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Review Report on the Condensed
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AM/ 31298

To The Chairman and Board of Directors Members
The Housing Bank for Trade and Finance

(Public Shareholding Limited Company)

Amman - The Hashemite Kingdom of Jordan

Introduction
We have reviewed the accompanying condensed consolidated interim statement of financial

position of The Housing Bank for Trade and Finance (Public Shareholding Company) as of
March 31, 2018 and the related condensed consolidated interim statements of income and
comprehensive income and changes in owners’ equity and cash flows for the three-months then
ended, and a summary of significant accounting policies and other explanatory notes.
Management is responsible for the preparation and fair presentation of these condensed interim
financial statements in accordance with the international accounting standard No.(34) * Interim
Financial Reporting”. Our responsibility is to express a conclusion on these condensed
consolidated interim financial statements based on our review.

Scope of Review
We conducted our review in accordance with International Standard on Review Engagements

No.2410, “Review of Interim Financial Information Performed by the Independent Auditor”. A
review of condensed consolidated interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters in the bank, and applying
analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the

accompanying condensed consolidated interim financial statements are not prepared in all
material respects in accordance with the International Accounting Standard No. (34)” interim

financial reporting”.

Other Matters
1- The condensed consolidated interim financial statements for the period ended

March 31, 2017 were reviewed by another auditor. An unqualified conclusion was issued
on these condensed consolidated interim financial statements on April 23, 2017.

2- The financial year for the bank ends in December 31, of each year, the accompanying
condensed consolidated interim financial statements have been prepared for the purposes
of the management and Jordan Securities Commission in the Hashemite Kingdom of Jordan
only and do not require the Central Bank of Jordan approval.

3- The accompanying condensed consolidated interim financial statements are a translation
of the statutory condensed consolidated interim financial statements in the Arabic language

to which reference is to be made.

Amman - The Hashemite Kingdom of Jordan
April 30, 2018




THE HOUSING BANK FOR TRADE AND FINANCE

(Public Shareholding Limited Company)

AMMAN - The Hashemite Kingdom of Jordan

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

Assets:
Cash and balances at central banks

Balances at banks and financial institutions

Deposits at banks and financial institutions

Financial assets at fair value through profit and loss

Direct credit facilities-net

Financial assets at fair value through other
comprehensive income

Financial assets at amortized cost - net

Property and equipment - net

Intangible assets - net

Deferred tax assets

Other assets

TOTAL ASSETS

LIABILITIES AND OWNERS' EQUITY:
LIABILITIES:

Banks and financial institutions deposits
Customers’ deposits

Cash margins

Borrowed funds

Sundry provisions

Income tax provision

Deferred tax liabilities

Other liabilities

TOTAL LIABILITIES

OWNERS' EQUITY:

BANK'S SHAREHOLDERS EQUITY:
Paid-up capital

Share premium

Statutory reserve

General banking risks reserve
Special reserve

Foreign currencies translation differences
Fair value reserve - net

Retained earnings

Income for the Period

TOTAL BANK'S SHAREHOLDERS EQUITY

Non-controlling interest
TOTAL OWNERS' EQUITY

TOTAL LIABILITIES AND OWNERS' EQUITY

March 31, December 31,
Note 2018 2017
(Reviewed not
Audited) (Audited)
JD JD
5 1,144,334,583 1,249,146,768
6 528,767,780 494,547,239
7 70,722,081 38,122,776
8 4,669,128 21,399,878
10 4,257,728,441 4,208,383,422
9 375,186,687 1,983,995
11 1,438,026,962 1,781,141,993
181,112,954 179,559,351
24,513,549 25,083,022
60,127,843 38,384,838
169,312,751 103,186,885
8,254,502,759 8,140,940,167
577,720,398 541,721,932
12 5,896,153,893 5,828,132,571
264,447,632 266,606,789
118,759,762 114,136,785
54,271,933 55,284,690
13 50,139,115 50,509,319
3,598,256 2,185,858
14 197,842,867 166,131,862
7,162,933,856 7,024,709,806
19 315,000,000 315,000,000
328,147,537 328,147,537
20 206,742,985 206,742,971
= 37,608,684
8,807,007 8,807,007
(103,118,080) (106,641,415)
(419,437) (109,459)
16 256,241,610 273,604,841
26,702,733 -
1,038,104,355 1,063,160,166
53,464,548 53,070,195
1,091,568,903 1,116,230,361
8,254,502,759 8,140,940,167

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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THE HOUSING BANK FOR TRADE AND FINANCE

(Public Shareholding Limited Company)

AMMAN - The Hashemite Kingdom of Jordan

CONDENSED CONSOLIDATED INTERIM STATEMENT OF INCOME

(Reviewed not Audited)

Interest income
Interest expense

Net Interest Income
Net commission income

Net Interest and commission income

Gain from foreign currencies income
Gain (loss) from financial assets at fair value
through profit and loss

Cash dividends from financial assets at fair value

through other comprehensive income
Other income

Total Income

Expenses
Employees’ expenses
Depreciation and amortization
Other expenses
Allowance for expected credit loss
Sundry provisions
Total expenses
Profit for the period before income tax expense
Income tax expense

Profit for the period

Attributable to:

Bank's Shareholders
Non-Controlling Interest

Basic and diluted earnings per share for the period

attributable to the Bank's Shareholders

For the Three Months
Ended March 31,

Note 2018 2017
D iD
99,651,530 91,583,654
(32,056,237)  (23,419,349)
67,595,293 68,164,305
6,444,894 6,007,511
74,040,187 74,171,816
2,679,194 1,251,790
56,441 (60,515)
95,000 -

8,874,330 7,397,439
85,745,152 82,760,530
19,898,886 20,184,673
3,814,984 3,840,024
14,547,360 13,063,482
15 4,265,551  (1,007,980)
978,854 922,422
43,505,635 37,002,621
42,239,517 45,757,909
13 (14,488,975)  (14,377,698)
27,750,542 31,380,211
26,702,733 31,233,062
1,047,809 147,149
27,750,542 31,380,211

17 0.085 0.099

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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THE HOUSING BANK FOR TRADE AND FINANCE

(Public Shareholding Limited Company)

AMMAN - The Hashemite Kingdom of Jordan

CONDENSED CONSOLIDATED INTERIM

STATEMENT OF COMPREHENSIVE INCOME

(Reviewed not Audited)

Profit for the period

Other comprehensive income items which may be reclassified to
profit and loss in the subsequent period:

Foreign currencies translation diffrances

Other comprehensive income items that will not be reclassified to
profit and loss in the subsequent period:

Change in valuation reserve of financial assets at fair value through
comprehensive income after tax
Total Comprehensive Income for the period after tax

Total Comprehensive Income for the period

Attributable to:
Bank's shareholders
Non-controlling interest

For the Three Months
Ended March 31,

2018 2017
iD iD
27,750,542 31,380,211
4,577,054 2,136,403
(309,978) :
4,267,076 2,136,403
32,017,618 33,516,614
29,916,090 32,896,634
2,101,528 619,980
32,017,618 33,516,614

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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THE HOUSING BANK FOR TRADE AND FINANCE

{Public Shareholding Limited Company)

AMMAN - The Hashemite Kingdom of Jordan

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

(Reviewed not Audited)

For the Three Months ended March 31,

Note 2018 2017
OPERATING ACTIVITIES D JD
Profit before income tax 42,239,517 45,757,909
Adjustments :
Depreciation and amortization 3,814,984 3,840,024
Allowance for expected credit loss 4,265,551 (1,007,980)
Net accrued interest and commission income (7,568,339) (1,172,737)
Effect of the change in exchange rates on cash and cash equivalents (1,043,537) (882,562)
End of service indemnity expense 1,084,762 1,888,814
Premium and discount amortization 97,873 167,456
Other provisions 2,294,370 2,389,728
Others (893,643) (1,335,032)
Cash flows from operating activities before changes in assets and liabilities 44,291,538 49,645,620
Decrease (Increase) in assets
Deposits at banks and financial institutions (maturing within more than 3 months) (32,994,169) (5,157,574)
Direct credit facilities (120,357,818) (89,955,148)
Financial assets at fair value through profit and loss 2 (120,271)
Other assets (57,266,738) 21,971,302
Increase (Decrease) in Liability
Banks and financial institutions’ deposits (maturing within more than 3 months) 21,551,030 1,765,061
Customers’ deposits 68,021,322 (36,672,439)
Cash margins (2,159,157) 28,685,949
Other liabilities 21,729,589 1,841,967
Sundry provisions (3,082,698) (794,187)
Net Cash Flows (used in) Operating Activities before income tax (60,267,101) (28,789,720)
Income tax paid (14,204,879) (12,141,050)
Net Cash Flows (used in) Operating Activities (74,471,980) (40,930,770)
INVESTING ACTIVITIES
(Purchase) of financial assets at fair value through other comprehensive income (6,875,556) (749,139)
Matured financial assets at fair value through other comprehensive income 34,397,346 -
(Purchase) of financial assets at amortized cost (97,164,937) (168,046,651)
Matured financial assets at amortized cost 55,003,028 131,299,560
(Purchase) of intangible assets (655,207) (1,633,924)
(Purchase) of property and equipment (4,241,430) (4,495,240)
Sale of property and equipment 130,883 73,086
Net Cash Flows (used in) Investing Activities (19,405,873) (43,552,308)
FINANCING ACTIVITIES
Borrowed Funds 4,622,977 2,797,286
Dividends paid (34,721) (24,527)
Non-centrolling interest-net (1,588,553) (680,842)
Net Cash Flows from Financing Activities 2,999,703 2,091,917
Net (decrease) in cash and cash equivalent (90,878,150) (82,391,161)
Effect of the change in exchange rates on cash and cash equivalents 5,839,070 3,061,167
Cash and cash equivalents - beginning of the period 1,271,205,423 1,172,957,113
Cash and Cash Equivalents - Ending of the Period 18 1,186,166,343 1,093,627,119

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS AND SHOULD

BE READ WITH THEM AND WITH THE ACCOMPANYING REVIEW REPORT.
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THE HOUSING BANK FOR TRADE AND FINANCE
(Public Shareholding Limited Company)
AMMAN - The Hashemite Kingdom of Jordan
NOTES TO THE CONDENSED CONSQOLIDATED INTERIM
FINANCIAL STATEMENTS

(REVIEWED NOT AUDITED)

. GENERAL

The Housing Bank for Trade and Finance ("the Bank') was established in 1973 and
registered as a public shareholding company in accordance with the Jordanian
Companies Law No. 12 of 1964,

The Bank provides its banking and financing business activities through its
headquarters located in Amman - Jordan and through its branches in Jordan
(127 branches) and abroad in Palestine and Bahrain (16 branches) and through its
subsidiaries in Jordan, Syria, Algeria and the United Kingdom.

The Bank’s shares are traded on Amman Stock Exchange.

The condensed consolidated interim financial statements were approved by the Bank’s
Board of Directors in their meeting dated April 30, 2018.

Basis of Preparation of the Condensed Consolidated Interim Financial

Statements

The accompanying condensed consolidated interim financial statements have been
prepared in accordance with the International Accounting Standard No. (34) “Interim
Financial Reporting”.

The condensed consolidated interim financial statements are prepared in accordance
with the historical cost principle, except for financial assets and financial liabilities
stated at fair value at the date of the condensed consolidated interim financial
statements.

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

The condensed consolidated interim financial statements does not include all notes and
information presented in the annual financial statements which is prepared in
accordance with the international accounting standards and should be read with the
Bank’s annual report for the year ended December 31, 2017. The results of the three
months ended March 31, 2018 do not indicate the expcted results for the year ending
December 31, 2018. The appropriation of the profit of the three months ended
March 31,2018 which is usually performed at year end.

The accounting policies adopted in preparing the condensed consolidated interim
financial statements is consistent with those applied in the year ended December 31,
2017 except for the effect of the application of the new and revised standards which
are applied on or after the first of January of 2018 as follow:

New and revised IFRS that didn't have an effect on the condensed
consolidated interim financial statements of the Bank:

Annual Improvements to IFRS Standards 2014 - 2016
The improvements include amendments on IFRS 1 and IAS 28,




IFRIC 22 - Foreign Currency Transactions and Advanced Considerations

The interpretation addresses foreign currency transactions or parts of transactions

where:

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

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

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

Amendments to IFRS 2 - Share Based Payment
The amendments are related to the classification and measurement of share based payment

transactions.

Amendments to IFRS 4 - Insurance Contracts
The amendments relates to the different effective dates of IFRS 9 and the forthcoming new

insurance contracts.

Amendments to IAS 40 Invesiment Property
Paragraph 57 has been amended to state that an entity shall transfer a property to or from

investment in property when, and only when, there is evidence of a change in use.

A change of use occurs if property meets, or doesnt meet, the definition of investment in
property. A change in management’s intentions for the use of a property by itself does not
constitute evidence of a change in use. The paragraph has been amended to state that the
list of examples therein is non-exhaustive.

IFRS 15 - Revenue from Contracts with Customers

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

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

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

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.

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

Amendments to IFRS 15 - Revenue from Contracts with Customers

The amendments are to clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations, and licensing) and to provide some
transition relief for modified contracts and completed contracts.

Amendments to IFRS 7 - Financial Instruments: Disclosures
The amendments are related to disclosures about the initial application of IFRS 9.

IFRS 7 Financial Instruments: Disclosures
The amendments are related to the additional hedge accounting disclosures (and
consequential amendments) resulting from the introduction of the hedge accounting chapter

in IFRS 9.




b. Amendments effective on the condensed consolidated interim financial statements

of the Company:
IFRS 9 - Financial Instruments
IFRS 9 issued in November 2009 introduced new requirements for the classification and

measurement of financial assets.

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

A finalised version of IFRS 9 which contains accounting requirements for financial
instruments, replacing IAS 39 Financial Instruments: Recognition and Measurement. And a
new version of the new standard includes the requirements of recognition, measurement,
impairment and hedge accounting.

Classification and measurement:

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

Impairment:
The 2014 version of IFRS 9 introduces an ‘'expected credit loss' model for the

measurement of the impairment of financial assets, so it is no longer necessary for a
credit event to have occurred before a credit loss is recognized.

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

financial risk exposures.

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

The Bank has adopted IFRS 9 (phase 1) issued in the year 2009, which is related to the
classification and measurement of financial assets since the beginning of 2010. The bank has
adopted the final version of IFRS 9 effective January 1, 2018 retrospectively and in line with
the standard requirements. The Bank did not adjust the comparative figures, and has
recognized the cumulative effect of the adoption which amounts to 1D 54,977,011 net after
tax as an adjustment on the opening balance of retained earnings and an amount of
JD 118,695 as an adjustment on the opening balance of Non-controlling interest as of
January 1,2018 as the following:

International International
accounting accounting
standards No. (39) standard No.(9) Change

Deposits at banks and financial institutions 38,122,776 37,727,913 (394,863)
Financial assets at fair value through other

comprehensive income 1,983,995 1,788,140 (195,855)
Financial assets at amortized cost 1,781,141,993 1,780,659,974 (482,019)
Direct credit facilities 4,208,383,422 4,140,907,689 (67,475,733)
Contingent liabilities 1,661,963,334 1,654,014,761  (7,948,573)
Deferred tax assets 38,384,838 59,786,175 21,401,337
Retained earnings 273,604,841 218,627,830 (54,977,011)
Non-Controlling interest 53,070,195 52,951,500 (118,695)




3.

Basis of condensed consolidated interim Financial Statements Consolidation

The consolidated financial statements comprise the financial statements of the Bank and
its subsidiaries were the Bank exercise control over the subsidiaries. The control exists
when the Bank controls the subsidiaries significant 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. All balances, transactions income,
and expenses between the Bank and subsidiaries are eliminated.

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

The financial statements of the subsidiaries relating to the same fiscal period of the Bank
are prepared using the same accounting policies adopted by the Bank, except for the
arrangements with the Central Bank of Jordan with regards to the calculation of the
provision for impairment loss for a direct credit facilities customer. In case the accounting
policies applied by the subsidiaries are different from those adopted by the Bank,
necessary adjustments to the financial statements of the subsidiaries have to be made in
order to match those applied by the Bank.

Non-controlling interest represents the portion of the subsidiaries’ equity not owned by
the Bank,

The Bank owns the following subsidiaries as of March 31, 2018:

A,

Foreign subsidiary companies

International Bank for Trade and Finance / Syria with a paid-in capital of SYP 5.25 billion,
in which the Bank owns 49.063%. The Bank has the power to control the significant
operating activities of the International Bank for Trade and Finance since the Bank can
exercise this control through the executive committee which is authorized to manage all
the bank activities. Therefore, its financial statements have been consolidated with the
financial statements of the Bank. The main objective of this bank is to conduct
commercial banking activities and the ownership for this company is back to the year
2003. In addition, the International Bank for Trade and Finance has a subsidiary
company — The International Financial Center/ Syria with an ownership percentage of
85% of the company’s capital amounting to SYP 100 Million, whereas the Housing Bank
for Trade and Finance owns a percentage of 5% of the company’s capital.

The Housing Bank for Trade and Finance - Algeria with a paid-in capital of DZD 10 billion
in which the Bank owns 85%. The main objective of this bank is to conduct commercial
banking activities and the ownership for this company is back to the year 2002.

Jordan International Bank/ London with a paid-in capital of GBP 65 million in which the
bank owns 75%. The main objective of this bank is to conduct commercial banking
activities.

Local subsidiary companies

International Financial Center Company- Jordan with a paid-in capital of JD 5 million in
which the Bank owns 77.5%. The Company’s main activity is financial brokerage in local
and foreign markets, and purchase and sales transactions of financial instruments for
customers and for the company itself, the ownership for this company is back to the year
1998.

Specialized Leasing Finance Company - Jordan which is fully owned by the bank with a
paid- in capital of JD 30 million. The Company’s main activity is finance leases of various
equipment and machinery in addition to real estate, land, vehicles and other items that
are purchased by the company for finance lease purposes, the ownership for this
company is back to the year 2005.

Jordan Real Estate Investments Company - Jordan which is fully owned by the bank with
a paid- in capital of JD 40,000. The company's main activity is to manage non - banking
services personnel, the ownership for this company is back to the year 1997.
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Accounting Estimates

Preparation of the accompanying condensed consolidated interim financial statements and
the application of accounting policies require from the Bank’s management to estimate and
assess some items affecting financial assets and liabilities and to disclose contingent
liabilities. These estimates and assumptions also affect income, expenses, provisions, and
the financial assets valuation reserve, and in a specific way, it requires 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 differ from
the estimates due to the changes arising from the conditions and circumstances of those

estimates in the future.

Management believes that the estimates used in the condensed consolidated interim
financial statements are reasonable and consistent with the estimates used by the Bank’s in
preparing the consolidated financial statements for the year 2017 except for the following:

Changes in Accounting Policies and Significant Estimates and Judgements

The key changes to the Bank’s accounting policies resulting from the adoption of IFRS 9
(Financial Instruments) are summarized below. The comparative financial information has
not been restated as per its requirements.

Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at
amortized cost (AC), fair value through other comprehensive income (FVOCI) and fair value
through profit or loss (FVTPL), IFRS 9 classification is generally based on the business model
in which a financial asset is managed and its contractual cash flows.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ model. The
new impairment model also applies to certain loan commitments and financial guarantee
contracts but not to equity investments. Under IFRS 9, credit losses are recognised earlier

than under IAS 39,

Key changes in the Bank's accounting policy for impairment of financial assets
are listed below that requires significant judgment and estimates:

The Bank applies a three-stage approach to measuring expected credit losses (ECL) on
financial assets carried at amortised cost and debt instruments classified as FVOCI, Assets
migrate through the following three stages based on the change in credit quality since initial
recognition.

Stage 1: 12 months ECL

Stage 1 includes financial assets on initial recognition and that do not have a significant
increase in credit risk since initial recognition or that have low credit risk. For these assets,
12-month ECL are recognised and interest is calculated on the gross carrying amount of the
asset (that is, without deduction for credit allowance), 12-month ECL is the expected credit
losses that result from default events that are possible within 12 months after the reporting
date. It is not the expected cash shortfalls over the 12-month period but the entire credit
loss on an asset weighted by the probability that the loss will occur in the next 12-months.

Stage 2: Lifetime ECL - not credit impaired

Stage 2 includes financial assets that have had a significant increase in credit risk since
initial recognition but that do not have objective evidence of impairment. For these assets,
lifetime ECL are recognised, but interest is still calculated on the gross carrying amount of
the asset, Lifetime ECL are the expected credit losses that result from all possible default
events over the expected life of the financial instrument. Expected credit losses are the
weighted average credit losses with the life-time probability of default (‘PD’) as the weigh.

Stage 3: Lifetime ECL - credit impaired

Stage 3 includes financial assets that have objective evidence of impairment at the reporting
date in accordance with regulatory requirements. For these assets, lifetime ECL is recognised
and treated with the interests calculated on them, according to regulatory instructions. When
transitioning financial assets from stage 2 to stage 3, the percentage of provision made for
such assets should not be less than the percentage of provision made before transition.
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Key changes to the Significant Estimates and Judgements

Financial asset and liability classification

Assessment of the business model within which the assets are held and assessment of
whether the contractual terms of the financial asset are solely payments of principal and
interest on the principal amount outstanding.

Impairment of financial instruments
Assessment of whether credit risk on the financial asset has increased significantly since
initial recognition and incorporation of forward-looking information in the measurement of

ECL.

Inputs, assumptions and techniques used for estimating impairment

Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased
significantly since initial recognition, the Bank considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both
quantitative and qualitative information and analysis, based on the Bank’s historical
experience and expert credit assessment and including forward-looking information.

In determining whether credit risk has increased significantly since initial recognition
following criteria's are considered:

1. Specific rating downgrade “One notch downgrade or Two notch downgrade”.
2. Facilities restructured during previous twelve months.
3. Facilities overdue by specific number of days as at the reporting date.

Credit risk grades

Credit risk grades are defined using qualitative and quantitative factors that are indicative
of risk of default. These factors vary depending on the nature of the exposure and the type
of borrower. Exposures are subject to ongoing monitoring, which may result in an exposure
being moved to a moved to a different credit risk grade.

Generating the term structure of Probability of Default (PD)

The Bank employs statistical models to analyse the data collected and generate estimates
of PD of exposures and how these are expected to change as a result of the passage of time.
This analysis includes the identification and calibration of relationships between changes in
default rates and changes in key macro-economic factors, across various geographies in
which the Bank has taken exposures.

Changes to Banks financial risk management objectives and policies

i. Credit Risk Measurement
The estimation of credit exposure for risk management purposes is complex and requires
the use of models, as the exposure varies with changes in market conditions, expected
cash flows and the passage of time. The assessment of credit risk of a portfolio of assets
entails further estimations as to the likelihood of defaults occurring, of the associated loss
ratios and of default correlations between counterparties. The Bank measures credit risk
using Probability of Default (PD), Exposure at Default (EAD) and Loss Given Default
(LGD). This is similar to the approach used for the purposes of measuring Expected Credit
Loss (ECL) under IFRS 9.

ii. Credit risk grading
The Bank uses internal credit risk gradings that reflect its assessment of the probability
of default of individual counterparties. The Bank uses internal rating models tailored to
the various categories of counterparty. The credit grades are calibrated such that the risk
of default increases exponentially at each higher risk grade.

iii. Credit quality assessments

Pursuant to the adoption of IFRS 9, the Bank has mapped its internal credit rating scale
to an approve rating scale as of March 31, 2018.
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5. Cash and Balances at Central Banks
The cash reserve amounted to JD 338,619,186 as of March 31, 2018
(JD 325,145,537 as of December 31, 2017).

6. Balances at Banks and Financial Institutions
The balances at banks and financial institutions which bears no interest amounted to
JD 32,783,463 as of March 31, 2018 (JD 29,313,836 as of December 31, 2017).

7s Deposits at Banks and Financial Institutions
The details of this item are as follows:

March 31, December 31,

2018 2017

Deposits mature during a period: JD JD
From 3 months to 6 months 44,991,607 7,059,246
More than 6 months to 9 months 15,437,365 22,128,087
More than 9 months to 12 months 10,705,110 8,935,443
71,134,082 38,122,776
Less: Provision for expected credit loss (412,001) -
Total 70,722,081 38,122,776

There are no restrictions on deposits as of March 31, 2018 and December 31, 2017.
The movement on the provision for expected credit loss is as follows:

March 31, December 31,

2018 2017
JD JD
Beginning balance for the period / year - -
Effect of implemantation IFRS No. (9) - Note (2) 394,863 %
Adjusted beginning balance for the period / year 394,863 =
Deducted during the period / year from revenues 17,138 -
Ending balance for the period / year 412,001 =
8. Financial Assets at Fair Value through Profit or Loss
The details of this item are as follows:
March 31, December 31,
2018 2017
JD JD
Quoted Financial Assets:
Quoted shares in active markets 3,793,810 5,393,714
Total 3,793,810 5,393,714
Unquoted Financial Assets:
Government bonds and guarantees 242,511 240,688
Unquoted shares in active markets * 632,807 15,765,476
Total 875,318 16,006,164

4,669,128 21,399,878

“ The Bank’s management has amended the business model at the end of the year 2017,
where unquoted shares in active markets have been reclassified from the portfolio of
financial assets at fair value through profit or loss with the amount of JD 17,632,667 as of
January 1, 2018 to financial assets at fair value through other comprehensive income which
is in line with the Central Bank of Jordan circular No. 10/1/1359 issued on
January 25, 2018.
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9, Financial Assets at Fair Value through other Comprehensive Income
The details of this item are as follows:

March 31, December 31,
2018 2017
JD D
Unquoted shares * 19,616,662 1,983,995
Total Shares 19,616,662 1,983,995
Jordanian Treasury Bonds 130,145,195 -
Foreign governments bonds 99,816,056 -
Corporate bonds 125,728,609 -
Total Bonds * 355,689,860 -
Less: Provision of expected credit loss (119,835) -
Total Bonds - Net 355,570,025 -
Total 375,186,687 1,983,995

The movement on the provision for expected credit loss is as follows:

March 31, December 31,

2018 2017
jD JD
Beginning balance for the period / year - =
Effect of implemantation IFRS No. (9) - Note (2) 195,855 -
Adjusted beginning balance for the period / year 195,855 =
Deducted during the period / year from revenues (76,020) =
Ending balance for the period / year 119,835 .
J The Bank’s management has amended the business model at the end of the year

2017, where unquoted shares in active markets has been reclassified from the
portfolio of financial assets at fair value through profit and loss with the amount of
JD 17,632,667 as of January 1, 2018 and reclassified bonds with an amount of
JD 359,475,570 as of January 1, 2018 from the portfolio of financial assets at
amortized cost to financial assets at fair value through other comprehensive income
wich is in line with the Central Bank of Jordan circular No. 10/1/1359 issued on

January 25, 2018.
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. Direct Credit Facilities — Net

10

The details of this item are as follows:

March 31, December 31,
2018 2017
JD JD
Individuals (retail):
Overdraft accounts 12,508,581 11,758,289
Loans and discounted bills * 736,507,256 730,149,153
Credit cards 13,540,718 13,503,865
Real estate loans 1,211,834,244 1,205,968,385
Includes Housing loans 797,580,311 801,919,874
Companies:
Large
Overdraft accounts 389,352,758 346,372,366
Loans and discounted bills * 1,014,646,824 979,023,122
Small and Medium
Overdraft accounts 78,115,197 64,278,611
Loans and discounted bills * 218,251,749 294,662,054
Government and public sector 925,818,245 843,684,942
Total 4,600,575,572 4,489,400,787
Less: Provision of expected credit losses (254,140,062) (188,508,307)
Interest in suspense (88,707,069) (92,509,058)
Net Direct Credit Facilities 4,257,728,441 4,208,383,422

Net after deducting interest and commission received in advance amounted to
JD 31,007,996 as of March 31, 2018 (JD 22,061,670 as of December 31, 2017).

Non-performing credit facilities amounted to JD 253,662,294 which is equivalent to
5.51% of total direct credit facilities as of March 31, 2018 (JD 268,232,853 which is
equivalent to 5.97% of total direct credit facilities as of December 31, 2017).

Non- performing credit facilities after deducting interest and commissions in suspense
amounted to JD 166,843,542 which is equivalent to 3.70% of total direct credit
facilities balance after deducting interest and commission in suspense as of
March 31, 2018 (JD 177,000,360 which is equivalent to 4.02% of total credit facilities
balance after deducting interest and commission in suspense as of December 31,
2017).

Non-performing credit facilities transferred to off-financial position condensed
consolidated interim items amounted to ]JD 315 million as of March 31, 2018
(JD 296 million as of December 31, 2017). Moreover, these credit facilities are fully
covered by the suspended interests and provisions.

Direct credit facilities granted to and guaranteed by the Government of The Hashimaite
Kingdom of Jordan amounted to JD 734,138,158 which is equivalent to 15.96% of total
direct credit facilities as of March 31, 2018 (JD 665,694,006 which is equivalent to
14.83% as of December 31, 2017).
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Provision for expected credit loss:

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

Balance - beginning of the period / year
Effect of the application of IFRS (9) - Note (2)
Adjusted - beginning balance of the period / year
Deducted from revenues during the period / year
Provsion used during the period/year (written-off)
Foreign currency translation adjustments

Balance - End of the Period / Year

Interest in Suspense
The following is the movement on interest in suspense:

Balance — beginning of the period / year
Add: Interest suspended during the period / year
Less: Interest reversed to income

Interest in suspense written-off

Foreign currency translation adjustments
Balance - end of the period / year

March 31, December 31,
2018 2017
D JD
188,508,307 187,398,643
67,475,733
255,984,040 187,398,643
5,638,336 308,256
(7,654,757) (833,369)
172,443 1,634,777
254,140,062 188,508,307
March 31, December 31,
2018 2017
JD JD
92,509,058 83,470,111
7:226,231 21,111,347
(2,153,825) (10,236,501)
(8,908,793) (3,341,810)
34,398 1,505,911
88,707,069 92,509,058

The following are the total credit facilities classified by economic sector

March 31, 2018

Outside December 31,
Economic Sector Inside Jordan Jordan Total 2017
Jb JD JD JD

Financial 114,756,253 22,275,653 137,031,906 134,547,029
Industrial 309,716,836 197,097,184 506,814,020 492,803,325
Trading 262,724,519 312,906,041 575,630,560 594,240,196
Real Estate 1,059,354,447 226,063,790 1,285,418,237 1,256,770,432
Agriculture 11,327,833 3,002,226 14,330,059 13,681,199
Equities 10,956,877 - 10,956,877 6,766,465
Individuals 726,749,668 59,003,631 785,753,299 772,275,657
Govenmental and Public 877,568,620 48,249,625 925,818,245 843,684,943
Other 316,351,592 42,470,777 358,822,369 374,631,541

3,689,506,645 911,068,927 4,600,575,572 4,489,400,787
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11. Finanical Assets at Amortized Cost

The details of this item are as follows:

Quoted Financial Assets:
Jordanian treasury bonds *
Governmental guranteed bonds *
Foreign goverments bonds *
Corporate bonds and debentures *

Total Quoted Financial Assets

Unquoted Financial Assets:
Corporate bonds and debentures
Total Unquoted Financial Assets
Total

Less: Provision for excepted credit loss

Bonds and Bills Analysis:
Fixed rate
Floating rate

Balance — beginning of the period / year
Transfers *
Effect of the application of IFRS (9)

Adjusted beginning balance of the period/ year
Deducted from Income during the period / year

Foreign currency Translatioan

Balance - end of the period / year

March 31, December 31,

2018 2017

D D

996,914,374 1,106,490,756
344,304,187 351,452,429
1,557,250 106,332,962
93,618,701 216,450,477
1,436,394,512 1,780,726,624
6,650,001 6,650,001
6,650,001 6,650,001
1,443,044,513 1,787,376,625
(5,017,551) (6,234,632)
1,438,026,962 1,781,141,993

1,438,026,962

1,741,961,867

- 39,180,126
1,438,026,962 1,781,141,993
March 31, December 31,
2018 2017
JD JD
6,234,632 5,672,500
{1,957,132) -
482,019 -
4,759,519 5,672,500
338,009 562,132
(79,977) -
5,017,551 6,234,632

The Bank’s management has amended the business model at the end of the year 2017,

where bonds with the amount of JD 359,475,570 as of January 1, 2018 has been
reclassified from the portfolio of financial assets at amortized cost to financial assets

at fair value through other comprehensive income which is in line with the Central
Bank of Jordan circular No. 10/1/1359 issued on January 25, 2018,
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12. CusTOMERS' DEPOSITS

The details of this item are as follows:

March 31, December 31,
2018 2017
JD JD
Current accounts and under demand 1,280,919,713 1,238,281,494
Saving deposits 2,141,867,040 2,142,223,864
Time and notice deposits 2,252,020,484 2,234,520,024
Certificates of deposit 220,916,671 212,676,220
Other 429,985 430,969
Total 5,828,132,571

5,896,153,893

Deposits of the Jordanian government and public sector inside the kingdom amounted
to approximately JD 400.7 million representing 6.8% of total deposits as of March 31,
2018 (against around JD 486 million, representing 8.3% of total deposits as of
December 31, 2017).

Non-interest bearing deposits amounted to JD 1.69 billion, representing 28.7% of total
deposits as of March 31, 2018 (against around JD 1.73 billion, representing 30.8% of
total deposits as of December 31, 2017).

Restricted deposits amounted to JD 135.4 million, representing 2.3% of total deposits
as of March 31, 2018 (against JD 106.8 million, representing 1.9% of total deposits as
of December 31, 2017).

Dormant accounts amounted to JD 269.9 million, representing 4.58% of total deposits

as of March 31, 2018 (against JD 234.2 million, representing 4.17% of total deposits as
of December 31, 2017).
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13.

Income Tax

a.

Income tax provision
The movement on the income tax provision is as follows:

March 31, December 31,
2018 2017
D JD

Balance - beginning of the period / year 50,509,319 57,000,430
Income tax paid (14,204,879) (58,901,137)
Accrued income tax 13,829,362 52,370,207
Currency translation 5,313 39,819
Balance - end of the period / year 50,139,115 50,509,319

Income Tax for Banks in Jordan is 35%, the average Income Tax percentage in the
countries in which the bank has investments in is between (0- 35%).

The Bank has reached a final settlement with the Income and Sales Tax Department up
to the year 2014, and has paid the declared taxes for the year 2015, 2016, and 2017,

The Bank has reached a final settlement in Palestine with the Income Tax Department
up to the year 2016 and has paid the accrued and declared tax for the year 2017,

Income tax for International Bank for Trade and Finance /Syria was paid-up to the year
2017.

Income tax for the Housing Bank for Trade & Finance /Algeria was paid-up to the year
2017,

Income tax for Jordan International Bank/ London was paid-up to the year 2017.

International Financial Centre Company has reached a final settlement with the Income
and Sales Tax Department up to the year 2015 and has paid the accrued and declared
taxes for the year 2016 and 2017.

Specialized Leasing Company has reached a final settlement with the Income and Sales
Tax Department up to the year 2017 and has paid the declared taxes.

Income tax expense appearing in the condensed consolidated interim income
statement is as follows:

For the Three Months
Ended March 31,

2018 2017
JD JD

Provision for income tax for the period 13,829,362 11,787,311
Deferred tax assets for the period (2,583,415) (1,258,973)
Deferred tax liabilities for the period 1,462,048 92,239
Amortization of deferred tax assets 1,830,630 3,757,121
Amortization of deferred tax liabilities (49,650) 2

Total 14,488,975 14,377,698
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14. Other Liabllities
The details for this item are as follows:

Accrued interest

Interests and commissions received in advance

Accrued expenses
Certified cheques
Transfers deposits
Payment trusts
Prizes trusts
Correspondent banks trusts
General management trusts
Shareholders deposits
Accounts payable
Other deposits
Provision for expected credit loss
Other

Total

March 31, December 31,
2018 2017
JD JD
19,140,018 17,665,502
463,360 560,978
14,947,091 18,328,048
35,536,885 27,506,819
22,299,517 27,096,367
4,389,062 3,151,106
1,225,744 1,544,723
137,903 157,852
2,417,847 2,380,945
417,332 452,053
10,417,594 2,167,966
67,546,125 54,278,229
6,296,661 -
12,634,728 10,841,274
197,842,867 166,131,862

The movement on provision for expected credit loss is as follows:

Balance - beginning of the period / year
Effect of the application of IFRS (9) - Note (2)

Adjusted- beginning balance of the period/ year

Deducted from Income during the period / year

Balance - end of the period / year

15. Expected Credit Loss expense

The details of this item is as follows:

Deposits at Banks and Financial Institutions

Financial assets at fair value through other
comprhensive income

Finanical Assets at Amortized Cost

Direct Credit Facilities

Commitments and contingent liabilities

Total
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March 31,

2018

December 31,

2017

JD

7,948,573

JD

7,948,573

(1,651,912)

6,296,661

For the Three Months
Ended March 31,

Note 2018 2017
D D

7 17,138 -

9 (76,020) s
11 338,009 (1,360,000)
10 5,638,336 352,020

14 (1,651,912) .
4,265,551  (1,007,980)




16. Retained Earnings

The movement on retained earnings is as follows:

March 31, December 31,
2018 2017
D JD
Balance - beginning of the period / year 273,604,841 247,953,497
Effect of the application of IFRS (9) - net after tax (54,977,011) -
Adjusted- beginning balance of the period / year 218,627,830 247,953,497
Income for the year - 121,868,089
Dividends distribution - (75,600,000)
Transferred from/to reserves 37,608,684 (20,251,320)
Capital increase expenses z (365,425)
Gains from sale / valuation of financial assets at fair
value through other comprehensive Income 5,096 -
Balance - End of the Period / Year 256,241,610 273,604,841

- Retained earnings includes a restricted amount of JD 6,448,917, which represents the
differences in financial assets revaluation in accordance to the Jordanian Securities

Commission instructions.

Retained earnings includes an amount of JD 247,353 which represents the effect of early
implementation of the International Financial Reporting Standard No (9). This amount
cannot be used except for the amounts actually realized from sale.

Retained earnings includes a restricted amount of JD 60,127,843, which represents
deferred tax assets and an amount of JD 419,437 which represents the negative change
in financial assets at fair value through Comprehensive income, including capitalization
or distribution only to the extent if actually recognized in accordance to the instructions
of Central bank of Jordan and the Jordanian Securities Commission.

Retained earnings includes a restricted amount of JD 11,241,057, which represents the
gain from the valuation of foreign currencies at the International Bank for Trade and
Finance /Syria for the current period and the prior periods.

Subsequent to the date of the condensed consolidated interim financial statements, the
shareholder’s general assembly approved in its ordinary meeting held on April 30, 2018
to distribute cash dividends of 20% from share capital as of December 31, 2017 to the
shareholders, which is equivalent to JD 63 million.
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17. Earnings Per Share Attributable to the Shareholders of the Bank

The details of this item are as follows:

Profit for the period

Weighted average number of shares

Basic and diluted earnings per share
attributable to shareholders of the Bank

18. 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

ess:Banks and financial institutions deposits maturing

within 3 months

19. Paid-up Capital

For the Three Months
Ended March 31,

2018 2017
D D
26,702,733 31,233,062
315,000,000 315,000,000
0.085 0.099

For the Three Months
Ended March 31,

2018 2017
JD JD
1,144,334,583 965,493,089

528,767,780 524,188,647
(486,936,020) (396,054,617)
1,186,166,343 1,093,627,119

The authorized capital is JD 315 million divided into 315 million shares of nominal value
of one dinar as of March 31, 2018 and December 31, 2017.

20. Reserves

The Bank did not deduct the legal reserves for the period as these condensed
consolidated interim financial statements are concise, as at the end of the year,

21. Commitments and Contingent liabilities

The details of this item are as follows:

Letters of credit
Letters of acceptances
Letters of guarantee:
- payments
- performance bonds
- Other
Unutilized credit facilities ceilings
Total
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March 31, December 31,

2018 2017

JD D

660,702,864 620,567,402
65,619,073 60,801,969
121,955,720 121,941,953
236,200,013 226,362,699
225,272,817 237,886,831
395,623,892 394,402,480
1,705,374,379 1,661,963,334




22. Related Parties Transactions
a. The Bank entered into transactions with major shareholders, Board of Directors, and

executive management in the course of its ordinary activities at commercial rates of
interest and commissions. All facilities granted to related parties are performing and
no provisions have been booked.

b. The following is a summary of related party transactions during the period / year:

Related Party Total
Major Board of Executive March 31, December 31,
Shareholders  Subsidiaries Directors Management 2018 2017
D JD D D D JD

On-Statement of
Financial Position Items:

Deposits with related parties 61,807,237 77,593,297 - - 139,400,534 146,500,426
Deposits from related parties 361,203,322 58,028,584 2,056,848 3,437,157 424,725,911 509,830,763
Loans and advances given to related

parties - 1,603,800 5111 1,317,669 2,926,580 3,020,693

Off-Statement of
Financial Position Items:
Letter of credit and letter of guarantee - 4,686,700 - - 4,686,700 4,628,600

c. The following is a summary of related party transactions during the period:

Total
For the three Months
Related Party Ended March 31,
Major Board of Executive
Shareholders Subsidiaries  Directors Management 2018 2017
D D D D D 1D
Statement of Income Items:
Interest and commissions income 199,052 78,702 505 9,482 287,741 180,412
Interest and commissions expense 3,776,198 595,885 11,284 20,681 4,404,048 2,053,746

d. Compensation of Executive Management
The following is a summary of compensation of executive management for the Bank:

For the three Months
Ended March 31,

2018 o 2017
JD JD
Salaries, bonuses and other benefits 1,317,366 1,318,458
Salaries, bonuses and other benefits/subsidiaries 995,911 984,664

23. Segment Information

Information on the Bank Activities:
For management purposes, the Bank is organized into four major business segments
in accordance with the reports sent to chief operating decision maker:

Retail Banking: Principally handling individual customers’' and small businesses'
deposits and providing loans, overdrafts, credit cards facilities and funds transfer.

Corporate Banking: Principally handling loans and other credit facilities and deposits
and current accounts for corporate and institutional customers.

Corporate Finance: Principally arranging structured finance and providing services
relating to privatizations, IPO’s, mergers and acquisitions. -

Treasury: Principally providing trading and treasury services and the management of
the Bank’s funds.
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