision for impaimment loss movemant:

Slage 1 Slage 2
Individualty Individually Stage 3

Total balance as at beginning of the pariod 31,114 - -
Loss on impairment over balances added during the
period - - -
Ravarsed from impairment loss over settled
balances (Repaid/ Derecognized) {20,937}
Transferred to stage 1 {4,026}
Transferred o slaga 2 -
Transferred to stage 3 =
Impact on provision ~ as al period end — due 1o
reclassification between the 3 stages during the
perind
Changes from amendmenis
Wiitlen off balances
Changes dus 1o changes in exchange rales

31,114

{20,937)
{4,026)

Total balance as at period end 6.151

6,151

{5) _BALANCES AT BANKS AND FINANCIAL INSTITUTIONS

Non-interest bearing balances at banks and financial institulions amounted to JD 78,153,705 as

June 30, 2018 (JD 45,098,151 as of December 31, 2017).

Restricted balances amounted to JD 708,000 as of June 30, 2018 (JD 2,558,072 December 31,

2017).

The provislon for impairment on balances with banks and financial institutions are in accerdance
with International Financial Reporting Standard No. (9) amounted to JI 56,801 as of June 30,

2018.
Balances at banks and financial institutions movement:
Staga 3
Staga 1 Stage 2 Individually
Individually Individually Total

Total balance as al beginning of the period / year 163,020,594 163,020,594
New balances during the period 53,653,140 . - 53,653,140
Paid balances (Repaid/ Derecognized) {82,068,423) - - {82,0€8,423)
Transferred to stage 1 21,126,596 - - 21,126,596
Transferred to slage 2 - . o -
Transferred to stage 3 - - - -
Changes from amendments - o . -
Written off balances o r = -
Changes due to changes in exchange rales = - - -
Total halance os at period end / year 156,731,907 - = 155,731,807




JORDAN KUWAIT BANK

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

As AT 30 JUNE 2018

Provision for Impairment loss movement;

Tolal balance as at period beginning

Loss on Impatrmant over balances added during tha
period

Heversed from impairment lass over seltled
balances (Repaid/ Derecognized)

Transfarred fo staga 1

Transferrad to stage 2

Translerred 1o stage 3

Impact on provision — as at period end - due to
reclassliication between ihe 3 stages during the
period

Changes irom amendmenis

Written off balances

Changes due to changes in exchangea rates

Total balance as at perfod end

Slage 1 Stage 2 Stage 3
Indviduglly Individually Individually Total
92,284 - = 92,284
31,548 - - 31,548
(73.028) - . (73,028}
5.875 . . 5,975
58,779 - - 56,779

{6} DEerosiTS AT BANKS AND FINANCIAL INSTITUTIONS

There are no deposils mature aftar one year as of June 30, 2018 and December 31, 2017.

There ara no deposits that mature after six months to one year as of June 30, 2018 and December

31, 2017.

There are no deposits mature within three to six months as of June 30, 2018 and {JD 6,246,210

December 31, 2017.)

The resiricted deposils amounied to 17,725 JD as al 30 June 2018 and 31 December 2017,

- Provisions for impairment in respect of balances with banks and financial institutions in
accordance with International Financial Reporting Standard (IFRS) 9, 21 JD as of June 30,

2018,

(71 __DIRECT CREDIT FACILITIES - NET

Individuals (reiai):

Overdralt accounts

Loans and promissory noles”
Cradit cards

feal zalata lcans

Companies:

Large

Overdrail accounts

Loans and promissory notes®
Small and Madium

Overdrait accounts

Loans and promissory notes®
Goeveramenl and public sactor
Tolat

Less; Provision o impairment loss in direct cradit facdities
Interest in suspanse

Nat Diract Crackl Facilities
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June 30,

2018 Decembar 31, 2017

Unaudited Audited

Jo Jo

928,603 12,451,875
128,841,422 128,561,331
12,580,009 10,976,355
252,975,158 222,533,778
219,259,532 223,112,571
818,948,319 808,053,454
16,360,524 11,413.661
94,089,862 94,080,879
104,587,096 114,811,677
1,648,000,725 1,624,005,781
{96,989,928) {49,321,331)
(15.256.632) {12,401,539)
1.536,754,165 1,562,286,911




JORDAN KUWAIT BANK

{A PuBLIC LIMITED SHAREHOLDING COMPANY)
NOTES To THE FINANCIAL STATEMENTS

As AT 30 JUNE 2018

*Net after deducting interest and commission received in advance of JD 186,601 as of June 30,
201B (JD 227,653 as of December 31, 2017).

Credit facilities within slage 3 amounted to JD 175,790,198 which is equivalent to {10.7%) of
total direct credit facilities as of June 30, 2018 (against non-performing facilities that amounted
to JD 89,714,830 which is equivalent to {5.5%) of total direct credit facilities as of December 31,
2017).

Credit facilities within slage 3 nel of interest and commissions In suspense amounted to JD
160,627,097 which Is equivalent to (9.8%) of total direct credit facilities balance after deducting
suspanded interest as of June 30, 2018 (against JD 77,313,291 which is equivalent to {4.8%) of
total direct credit facilities balance after deducting suspended interest as of December 31,
2017).

Direct credit facilities granted to and guaranteed by the Government of Jordan amounted o JD

60,698,871 which is equivalent to (3.7%} of total direct credit facilities as of June 30, 2018
(against JD 67,116,547 which is equivalent to (4.1%) as of December 31, 2017).

Provision of Impaimmeni Logs in Direct Credit Facililies

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

the period / year:
Companies
Gavarnmant
Real Estale Small and and Public
Indlviduals Loans Large Medium seclor Total
JD JD JO Jo JD JD
For the six months Ended
June 30, 2018
Balance — beginning of the
pariod 8,277,001 3,801,119 37,172,012 1,371,199 - 48,321,331
Effect of adopting IFRS (9)-
Note (2} 4,497,126 10,294 979 27.807.871 3,844,280 9.477 46,453,733
Balance- al tha beginning of
the period 10,774,127 14,196,098 65,579,883 5,215479 9477 95,775,087
Add: deducled frem incoma
during tha period 3,467,055 3,489,936 5,154,829 2,135,183 - 14,246,813
Less: Surplus in provision of
credit facilities {3.410.642) (2.982.279) {5.035,610) (1,593.941) {9,477) {13.031,949)
Balance - End of the
Perind 10,830,540 14,703,755 55,698,902 5,756,731 - 95.989.92.8_
Total provisions- stage 1 5,875,657 1,128,132 2,162,954 193,480 - %.1%0,333
Total provisions- slage 2 928,357 897,879 3,268,153 105,538 - 5,299,983
Tatal provislons- slage 3 4,226,526 12.577.744 60,267,785 5,457,703 - 82,529,768
10.830.540 14,703,747 65.698.902 5,756,731 - 55,969,928
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Companies
Governme
Real Estate Smalt and
individuals Loans Large Medium Total
JD JO JD JD JD
For perfod Ended December
31, 2017
Balance - baginning of the
period 6,442,539 5471122 59,072,935 2,133,777 - 73,120,373
Deducted trom income during
the perlod 1,739,660 827.082 26,175,921 355,617 . 29,098,280
Surplus In provision of credit
facilities (1,560,757) (2,397,085) (9,699,989)  {1,066,520) - (14,724,351)
Used from provision during the
year {written-off) (344.441) - - {51,675) - (396,116}
Non performing credit ofi-
consaiidated statement of
financial positions
- - (37,776,855} - - (37.776.855)
Balanca = End of the Period 6,277,001 3,801,119 37,772.012 1,371,199 - 49.221,331
Total of watch list provisions 260,063 19,006 2,001,010 26,629 - 2,314,708
Tetal non-performing provisicns 6,008,938 3,882,113 35,771,002 1,344,571 - 47,008,624
6.277.001 3,901,119 37,772.012 1,371,200 - 49,321,332

*According to the Board of Directors decision, direct credit facilities were written off during the
year of 2017 amounted to JD 396,116.

-The disclosure abova is related lo provisions against debts calculated on the basis of the
individual custorner.

-The provisions na longer needed due to settlements or repayments of debis transterred against
other debis amounted to JD 13,031,948 As of June 30, 2018 (against JD 14,724,351 as of
December 31, 2017).



JORDAN KUWAIT

(A PUBLIC LIMITED SHAREHOLDING COMPANY)
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NOTES TO THE FINANCIAL STATEMENTS
As AT 30 JUNE 2018

Movement on facilities - Ceonsolidated at period end

Slage 1 Stage 2 Stage 3 Total
IndividuaBy Total Individualy Total

Tolal balance as at period

baginning 1,485,572,507 - 162,386,276 - 138,175,050 1,786,113,833
New facilities during the year 125,760,956 - 11,802,808 - 12,438,340 150,003,204
Paid balances (Repald/

Derecognized) {121,850,865) - {19,842,035) - (14,470,488) {155,563,406)
Translerred to staga 1 31,223,016 - {62,788,822) - {1.162,084) (32,727,800)
Translerred to stage 2 (20,374,290} - {3,324,865) - {1,043,805) (24,742,780)
Transterred to stage 3 (5,384,718) - (10,773,744} - 3,287,328 {12.881,132)
Changes from amendmenis 57,050,336 - 20,332,335 - 23,489,747 100,872,478
Written off balances : - - - - -
Changes due to changes in

exchange rates - - - - - -
Total balance as at period

end 1,551,886.,984 = 97,572,253 = 160.715,080 1.810,674.317

The following is the movement on the provision of impaiment loss - Consolidated as at period

end:

Balance - beginning of the
period

Impalment loss on the new

facilities during the year
Reversed from impalrment
loss over settled balances
{Repald’ Dearecognized)
Tsanslamed to stage 1
Translerred to stage 2
Translerred to stage 3
Impact on provision - as al
period end - dus Io
reclassification  belween
the 3 stages during the
period
Changes
amendments
Writlen off balances
Changes dus to changes
in exchange rates
Balance — End of the
Perlod

from

Re-allocation;

Provisions on an Individual
basis

Provisions on a colleciive
basis

Total balance as &t perlod
and

Mediumand  Govemment
Real Estate small and Public
Individuals Loans Corporate businesses seclor Total
JO JO JD JO JO JD

10,783,506 14,196,098 65,579,890 5215479 9,470 95,775,064

1,488,623 202,532 5,676,924 BB8,B4g - 8,266,920
(2,028,220) (286,8895) {7,355,305) {324,686) (8.470) {10,006,855)

{684,304) (1,864,745) {2,634,628) (332,184) - {5.516,452)

{329,443) {490,039) {1,753,541) {507,739) - (3,080,611}

(B37,978) (809,652) 2,507,391 {493,630) . 266,130

2,438,365 3.858,448 3,678,258 1,310,841 - 11,285,833
10,830,540 14,703,747 65,698,810 5,756,730 . 98,989,928
10,830,540 14,703,747 65,696,910 5,756,730 - 96,569,528
10,830,540 14,703,747 65,698,910 5,756,730 = 96.989.928
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Interest in Suspense

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

Companies

Government
Real Estate Smalt and and Public
Individuals Loans Large Medium seclor Tolal
JD JD JD JD JD JD

For the six months

Ended Juns 39, 2018
Balance — baginning of Lhe

period 590,986 1,846,443 9,583,631 380,479 - 12,401,538
Add: Interest suspended

during the period 845,905 525,865 1,927,212 134,472 - 3,333,474
Less: Interest reversed 1o

Income 275,453 61,355 106,504 35,069 - 478,281
Interest in suspense

written-off - - - - - -
Balance - End of the

Perlod 961,438 2,410,973 11,404,339 479,882 - 15,256,632

Companies
Govemmant
Real Estate Small and and Public
Individuals Loans Large Medium seclor Tolal
JD JD JD JD J0 JD

For the period Ended

Deacember 31, 2017
Balance - beginning ol the

period 643,062 1,819,453 11,537,660 414,911 - 14,415,086
Add: Interest suspanded

durlng the period 142,177 185,301 2,570,648 347,776 . 3,255,902
Less: Interest raversed to

income B0,622 168,311 668,788 382,206 . 1,299,929
Inleresl In suspense

writien-alf 113,631 . 3,158 - - 116,789
Non periorming credil off-
consolidated statement of
financial positions - - 3,852,731 - 3,852,731
Balance - End of the

Period 590,986 1,646,443 9,583,631 380.479 - 12,401,539

The bank adopts a policy for suspending interest off the consolidated stalement of financial
position for credit facilities that are outstanding before the court of law. Suspendead interest on
nen-performing credit facilities off the consolidated stalement of financial position, amounted to
JD 10,147,842 for the six months ended June 30, 2018 (against JD 17,495,663 for the year ended

December 31, 2017.
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Direct credit {acllities are distribuled according to economic sector as follows {Unaudited):

Sum
Juna 30,
Inside lhe Kingdom  Qutside the kingdom 2018 December 31, 2017
JD JD
Financial 18,292,564 5,866,082 24,158,656 18,044,937
Industrial and mining 388,299,467 41,375,255 429,674,722 468,819,050
Trade 261,383,115 5,982,513 267,385,628 202,393,814
Real estates 234,429,980 1,430,458 235,860,438 216,786,216
Services 185,543,571 99,284,348 294,827,919 357,913,040
Agricutiure 29,698,328 - 29,898,328 30,806,779
Shares 18,632,731 790,390 19,423,121 86,589,624
Inckviduals 130,558,256 - 130,558,258 145,121,574
Government and Pubiic
sectors 104,987,087 - 104,987,097 114.811.877
Total 1,382,025.109 154.729.056 1,536,754,165 1,562.286.911

{8) FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

The details of this item are as lolfows:

Quotad sharas in acliva markels
Quoted bonds in active markels
Unquoted bonds In active markets
Total

Fixed rate
Fioating rate
Total

June 30,
2018

December 31, 2017

Unaudited

Audited

JD

JDo

§,127,310
54,488,359
€,058.000

66,673,669

57,021,450
3.524.909

60,546,359

The bank has reclassified the financial assets at fair value through profit or loss due to the

adoption of IFAS (9) in the amount of 66,673,662 as at January 2018 (Nole 2-2).
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(9) FINANCIAL ASSETS AT FAIR VALUE THROUGH COMPREHENSIVE INCOME

The details of this item are as follows:

June 30,
2018 Becember 31, 2017
JD JO

Quoled shares in activa markats 13,876,716 8,295,860
Unqueled shares In active markets 20,621,242 20,944,851
Quoted bonds In active markels 65,767,002 -
Unquoted bonds in active markets 17.085.000 -
Tolal 117,349,860 28,240,711
Less: provision for impainment of financial assets al lair value through
camprehensive income 1,958 310 -
Total 115,301,850 29,240,711
Analysis of bonds and treasury bills:
Fixed retumns: 63,440,130 -
Variable raturns 18,411,872 -
Total 82,852,002 -

The cash dividends on the above investments ware JD 1,300,475 for the six months ended
30 June 2018 (compared to JD 853,256 for the six months ended 30 June 2017).

Part of the financial assets al fair value through statement of income and financlal assels at
amortized cost were translerred to financial assets at fair value through statement of
comprehensive income as a result of the application of the final version of IFRS 9 (note 2.2). The

fair value of the transferred assets is JD 97,510,640 as at 1 January 2018
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10) FINANCIAL ASSETS AT AMORTIZED COST

The details of this item are as follows:

June 30,
2018 December 31, 2017
Unaudited Audited
JD JO
i | ts.
Companles’ bonds and debentures - 15,847,190
Tolal Quoted Financial Assets - 15,847,190
Unauoled Financial Assets:
Bonds and treasury bills 335,846,022 361,845,731
Companies' bonds and debentures 1,418,000 17,408,000
Total Unquoled Financial Assets 337,084,022 378,253,731
Total 337,084,022 335,100,921
Lass: provision for impaimen! of financial assets at fair value 24,981 -
Total 337,038,041 385,100,921
Sonds and Bills Analysis:
Flxed rate 337,039,041 379,200,921
Floating rate - 15,900,000
Total 337,039,041 385,100,521

A portion