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REVIEW REPORT ON INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
To THE CHAIRMAN AND BOARD OF DIRECTORS OF CAPITAL BANK OF JORDAN
(PUBLIC SHAREHOLDING COMPANY)

Introduction

We have reviewed the accompanying interim consolidated statement of financial position of Capital Bank
of Jordan as at 31 March 2018 and the related interim consolidated statements of income,
comprehensive income, changes in shareholders’ equity and cash flows for the three months then
ended. Management is responsible 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
consolidated financial statements based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements (2410)
"Review of Interim Financial Information Performed by the Independent Auditor of the Entity". A review
of interim financial information consists of making inquiries, primarily of persons responsible for financial
and accounting matters, 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
interim condensed consolidated financial statements are not properly prepared, in all material respects,
in accordance with International Accounting Standard (34)

Other Matters

ag‘ﬁtock Exchange and for management purposes and they are not subject
§ Bank of Jordan.
il q{;} rdan

1 May 2018

PricewaterhouseCoopers "Jordan", Jabal Amman - 3rd Circle, 14 Hazza’ Al Majali St., P.O. Box 5175, Amman 11183 - Jordan
T: +962 (6) 500 1300, F:+962 (6) 461 0880, www.pwec.com



Capital Bank Of Jordan
Interim Consolidated Statement of Financial Position
As of 31 March 2018 ( Unaudited )

Assets

Cash and balances at central banks

Balances at banks and financial institutions

Financial assets at fair value through income statement
Financial assets at fair value through other comprehensive income
Direct credit facilities, net

Financial assets at amortized cost

Property and equipment, net

Intangible assets, net

Deferred tax assets

Other assets

Total Assets

Liabilities And Equity

Liabilities

Banks and financial institutions’ deposits
Customer deposits

Margin accounts

Loans and borrowings

Subordinated loan

Sundry provisions

Expected credit loss for off balance sheet items
Income tax provision

Deferred tax liabilities

Other liabilities

Total Liabilities

Equity

Equity attributable to the Bank’s shareholders
Issued and paid in capital

Additional paid in capital

Statutory reserve

General banking risk reserve

Foreign currency translation adjustments

Fair value reserve

Retained earnings

Net Income for the period attributable to the Bank's shareholders
Total equity attributable to the Bank’s shareholders
Non-controlling interest

Total Equity

Total Liabilities and Equity

Notes 31 March 2018

31 December 2017

ID D
(Unaudited) (Audited)
4 264,675,263 282,738,524
5 155,124,888 194,421,910
6 4,196,298 3,261,060
7 45,503,919 9,135,100
8 890,341,533 920,962,363
9 430,205,421 467,884,699
30,354,780 30,268,752
5,919,965 5,795,651
12,181,198 10,286,431
87,831,265 75,619,014
1,926,334,530 2,000,373,504
61,053,137 107,872,683
10 1,205,796,116 1,217,020,225
127,248,337 144,662,384
11 119,512,968 118,914,171
12 17,725,000 17,725,000
15 17,578,149 16,817,883
16 3,169,902 -
13 2,118,069 2,446,732
798,634 679,685
28,780,093 24,840,278
1,583,780,405 1,650,979,041
200,000,000 200,000,000
709,472 709,472
25 34,689,204 34,689,204
- 8,840,593
199,146 (4,082,668)
954,143 416,990
45,631,253 50,994,187
7,000,769 -
289,183,987 291,567,778
53,370,138 57,826,685
342,554,125 349,394,463
1,926,334,530 2,000,373,504

The accompanying notes from 1 to 25 are an integrated part of these Interim Condensed Consolidated Financial Statements.



Capital Bank of Jordan
Interim Consolidated Statement of Income
For the last 3 months ending 31 March 2018 (Unaudited)

Interest income

Interest expense

Net interest income
Net commission income
Net interest and commission income

(Loss) gain from foreign currencies

Gain from financial assets at fair value through
statement of income

Gain from financial assets at fair value through
other comprehensive income

Other income

Gross profit

Employees’ expenses

Depreciation and amortization

Other expenses

Impairment credit losses on financial assets at

amortized cost

Impairment on seized assets attributable to debt

Sundry provisions

Total expenses

Income before tax

Less: Income tax expense

Income for the period

Attributable to:

Bank’s shareholders

Non - controlling interest

Basic and diluted earnings per share

For the last 3 months ending

Notes 31 March 2018 31 March 2017
D D
26,002,701 21,882,810
12,089,835 10,132,138
13,912,866 11,750,672
6,249,952 6,893,402
20,162,818 18,644,074
(1,949,332) 1,977,096
281,514 345,993
86,863 111,961
1,135,577 3,340,923
19,717,440 24,420,047
5,417,543 6,390,459
1,124,880 1,202,226
4,349,125 3,783,936
B} 3,472,107
1,006,422 1,442,897
- 3,196,103
11,897,970 19,487,728
7,819,470 4,932,319
13 1,723,855 510,171
6,095,615 4,422,148
7,000,769 3,453,234
(905,154) 968,914
6,095,615 4,422,148
JD/Fils JD/Fils
17 0.035 0.017

The accompanying notes from 1 to 25 are an integrated part of these Interim Condensed Consolidated Financial Statements.



Capital Bank of Jordan
Interim Consolidated Statement of Comprehensive Income
For the Period Ended 31 March 2018 (Unaudited)

31 March 2018 31 March 2017

JD JD
Income for the period 6,095,615 4,422,148
Add: Other comprehensive income items to be
reclassified to profit or loss statement in
subsequent periods:
Foreign currency translation adjustments 6,097,518 (268,456)
Add: Other comprehensive income items not to be
reclassified to profit or loss in subsequent periods:
Change in fmanqal assets at fair value through other 686,189 (167,550)
comprehensive income
Total other comprehensive income for the period,
after tax 6,783,707 (436,006)
Total comprehensive income for the period 12.879.322 3,086,142
Attributable to:
Bank’s shareholders 11,968,772 3,135,966
Non-controlling interest 910,550 850,176

12,879,322 3,986,142

The accompanying notes from 1 to 25 are an integrated part of these Interim Condensed Consolidated Financial Statements.



Capital Bank Of Jordan
Interim Consolidated Statement of Changes in Shareholders' Equity
For the Period Ended 31 March 2018 (Unaudited)

Reserves
Net Income for
Foreign the period
Additional General currency attributable to  Equity attributable -Non
Issued and paid in banking risk translation Fair value Retained the Bank's to the Bank's controlling
Paid in Capital capital Statutory reserve adjustments reserve earnings* shareholders shareholders interest Total equity
31 March 2018 JD JD JD JD JD JD JD JD JD JD JD
Beginning Balance 200,000,000 709,472 34,689,204 8,840,593 (4,082,668) 416,990 50,994,187 - 291,567,778 57,826,685 349,394,463
Changes on initial application of IFRS 9 - - - - - - (14,352,563) - (14,352,563) (5,367,097) (19,719,660)
Restated balance at 1 January 2018 200,000,000 709,472 34,689,204 8,840,593 (4,082,668) 416,990 36,641,624 - 277,215,215 52,459,588 329,674,803
Total comprehensive income for the period - - - - 4,281,814 686,189 - 7,000,769 11,968,772 910,550 12,879,322
Realized gain from selling financial assets at
fair value through other comprehensive - - - - - (149,036) 149,036 - - - -
income
Transferred from reserves - - - (8,840,593) - - 8,840,593 - - - -
Balance at 31 March 2018 200,000,000 709,472 34,689,204 - 199,146 954,143 45,631,253 7,000,769 289,183,987 53,370,138 342,554,125
31 March 2017
Beginning Balance 200,000,000 709,472 32,257,341 9,811,521 (3,868,943) (566,421) 39,562,631 - 277,905,601 56,201,653 334,107,254
Net income for the period - - - - - - - 3,453,234 3,453,234 968,914 4,422,148
Total comprehensive income for the period - - - - (149,718) (167,550) - 3,453,234 3,135,966 850,176 3,986,142
Balance at 31 March 2017 200,000,000 709,472 32,257,341 9,811,521 (4,018,661) (540,564) 39,369,224 3,453,234 281,041,567 57,051,829 338,093,396

* Retained earnings include JD 12,181,198 which represents deferred tax assets as of 31 March 2018 against JD 10,286,431as of 31 December 2017, according to the Central Bank of Jordan’s regulations these balances are restricted.

* Retained earnings include JD 1,088,445 as at 31 March 2018 against JD 1,088,445 as at 31 December 2017 , this amount represents unrealized gain as a result of early adoption of IFRS9. This amount is not available for distribution
according to the Securities and Exchange Commission regulations until the amount becomes realized .

_ Gains from revaluation of assets at fair value through income statement amounted to JD 137,347 as of 31 March 2018 against an amount of JD 168,096 as of 31 December 2017 which is restricted from utilization, according to the Jordan
Securities commission.

_ An amount equals to the negative balance of fair value reserve is a restricted reserve that cannot be utilized.

_ The Central Bank of Jordan issued Circular No.10/1/1359 of 25 January 2018 regarding the implementation of IFRS 9, which allaowed banks to transfer the balance of general banking risk reserve to retained earnings to reflect the impact of
IFRS 9 on the opening balance of retained earnings as at 1 January 2018. The Circular also stipulates that the balance of a general bank risk reserve item should not be used as a restricted balance. Dividends may not be distributed as
dividends to shareholders and may not be used for any other purpose except with the approval of the Central Bank of Jordan.

The accompanying notes from 1 to 25 are an integrated part of these Interim Condensed Consolidated Financial Statements.



Capital Bank Of Jordan

Interim Consolidated Condensed Statement of Cash Flows

For the Period Ended 31 March 2018

Operating Activities

Profit before income tax

Adjustments for Non-Cash Items
Depreciation and amortization
Impairment loss on direct credit facilities

Loss from revaluation of financial assets at fair value through
Income statement

(Recovered by) Impairment on assets seized by the bank

Impairment losses and other sundry provisions
Net accrued interest

Effect of exchange rate changes on cash and cash equivalents

Cash flows from operating activities before changes in
assets and liabilities

Changes in assets and liabilities -

Restricted balances

Banks and financial institutions' deposits

Financial assets at fair value through Income statement
Direct credit facilities

Other assets

Banks and financial institutions' deposits maturing in more than
three months

Customers’ deposits
Margin accounts
Other liabilities

Paid lawsuits provisions

Net cash flow from (used in) operating activities before
income tax

Income tax paid

Net cash flow from (used in) operating activities

Investing Activities

Purchase of financial assets at fair value through other
comprehensive income

Sale of financial assets at fair value through other
comprehensive income

Purchase of financial assets at amortized cost
Matured financial assets at amortized cost
Purchase of property and equipment

Sale of property and equipment

Purchase of intangible assets

Net cash flow used in investing activities

Financing Activities

Proceeds from loans and borrowings

Repayment of loans and borrowings

Net cash flow from (used in) financing activities
Net increase (decrease) in cash and cash equivalents

Effect of exchange rate changes on National Bank of Iraq

Effect of exchange rate changes on cash and cash equivalents

Cash and cash equivalent at the beginning of the period

Cash and cash equivalent at the end of the period

Note 31 March 2018 31 March 2017
JD JD

7,819,470 4,932,319
1,124,880 1,202,226

- 3,472,107
(203,509) (246,953)
1,006,422 1,442,897

- 3,196,103

2,691,526 2,571,594
882,584 (910,744)
13,321,373 15,659,549
(2,427) (1,151)
- (46,396)
(731,729) (99,451)
33,530,219 27,804,412
(14,360,047) (4,930,624)
- 2,055,000
(14,781,646) (90,680,162)
(19,714,750) (50,154)
2,334,762 1,331,960

- 98,251
(404,245) (48,858,766)
(963,970) (1,727,404)
(1,368,215) (50,586,170)
(9,362,456) (893,411)
1,782,471 418,410
(24,986,756) (35,969,382)
33,244,650 17,838,154
(522,582) (503,194)

- 1,150
(506,696) (636,720)
(351,369) (19,744,993)
15,283,116 52,009,886
(14,746,227) (22,042,932)
536,889 29,966,954
(1,182,695) (40,364,209)
(4,458,222) 407,362
(882,584) 910,744
274,209,623 164,552,551
18 267,686,122 125,506,448

The accompanying notes from 1 to 25 are an integrated part of these Interim Consolidated Condensed Financial Statements.



Capital Bank of Jordan
Notes to the Interim Condensed Consolidated Financial Statements
31 March 2018 (Not audited)

(1

~

General Information

The Bank is a public shareholding company registered and incorporated in Jordan on 30 August 1995 in accordance with the
Companies Law No. 1 of (1989). Its registered office is in Amman.

The Bank provides its banking services through its twelve branches located in Amman - Jordan and its subsidiaries Capital
Investment and Brokerage Company in Jordan Ltd, National Bank of Iraq in Irag, Capital Investment Fund Company in Bahrain, and
Capital Bank Corporate Advisory (Dubai International Finance Center) Ltd.

The Bank has subsequently increased its capital during prior years from JD 20 million to reach JD 200 million. The increases in
capital were effected through capitalizing its distributable reserves, retained earning and private placements to shareholders, in
addition to the participation of International Finance Corporation (IFC) which became a strategic partner.

Capital Bank of Jordan shares are listed at Amman Stock Exchange.

The Interim Condensed Consolidated Financial Statements were authorized for issue by the Bank’s Board of Directors in their
meeting 04/2018 held on 26 April 2018 .

(2) Accounting Policies

(2-1) Basis Of Preparation of the interim condensed consolidated financial reporting

The accompanying interim condensed consolidated finanacial statements of the bank and its subsidiaries have been prepared in
accordance with international Financial Reporting Standards (IFRS) and its interpretations (IFRICs), and in conformity with the
applicable laws and regulations of the Central Bank of Jordan.

The interim condensed consolidated financial statements are prepared under the historical cost convention except for financial
assets at fair value through statement of income, financial assets at fair value through other comprehensive income and financial
derivatives that have been measured at fair value as of the date of these interim condensed consolidated financial statements.
Hedged assets and liabilities are also stated at fair value.

The interim condensed consolidated financial statements have been presented in Jordanian Dinars which is the functional currency
of the Bank.

The accompanied interim condensed consolidated financial statements do not include all the information and disclosures included
in the annual consolidated financial statements, which are prepared in accordance with International Financial Reporting Standards
(IFRS) and should be read in conjuction with the interim condensed consolidated financial statements of the Bank with Bank's
Annual report as at 31 December 2017. The Bank's operations for the first three months ended 31 March 2018 does not necessarily
reflect the expected results for the year ending 31 December 2018.



(2-2) Basis of consolidation

The interim condensed consolidated financial statements comprise the financial statements of the Bank and its subsidiaries. Control
exists when the bank controls the subsidiaries and relevant activities, and is exposed, or has right, to variable returns from its
involvement with the subsidiaries, and has the ability to affect those returns.

All intra-company balances, transactions, income and expenses and profits and losses resulting from intra-company transactions
that are recognized in assets or liabilities, between the Bank and the following subsidiaries are eliminated in full:

1- Capital Investment and Brokerage Company Limited; of which the Bank owns 100% of its paid in capital amounted to JD
10,000,000 as of 31 March 2018. The company provides Brokerage services. The company was established on 16 May 2005.

2- National Bank of Iraq (NBI); of which the Bank owns 61.85% of its paid in capital of IQD 250 billion equivalent to JD 141,339,983
as of 31 March 2018. The Bank provide banking services, National Bank of Irag was acquired effective 1 January 2005.

3- Capital Investment Fund Company Bahrain; of which the Bank owns 100% of its paid in capital of BHD 1,000 equivalent to JD
1,888 as of 31 December 2017. The purpose of the company is to manage mutual funds and it has not started its operations as of
the date of preparing these consolidated interim condensed financial statements.

4- Capital Bank Corporate Advisory (DIFC) UAE, of which the bank owns 100% of its paid in capital of USD 250,000 (JD 177,250) as of
31 March 2018. The purpose of the company is to offer in financial consulting services.The company was registered and
incorporated on 23 February 2015.

The condensed financial statements of the subsidiaries are prepared under the same reporting period as the Bank, using consistent
accounting policies. If different accounting policies were applied by the subsidiaries, adjustments shall be made to their financial
statements in order to comply with those of the Bank.

The result of operations of the subsidiaries are consolidated in the interim consolidated statement of income from the acquisition
date which is the date on which control over the subsidiaries is gained by the Bank. The results of operations of the disposed
subsidiaries are consolidated in the interim consolidated statement of income up to the disposal date which is the date of the bank
loses control over the subsidiaries.

Non-controlling interests represent the portion of shareholdres' equity not owned by the Bank in the subsidiaries.

When preparing separate financial statements, investment in subsidiaries is recorded at cost.



(3) SIGNIFICANT ACCOUNTING POLICIES

(3-1) Changes in accounting policies

The accounting policies used in the preparation of the interim condensed consolidated financial information are consistent with
those used in the preparation of the Bank’s audited financial statements for the year ended 31 December 2017 except for the
policies in relation to adoption of the new International Financial Reporting Standards (IFRSs) which became effective as of 1
January 2018.

* Changes in accounting policies on adoption of IFRS 9 — ‘Financial Instruments’

The Bank has adopted IFRS 9 as issued by the IASB in July 2014 with a date of transition of 1 January 2018, which resulted in
changes in accounting policies and amendments on amounts diclosed previously on the audited consolidated financial statements.

As permitted by the transitional provisions of IFRS 9, the Bank elected not to restate comparative figures. Any adjustments to the
carrying amounts of financial assets and liabilities at the date of transition have been recognised in the opening retained earnings
of the current period.

Consequently, for note disclosures, the consequential amendments to IFRS 7 disclosures have also only been applied to the
current period. The comparative period notes disclosures reflect those disclosures made in the prior period.

As permitted by IFRS 9, the Bank elected to continue to apply the hedge accounting requirements under IAS 39.

The key changes to the Bank's accounting policies resulting from its adoption of IFRS 9 are summarized below.

Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets at initial recognition:
e measured at amortised cost,
o fair value through other comprehensive income (FVOCI), and

o fair value through profit or loss (FVTPL).

The classification is dependent on the Bank’s business model in which a financial asset is managed and its contractual cash flow
characteristics. The standard eliminates the existing IAS 39 categories of held to maturity, loans and receivables and available for
sale.

IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities.

The Bank has early adopted IFRS9 phase one related to classification and measurement during 2011 as per the instructions issued
by Central Bank of Jordan and Jordan Securities Commission. The Bank recorded all differences resulted from the reclassifications
made then into the retained earnings and restricted its use as described in the interim condensed consolidated statement of
shareholders’ equity.



Impairment of financial assets

Following the adoption of IFRS 9, the Banks accounting policy for impairment requirements are based on an expected credit loss
(ECL) model, replacing the incurred loss methodology model under IAS 39.

Under IFRS 9, credit losses are recognized earlier than stated in IAS 39. Note 22 provides an explanation of how the Bank applies the
requirements of IFRS 9 for impairment.

Following are further details on the accounting policies of IFRS 9 applicable in the current period.

Financial instruments

Classification
Financial assets are measured at amortised cost if both of the following conditions are met and are not designated as FVTPL:

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

e the contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated as FVTPL:

¢ the asset is held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial
assets; and

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

Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows and sell, the Bank
assesses whether financial instruments’ cash flows represent solely payments of principal and interest (the ‘SPPI test’). In making
this assessment, the Bank considers whether contractual cash flows are consistent with a basic lending arrangement i.e. interest
includes only consideration for the time value of money, credit risk, other basic lending risks and a profit margin that is consistent
with basic lending arrangement. Where the contractual terms introduce exposure to risk or volatility that are inconsistent with a
basic lending arrangements, the related financial asset is classified and measured at fair value through profit or loss.

The Bank reclassifies debt investments when and only when its business model for managing those assets changes. The
reclassification takes place from the start of the first reporting period following the change.

Investment in equity instruments that are not held for trading are measured at FVOCI.

A debt instrument is classified as FVTPL if it has been acquired principally for the purpose of selling it in the near term.

Gains and losses on subsequent measurement

Debt investments

Gains and losses arising from changes in the fair value of FVOCI investments are recognised directly in equity through other
comprehensive income, until the financial assets are derecognised or impaired, at which time the cumulative gain or loss previously
recognised in equity is recognised in the statement of income.

Equity investments

Gains and losses arising from changes in the fair value on equity investments are recognized in other comprehensive income, there
is no subsequent reclassification of fair value gains and losses to profit or loss. Dividends from such investments continue to be
recognised in profit or loss as other income when the right to receive payments is established.

Impairment of financial assets

Following the adoption of IFRS 9, the Banks accounting policy for impairment requirements are based on an expected credit loss
(ECL) model, replacing the incurred loss methodology model under IAS 39.



The Bank assesses on a forward-looking basis the ECL associated with its debt instrument assets carried at amortised cost and
FVOCI and with the exposure arising from financial guarantee contracts. The Bank recognizes a loss allowance for such losses at
each reporting date.

The measurement of ECL reflects:

¢ An unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;

* The time value of money; and
* Reasonable and supportable information that is available without undue cost or effort at the reporting date about past events,

current conditions and forecasts of future economic conditions.

Loss allowances for ECL are presented in the statement of financial position as follows:

o financial assets measured at amortised cost : as a deduction from the gross carrying amount of the assets
o financial assets measured at FVOCI : change in fair value reserve.

¢ loan commitments and financial guarantee contracts: as a provision

Note 22 provides more detail of how the expected credit loss allowance is measured.

*Other standards, amendments and interpretations that are effective for the Bank’s accounting period beginning on 1 January
2018

IFRS 15 “Revenue from customers contracts”

Nature of change: The IASB issued new standards for recognition of revenue. This standard supersedes IAS 18, which covers
contracts for goods and services and IAS 11, which covers construction contracts. Based on the new standard, revenue is
recognized when the control of the good or service is transferred to the customer. The standard permits the application to be fully
retroactive or retrospective.

Impact: The application of the Standard has no effect on the Bank's financial statements, as most of the Bank's revenues are
derived from sources not subject to changes introduced in this Standard.

Mandatory Application Date: Mandatory for fiscal years beginning on or after 1 January 2018.

There are no other IFRSs or IFRIC interpretations that were effective for the first time for the financial year beginning on 1 January
2018 that have had a material impact on the Bank’s condensed interim financial information.

*Standards, amendments and interpretations issued but not yet effective for the Bank’s accounting period beginning on 1
January 2018 and not early adopted

IFRS 16 "Leases"

Nature of change: IFRS 16 was issued in January 2016. This will almost result in the recognition of all leases on the statement of
financial position, where the distinction between operating and financing leases has been removed. Under this Standard, the asset
(the right to use the leased item) and the financial liability for lease payments will be recognized, with the exception for short-term
and low-value leases. With regard to leasing accounting, there is no noticeable change.

Impact: The Standard will primarily affect the accounting of the Bank's operating leases. As at the reporting date, the Bank is
currently assessing the impact of this standard on the Group.

Mandatory Application Date: Mandatory for financial years beginning on or after January 2019. At this stage, the Bank does not
intend to adopt the Standard before its effective date. Management intends to apply the simplified transition approach and
comparative amounts for the previous year will not be reported upon initial application

There are no other applicable new standards and amendments to published standards or IFRIC interpretations that have been
issued but are not effective for the first time for the Bank’s financial year beginning on 1 January 2018 that would be expected to
have a material impact on the condensed interim financial information of the Bank.

(3-2) Key accounting estimates and judgments

The preparation of condensed interim consolidated financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, income and
expenses. Actual results may differ from the estimates.



In preparing these interim condensed consolidated financial statement significant judgments made by the management in applying
the Bank’s accounting policies and the key sources of estimation uncertainty were the same as those that were applied to the
Bank’s audited consolidated financial statements as at and for the year ended 31 December 2017, except for the new estimates
and judgments applied on adoption of IFRS 9 as set out below:

Classification of financial assets

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 assets
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.

Importance of staging criteria

Staging is an important input in determining the IFRS 9 ECL, as it dictates loans which would be classified as stage 1 (attracting 12
months ECL) and in stage 2 (attracting lifetime ECL). Staging under IFRS 9 is based on the assessment of relative movement in the
credit quality of the loans from the time of initial recognition. Loans classified in stage 3 have objective evidence of impairment and
in respect of which specific provisions have been established.

Measurement of ECL
The amount of ECL is measured as the probability-weighted present value of all cash shortfalls over the expected life of the
financial asset discounted at its original effective interest rate.

The key inputs into the measurement of ECL are the term structure of the following variables:

¢ probability of default (PD)
o |oss given default (LGD)
* exposure at default (EAD)

These parameters are generally derived from internally developed statistical models, other historical data and forward looking
information.

Financial risk management

The Bank’s financial risk management objectives and policies are consistent with those disclosed in the audited financial
statements as at and for the year ended 31 December 2017, except for changes due to implementation of IFRS 9 as explained in
Note 22.
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(5)

(6)

(7)

Cash and Balances with Central Banks

e Statutory cash reserve at central banks amounted to JD 76,741,800 as at 31 March 2018 against JD 77,483,546 as at 31
December 2017.

¢ National Bank of Iraq balances at the Central Bank of Iraq's Irbil and Al - Sulaymaniah branches amounted to JD 64,383,078 and
JD 32,512,766 respectively , as at 31 March 2018 against JD 62,089,584 and 31,859,165 respectively as at 31 December 2017. Due
to the current political and economic conditions in Iraq, the exploitation of these balances through banking operations is limited.

¢ The expected credit losses on deposits at central banks amounted to JD 6,886,448 in accordance with the requirements of IFRS 9.

Balances at Banks and Financial Institutions

* Non-interest bearing balances at banks and financial institutions amounted to JD 138,256,867 as at 31 March 2018 against JD
169,440,318 as at 31 December 2017.

¢ Restricted balances amounted to JD 1,131,806 as at 31 March 2018 against JD 1,129,379 as at 31 December 2017.

* The expected losses on deposits with banks and financial institutions amounted to JD 80,310 in accordance with the
requirements of IFRS 9.

Financial Assets at Fair Value through income statement

31 March 2018

31 December 2017

D D
(Unaudited) (Audited)
Equities 4,110,090 3,175,506
Investment funds 86,208 85,554
Total
ota 4,196,298 3,261,060

Financial Assets at Fair Value through Other Comprehensive Income

31 March 2018

31 December 2017

Shares D D
(Unaudited) (Audited)
Quoted shares 5,404,864 4,608,894
Unquoted shares 5,021,263 4,526,206
Total 10,426,127 9,135,100
31 March 2018 31 December 2017
Bonds D D
(Unaudited) (Audited)
Treasury bonds 22,549,846 -
Governmental debt securities and its guarantee's 8,843,411 -
Bonds, Corporate debt securities and others* 2,753,514 -
Other government bonds 931,021 -
Total 35,077,792 -
Impairment allowance in accordance
to IFRS (9)
Total 45,503,919 9,135,100

- Realized gains resulted from sales of financial assets at fair value through other comprehensive Income amounted to JD 149,086

as at 31 March 2018 against losses of JD (193,407) as at 31 March 2017.



(8) Direct Credit Facilities, Net

Retail customers
Overdrafts

Loans and bills *
Credit cards
Realestate Mortgages
Corporate Lending
Overdrafts
Loans and bills *
Small and medium enterprises “SMEs” facilities
Overdrafts
Loans and bills *
Government and public sector lending
Total
Less: Suspended interest

Less: Impairment allowance and expected credit losses

Net direct credit facilities

JD 982,854 as at 31 December 2017.

31 March 2018

D
(Unaudited)

9,917,519
82,819,021
5,882,343
155,710,173

90,705,740
416,126,260

37,447,534
120,018,988
62,648,170

31 December 2017

981,275,748

D
(Audited)

9,229,190
79,297,196
7,324,567
154,609,224

87,089,700
442,393,520

34,066,264
113,985,177
69,298,643

997,293,481

16,848,312

74,085,903

890,341,533

14,725,092

61,606,026

920,962,363

Net at interest and commissions received in advance amounted to JD 1,060,161 as at 31 March 2018 against

- Non-performing credit facilities amounted to JD 113,411,750 which represents 11.56 % at total direct credit
facilities as at 31 March 2018 against JD 111,345,767 Which represents 11.16 % at total direct credit facilities

as at 31 December 2017.

- Non-performing credit facilities, net at suspended interest, amounted to JD 96,563,438 which represents 10.01
% as at 31 March 2018 at total direct credit facilities after excluding the suspended interest. Compared to JD
96,620,675 which represents 9.83 % as at 31 December 2017 at total direct credit facilities after excluding the

suspended interest.

- Total credit facilities granted to and guarnteed by the government amounted to JD 46,233,186 which
represents 4.71 % at total direct credit facilities as at 31 March 2018 compared to JD 57,251,864 which
represents 5.74 % at total direct credit facilities as at 31 December 2017.



Provision for impairment losses:

The movement of the provision for impairment losses of direct credit facilities is as follows:

31 March 2018 - Unaudited

Stage One Stage Two Stage Three Total
D D D D
Balance at 1 January 2018 - 3,215,447 58,390,579 61,606,026
Changes on initial application of 3,499,058 8,723,653 . 12,222.711
IFRS 9
Restated balance at 1 January
2018 3,499,058 11,939,100 58,390,579 73,828,737
transfers between stages - (3,308,151) 3,308,151 -
Charge for the period - - - -
Amounts written off - - - -
Foreign exchange differences - 52,057 205,109 257,166
Balance at the end of the period 3,499,058 8,683,006 61,903,839 74,085,903
And the provisions are distibuted as the below
Retail and real estate mortgage 754,883 903,515 8,066,701 9,725,099
Corporate 2,313,372 6,517,888 50,389,323 59,220,583
SMEs 430,803 1,261,603 3,447,815 5,140,221
Bal h f th iod
alance at the end of the perio 3,499,058 8,683,006 61,903,839 74,085,903
Real
31 December 2017 -Audited Retail eal estate Corporate SMEs Total
mortgages
Balance at 1 January 2017 9,216,828 1,475,749 42,658,663 1,911,811 55,263,051
Charge for the year 1,979,526 1,316,714 19,206,072 1,622,324 24,124,636
Amounts written off (2,321,451) (234,781) (14,560,116) (555,429) (17,671,777)
Foreign exchange differences (5,327) - (104,550) (7) (109,884)
Balance at the end of the year 8,869,576 2,557,682 47,200,069 2,978,699 61,606,026
Impairment on individual basis 8,464,547 2,456,036 44,565,774 2,904,222 58390,579
Watch -I|st |m-pa|rment on 405,029 101,646 2,634,295 74,477 3,215,447
portfolio basis
Balance at the end of the year 8,869,576 2,557,682 47,200,069 2,978,699 61,606,026
Interest in Suspense
The movement of interest in suspense is as follow:
Retail Real estate Corporate SMEs Total
D D D D D
31 March 2018 -Unaudited
Balance at 1 January 2018 3,813,381 1,144,249 8,570,481 1,196,981 14,725,092
Add: i i h
y::r Suspended interest during the 237,824 275,998 1,521,564 216,185 2,251,571
Less: interest transferred to income (79,117) (141,009) (62,638) (38,598) (321,362)
Less: amounts written off (7,239) - - - (7,239)
Foreign exchange differences 52,290 - 147,934 26 200,250
Balance at the end of the period 4,017,139 1,279,238 10,177,341 1,374,594 16,848,312
31 December 2017 -Audited
Balance at 1 January 2018 5,117,309 916,174 27,740,735 1,106,513 34,880,731
3::; Suspended interest during the 788,964 657,835 4,232,467 662,434 6,341,700
Less: interest transferred to income (239,634) (172,339) (118,872) (122,027) (652,872)
Less: amounts written off (1,848,290) (257,421) (23,274,918) (449,939) (25,830,568)
Foreign exchange differences (4,968) - (8,931) - (13,899)
Balance at the end of the period 3,813,381 1,144,249 8,570,481 1,196,981 14,725,092
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Direct credit facilities portfolio is distributed as per the following geographical and industrial sectors classification:

Financial

Industrial

Commercial

Real estate

Tourism and hotels
Agriculture

Shares

Services utilities and public
transportation services (including air transportation)
Government and public sector
Retail

Other
Total

Financial Assets At Amortized Cost

This item consists of the following:

Treasury bonds
Governmental debt securities and its guarantee's
Bonds, Corporate debt securities and others*

Other government bonds
Total

Impairment allowance and expected credit losses- (note 22)

Total

Analysis of bonds and bills:
Fixed Rate

Floating rate

Total

Inside Outside 31 March 31 December
Jordan Jordan 2018 2017
JD JD JD JD
31,190,929 31,190,929 33,971,058
119,403,497 8,028,461 127,431,958 111,181,958
162,705,226 22,052,005 184,757,231 207,898,472
248,300,756 21,167,793 269,468,549 263,207,852
30,263,417 7,821,107 38,084,524 46,162,096
10,696,969 10,390 10,707,359 11,300,942
57,949,706 57,949,706 54,748,236
68,432,682 1,734,680 70,167,362 71,236,694
12,403,928 12,403,928 11,846,558
62,648,170 62,648,170 69,298,643
80,733,985 8,701,031 89,435,016 87,338,181
27,031,016 - 27,031,016 29,102,791
911,760,281 69,515,467 981,275,748 997,293,481
31 March 31 December
2018 2017
JD JD
(Unaudited) (Audited)
346,434,103 371,360,178
57,822,955 59,531,804
26,837,402 36,544,998
947,719
431,094,460 468,384,699
(889,039) (500,000)
430,205,421 467,884,699
418,191,460 455,481,699
12,903,000 12,903,000
431,094,460 468,384,699

The Bank has changed its business model to hold debt instruments through financial assets at amortized cost. Management has
decided to have debt instruments held at fair value through other comprehensive income .The management has defined and set
specific policies for such investments. The purpose of these policies is to obtain interest with the possibility of selling them at any
time. The value of the bonds transferred from amortized cost to other comprehensive income amounted to JD 28,053,801 with

an impact of JD 24,839.
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(10) Customer Deposits

Current and demand
Saving accounts

Time and notice deposits
Certificates of deposit
Total

31 March 2018

D
(Unaudited)

364,618,293
61,186,083
723,832,327
56,159,413

1,205,796,116

31 December 2017

D
(Audited)

415,908,606
59,760,151
687,001,494
54,349,974

1,217,020,225

The deposits of government and general public sector inside Jordan amounted to JD 61,690,554 representing 5.14% of the total deposits as of
31 March 2018 against JD 60,633,296 representing 4.98% as of 31 December 2017.
Non-interest bearing deposits amounted to JD 331,626,162 representing 27.50 % of total deposits as of 31 March 2018 against JD 388,472,799
representing 31.93 % of the total deposits as of 31 December 2017.

- No deposits are reserved (restricted withdrawals) as of 31 March 2018 and 31 December 2017.

- Dormant deposits amounted to JD 1,010,583 as of 31 March 2018 against JD 1,206,645 as of 31 December 2017.

(11) Loans and Borrowings

The details are as follows :

31 March 2018 - Unaudited

Amounts borrowed
from central banks

Amounts borrowed
from local banks and

Amounts borrowed
from foreign banks
and financial
institutions

Total

31 December 2017 - Audited

Amounts borrowed from central
banks

Amounts borrowed from local
banks and financial institutions

Amounts borrowed from foreign
banks and financial institutions

Total

Amount

Number of Installments

Total Outstanding

Frequency of
Instalments

Interest
rate

Collaterals

Re-lending
Interest
rate

D

41,642,055

60,000,000

17,870,913

119,512,968

41,180,585

60,000,000

17,733,586

118,914,171

D D

1490 1,137

91 79

1,640 1,307

100 88

Monthly and
semi annual
payment and
payment at
maturity

One payment

Monthly and
semi annual
payment and
payment at
maturity

Monthly and
semi annual
payment and
payment at
maturity

One payment

Monthly and
semi annual
payment and
payment at
maturity

D %

- 0.70% - 5.50%

- 4.05% -5.75%

- 1.77% - 2.70%

- 0.70% - 5.50%

- 4.05% - 5.75%

- 1.77% - 2.58%

3.75% - 6.50%

4.50% - 12.03%

3.75% - 12.00%

4.00% - 6.50%

4.50% - 11.78%

3.75% - 10.00%

* Borrowed money from Central Banks includes JD 41,642,055 that represents amounts borrowed to refinance the customers' loans in the medium
term financing programs that have been re-borrowed. These loans mature during 2018 - 2039.

e The amounts borrowed from local institutions are all borrowed from the Jordan Mortgagee Refinance Company with a total amount of JD 60
Million. The loans mature during 2018 - 2020.

* The amounts borrowed from foreign banks / institutions include amounts from the European Bank for Reconstruction and Development and
amounted to USD 8,571,429 and the last payment falls due during 2020.

e Loans bearing fixed - interest rates amounted to JD 113,435,825 and loans bearing floating - interest rates amounted to JD 6,077,143 as at 31

March 2018.
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(12) Subordinated Loans

Subordinated Loan

Total

(13) Income Tax

Income Tax liabilities

Amount

Frequency of
instalments

Collaterals

Interest Rate

D

One payment

17,725,000 maturingon 1

March 2020

17,725,000

The movement on income tax liability is as follows:

Balance at the beginning of the period/year

Income tax paid

Income tax charge for the year
Income tax on other comprehensive income
Income tax charge for previous years

Foreign exchange translation differences

Balance at the end of the period/year

D

31 March 2018

%

6.85%

31 December 2017

JD D
(Unaudited) (Audited)

2,446,732 11,020,115
(963,970) (12,268,944)
572,120 3,716,713
- (155,096)
- 131,672
63,187 2,272
2,118,069 2,446,732

Income tax expense presented in interim condensed consolidated income statement:
For the 3 months ending 31 March

Current income tax charge for the period
Previous years income tax charges
Deferred tax assets for the period

Deferred tax liabilities for the period

2018 2017
D D
(Unaudited) (Unaudited)

572,120 1,866,463
- (187,900)
1,150,913 (1,209,083)
822 40,691
1,723,855 510,171

- Legal income tax rate on the Bank's revenues and brokerage firm is 35% and 24% respectively.

- Legal income tax on the Bank's revenues in Iraq is 15%.

- Afinal settlement has been made with the income and sales tax department regarding the Bank's tax till the end of 2014.

- The income and sales tax department has reviewed the tax return of the Bank for the year 2015, and has not released the

final settlement yet.

- A final settlement has been made with the income and sales tax department regarding the tax on Capital Investment and

Brokerage company till the end of 2015.

- A final settlement has been made with the income tax department regarding the tax on National Bank of Iraq till the end of
2016, the Bank obtained reciepts confirming the amounts settled, and the Bank will settle the amounts due on 31 December

2017 during 2018.

- The Bank and Capital Investment and Brokerage company have submitted the tax return for the year 2016. Final

settlements are still pending as of the date of this interim condensed consolidated financial statements.

- The management believes that the income tax provision recorded is sufficient to meet the tax obligations as of 31 March

2018.
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(14) cash Dividends and Proposed Cash Dividends

(15)

In the meeting No. 2/2018 held on 26 February 2018, the Bank’s Board of Directors have approved the proposed cash dividends equivalent to 10%
of the Bank's authorized and paid-in capital and the decision was approved by the Shareholders' General Assembly on 30 April 2018.

Sundry Provisions

31 March 2018 (Unaudited)

Provision for lawsuits raised against
the bank
Provision against Iraq risks

Other provisions

Foreign Currency translation
differences

Total

31 December 2017 (Audited)

(16)

(17)

Provision for lawsuits raised against
the bank
Provision against Iraq risks

Other provisions

Foreign Currency translation
differences

Total

Balance at the
beginning of the

Additions during Utilized during

Transferred to

Balance at the end

period/year period/year year/period income of the period/year
D D D D D
3,850,406 - - - 3,850,406
12,963,155 - - - 12,963,155
38,995 - - - 38,995
(34,673) 760,266 - - 725,593
16,817,883 760,266 - - 17,578,149
34,000 3,850,406 (15,107) (18,893) 3,850,406
25,354,563 - - (12,391,408) 12,963,155
- 38,995 - - 38,995
(24,819) (9,854) - - (34,673)
25,363,744 3,879,547 (15,107) (12,410,301) 16,817,883

In light of the improvements in the political and the economic situations in general in Iraq during 2017, the Bank has collected a deposited amount
of JD 25,052,113 from National Bank of Iraq balances at the Central Bank of Iraq's Irbil and Al - Sulaymaniah branches. Therefore, the bank
modified the provisions according to the political and economic conditions in Iraq as well as other risks of the National Bank of Iraq to reach JD

12,963,155 as at 31 March 2018 and 31 December 2017 . Noting that the provision will be reviewed annually.

Expected credit loss for off balance sheet items in accordance to IFRS (9)

Balance at 1 January 2018
Changes on initial application of IFRS 9

Restated balance at 1 January 2018

Earnings Per Share

Basic and diluted earnings per share

The details are as follow:

Profit for the period attributable to Bank’s shareholders

Weighted average number of shares during the period

Basic and diluted earnings per share

31 March 2018
D

(Unaudited)

3,169,902
3,169,902

31 December 2017
D

(Audited)

For the 3 months ending 31 March

2018 2017
(Unaudited) (Unaudited)
7,000,769 3,453,234
200,000,000 200,000,000
JD /Fils ID/Fils
0.035 0.017

* The basic earning per share is equivalent to the diluted earning per share, since the bank did not issue any diluted financial instruments.
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(19)

Cash and Cash Equivalents
For the 3 months ending 31

The details are as follow: March
2018 2017
D D
(Unaudited) (Unaudited)

Cash and balances with central banks maturing within 3 months 174,665,867 257,381,297
Add: Balances at banks and financial institutions maturing within 3 months 155,205,198 (23,229,849)
Less: Banks and financial institutions’ deposits maturing within 3 months (61,053,137) (107,525,157)
Less: Restricted cash balances (note 5) (1,131,806) (1,119,843)

267,686,122 125,506,448

Related Party Transactions

The interim condensed consolidated financial statements of the Bank include the following subsidiaries:

Ownership Paid in capital
31 March 31 December 31 March 31 December
Company name
2018 2017 2018 2017
% % D D
(Unaudited) (Audited) (Unaudited) (Audited)
Capital Investment and Brokerage . .
100 % 100 % 10,000,000 10,000,000
Company
National Bank of Iraq 61.857 61.857 86,739,856 86,739,856
Bahrain Investment Fund Company 100 . 100 . 1,888 1,888
Capital Bank C te Advi . .
apital Bank ~orporate Advisory 100 7 100 7 177,250 177,250

(DIFC) Limited

The Bank entered into transactions with major shareholders, directors, senior management in the ordinary course of business at commercial
interest and commission rates.
The following related party transactions took place during the period

Related party Total
BOD Executive e Major 31 December
Subsidiaries 31 March 2018
members management Shareholders 2017
D D D D D
Statement of financial position items: (Unaudited) (Audited)
Bank Deposits with related parties - - 2,043,909 - 2,043,909 -
Bank Deposits 25,245,973 744,282 26,532,119 563 52,522,937 67,425,689
Margin accounts 542,201 18,624 43,105,861 300 43,666,986 25,348,219
Direct credit facilities 32,684,532 1,691,912 2,487 4,605,618 38,984,549 37,262,785
Direct credit facilities - watch list 3,032,691 - - - 3,032,691 1,982,063
Direct credit facilities-non-
. 58,595 - - - 58,595 -
performing
Off-balance sheet items:
Indirect credit facilities 8,454,151 1,000 35,148,813 300 43,604,264 33,578,438
For the 3 months ending 31
March
2018 2017

(Unaudited) (Unaudited)
Statement of income items:
Interest and commission income 652,297 28,282 119,068 102,864 902,511 1,054,097
Interest and commission expense 261,021 10,849 32,096 - 303,967 1,070,519

e Interest rates on credit facilities in Jordanian Dinar range between 4.50% - 11.25%
e Interest rates on credit facilities in foreign currency range between 3.75% - 5.00%
e Interest rates on deposits in Jordanian Dinar range between 3.40% - 6.00%.

e Interest rates on deposits in foreign currency between 0.10% - 2.50%.
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Below is a summary of top management benefits (salaries and other benefits)

Benefits (Salaries, wages, and bonuses) of executive management

Total

Segment Information

1. Information about bank Activities:

For the 3 months ending 31 March

2018
D

(Unaudited)

508,666
508,666

2017
D
(Unaudited)

1,494,777
1,494,777

The Bank is organized for management purposes so that the segments are measured according to reports issued in respect of the following main business segments:

Retail banking: Includes handling individual customers’ deposits, credit facilities, credit card, and other services.

Corporate banking: Includes monitoring deposits, credit facilities, and other banking facilities provided to corporate customers.

Corporate finance: Principally arranging structured financing, and providing services relating to privatizations, IPOs, and mergers and acquisitions.

Treasury: Principally providing money market, trading and treasury services, as well as the management of the Bank’s funding operations.

These segments are the basis on which the Bank reports its segment information:

Total revenue

Impairment losses on direct credit

facilities

Segment results
Unallocated expenses
Profit before tax
Income tax

Net profit

Other information
Segmental assets

Segmental liabilities

Capital expenditure

Depreciation and Amortization

Total revenue

Impairment losses on direct credit

facilities

Segment results
Unallocated expenses
Profit before tax
Income tax

Net profit

Other information

Segmental assets
Segmental liabilities

Capital expenditure

Depreciation and Amortization

Total
. . Corporate Corporate
Retail Banking R i Treasury Other 31 March 2018
Banking Funding
D ID ID D ID
(Unaudited)
6,294,565 14,219,693 606,757 6,517,067 4,478,440 32,116,522
189,127 (189,127) - - - R
1,264,224 7,273,031 606,757 6,094,988 4,478,441 19,717,441
(11,897,971)
7,819,470
(1,723,855)
6,095,615
254,329,056 636,012,477 - 899,705,789 136,287,208 1,926,334,530
741,407,256 591,637,197 - 198,291,105 52,444,847 1,583,780,405
1,029,278
1,124,880
C t
Retail Banking orpora € Treasury Other 31 March 2017
Banking
ID ID ID D ID
(Unaudited)
6,510,375 12,204,502 9,003,414 7,385,516 35,103,807
(2,379,722) (1,092,385) - - (3,472,107)
179,710 5,656,053 7,726,661 7,385,516 20,947,940
(16,015,621)
4,932,319
(510,171)
4,422,148
31 December 2017
ID
(Audited)
250,460,177 670,502,186 957,441,293 121,969,848 2,000,373,504
709,072,098 652,610,511 244,511,854 44,784,578 1,650,979,041
__31March2017
JD (Unaudited)
1,139,914
1,202,226



(21) Contingent Liabilities and Commitments (Off statement of financial position)

The total outstanding commitments and contingent liabilities are as follows:

31 March 2018 31 December
D ID
(Unaudited) (Audited)

Letters of credit 98,192,267 47,553,193

Confirmed Export Letters of credit 6,285,314 7,577,588

Acceptances 50,156,701 53,167,056
Letters of guarantee :

Payments 31,880,897 30,799,360

Performance 67,991,665 65,314,628

Other 50,612,190 47,121,130

Foreign currency forward 95,608,070 81,720,341

Unutilized direct credit limits 142,647,228 82,207,585

Total 543,374,332 415,460,881

In accordance with the requirements of IFRS 9, the effect of applying the standard and calculating the expected credit loss as at 1
January 2018 and 31 March 2018 has been calculated and as shown in note No. (16).

(22) Credit risk

Credit risk is the risk of suffering financial loss, should any of the Bank’s customers fail to fulfil their contractual obligations to the Bank.
Credit risk arises mainly from loans and advances, loan commitments arising from such lending activities, trade finance and treasury
activities. The Bank is also exposed to other credit risk arising from investments in debt instruments.

Credit risk is the single largest risk from the Bank’s business; management therefore carefully manages its exposure to credit risk. The
credit risk management and control are centralised in the Credit risk department which reports regularly to the executive management
and Board Risk Committee.

1- Impact of IFRS 9 adoption

The effect of the adoption of changes in accounting policies on the interim condensed financial statements of the Bank as at 1 January
2018 was as follows:

Fair value Fair value
accordance IAS accordance Change

39 IFRS 9

D D D
Balances with central banks 282,738,524 275,852,076 6,886,448
Bal ith banks and fi ial
carances With banks and financia 194,421,910 194,341,600 80,310
institutions
Financial assets at amortized cost 467,884,699 467,495,660 389,039
Direct credit facilities - net 920,962,363 908,739,652 12,222,711

Contingent Liabilities and

) 415,460,881 412,290,979 3,169,902
Commitments

The effect of reclassification of
debt instruments from amortized
cost to other comprehensive

income 28,053,801 28,028,962 24,839
Deferred tax assets - - (3,053,589)

Total of IFRS 9 Implementation 19,719,660
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2- Expected Credit loss stages

The following table contains an analysis of the credit risk exposure of financial assets which are subject to ECL. The gross carrying
amount of financial assets below represents the Bank’s maximum exposure to credit risk on these assets:

Credit risk exposures relating to on-balance
sheet assets:

Cash and balances with the Central Bank Of
Jordan

Credit loss allowance

net Carrying amount
Due from banks

Credit loss allowance

net Carrying amount

Credit Facilities - At amortised cost
Credit loss allowance

net Carrying amount

Investments — FVOCI

Credit loss allowance

net Carrying amount

Investments — Amortised cost

Credit loss allowance

net Carrying amount

Credit risk exposures relating to off-balance
sheet items:

Contingent liabilities

Credit loss allowance

net Carrying amount

31 December

31 March 2018 2017
Stage 1 Stage 2 Stage 3
Total Total
12-month ECL Lifetime ECL Lifetime ECL
D D D D D
570,768 6,315,680 - 6,886,448 -
167,779,408 96,895,855 - 264,675,263 282,738,524
80,310 - - 80,310 -
155,124,888 - - 155,124,888 194,421,910
3,499,058 8,683,006 61,903,839 74,085,903 61,606,026
646,743,163 221,120,835 113,411,750 981,275,748 997,293,481
35,077,792 - - 35,077,792 -
118,476 270,563 500,000 889,039 500,000
420,820,023 9,774,437 500,000 431,094,460 468,384,699
1,410,555 1,759,347 - 3,169,902 -
235,093,167 63,740,552 - 298,833,719 243,955,367

The effect of the adoption of changes in accounting policies on the interim condensed consolidated financial statements of the Bank as

at 31 March 2018 was as follows:

Balances with central banks
Balance at 31 December 2017

Effect of application of IFRS 9
Balance adjusted as at the beginning
of the year

Transfer from the first stage
during the period

Transfer fromsecond stage
during the period

Transferred from the third
stage during the period

Net balance as at 31 March 2018

Stage 1 Stage 2 Stage 3 Total
D D D D
570,768 6,315,680 - 6,886,448
570,768 6,315,680 - 6,886,448
570,768 6,315,680 - 6,886,448
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Balances with banks and
financial institutions

Balance at 31 December 2017
Effect of application of IFRS 9

Balance adjusted as at the beginning
of the year

Transfer from the first stage
during the period

Transfer fromsecond stage
during the period

Transferred from the third
stage during the period

Net balance as at 31 March 2018

Direct credit facilities - net

Balance at 31 December 2017

Effect of application of IFRS 9
Balance adjusted as at the beginning

Transfer from the first stage
during the period

Transfer fromsecond stage
during the period
Transferred from the third
stage during the period

Foreign exchange differences
Net balance as at 31 March 2018

Stage 1 Stage 2 Stage 3 Total

D D D D
80,310 - - 80,310
80,310 - - 80,310
80,310 - - 80,310
- 3,215,447 58,390,579 61,606,026
3,499,058 8,723,653 - 12,222,711
3,499,058 11,939,100 58,390,579 73,828,737
- (3,308,151) 3,308,151 -
- 52,057 205,109 257,166
3,499,058 8,683,006 61,903,839 74,085,903
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Financial assets at

amortized cost - net

Balance at 31 December 2017

Effect of application of IFRS 9
Balance adjusted as at the beginning

Transfer from the first stage
during the period

Transfer fromsecond stage
during the period

Transferred from the third
stage during the period

Net balance as at 31 March 2018

Indirect credit facilities - net
Balance at 31 December 2017

Effect of application of IFRS 9
Balance adjusted as at the beginning
Transfer from the first stage

during the period

Transfer fromsecond stage
during the period
Transferred from the third

stage during the period
Net balance as at 31 March 2018

Stage 1 Stage 2 Stage 3 Total

D D D D
- - 500,000 500,000
118,476 270,563 - 389,039
118,476 270,563 500,000 889,039
118,476 270,563 500,000 889,039
1,410,555 1,759,347 - 3,169,902
1,410,555 1,759,347 - 3,169,902
1,410,555 1,759,347 - 3,169,902
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3- Credit risk measurement

The estimation of credit exposure for risk management purposes 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).

4- Probability of default (PD):

PD estimates are estimates at a certain date (point in time, PIT), which are calculated based on statistical rating models, and
assessed using rating tools tailored to the various categories of counterparties and exposures. The Bank uses statistical models
based on internally compiled data comprising both quantitative and qualitative factors as well as available macroeconomic
indicators, while taking into consideration historical and forward looking information to derive the PD for counterparties. If a
counterparty or exposure migrates between rating classes, then this will lead to a change in the estimate of the associated PD.
PDs are estimated considering the contractual maturities of exposures and estimated prepayment rates.

5- Loss given default (LGD):

LGD is the amount of likely loss if there is a default. After taking into account the recovery rate, the time to recover and the cost
of recovery from collaterals against the granted loan, and using available histrocial data, the Bank estimates the following
haircuts for its main collaterals:

Collateral Type LGD%
Cash Margin, Government Guaranteed, Qualified
Banking Guarantees, Other external qualified 0%
guarantors,
Stocks and financial Assets 16%
Real Estate 23%
Cars 50%
Machines 53%

6- Exposure at default (EAD):

EAD represents the expected exposure in the event of a default. The Bank derives the EAD from the current exposure to the
counterparty and potential changes to the current amount allowed under the contract including amortisation. The EAD of a
financial asset is its gross carrying amount. It is not necessarily the outstanding balance, but also takes into consideration any
expected future utilization. The treatment of the EAD differs, depending on the type of exposure.

7- Significant increase in credit risk

To assess whether a significant increase in credit risk has occurred for an exposure, the Bank compares:

the remaining lifetime probability of default (PD) as at the reporting date; with

the remaining lifetime PD for this point in time that was estimated at the time of initial recognition of the exposure.

For the above assessment, the Bank considers reasonable and supportable information that is relevant and available without
undue cost or effort, including both quantitative and qualitative information and analysis based on the Bank's historical
experience and credit assessment; and including forward-looking information.
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8- Credit Risk Rating

A Credit Rating system and its generated rating output is considered to be the main component when estimating expected credit loss. It
involves analysing financial, non-financial and economic factors associated with the customer.

Each exposure is allocated to a credit risk grade at initial recognition based on available information about the borrower. Exposures are
subject to ongoing monitoring, which may result in an exposure being moved to a different credit risk grade.

9- Generating the term structure of PDs
Credit risk grades are a primary input into the determination of the term structure of PDs for exposures. The Bank collects performance

and default information about its credit risk exposures analysed by type of product and borrower as well as by credit risk grading.
Information acquired from external credit reference agencies is also used.

The Bank uses statistical models to analyse the data collected and generate estimates of the remaining lifetime 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 as well as in-depth analysis of the impact of certain other factors (e.g. forbearance experience) on the risk of default. For
most exposures, key macro-economic indicators include: GDP, inflation rates and interest rates. Based on advice from the Bank Market
Risk Committee and consideration of a variety of external actual and forecast information, the Bank formulates a 'base case' view of the
future direction of relevant economic variables as well as a representative range of other possible forecast scenarios (see discussion below
on incorporation of forward-looking information).The Bank then uses these forecasts to adjust its estimates of PDs.

10-Definition of default

The Bank considers a financial asset to be in default when:
1. The obligor is past due more than 90 days on any credit obligation; or
2. The obligor has filed for bankruptcy or similar protection from creditors.

3. Credit facilities rescheduled more than three times during a 12 months period

In assessing whether a borrower is in default, the Bank considers indicators that are:
¢ qualitative-e.g. breaches of covenant

¢ quantitative- e.g. overdue status and non-payment on another obligation of the same issuer to the Bank

The definition of default largely aligns with that applied by the Bank for regulatory capital purposes. Inputs into the assessment of whether
a financial instrument is in default and their significance may vary over time to reflect changes in circumstances.

The Bank applies a three-stage approach to measuring ECL on financial instruments accounted for at amortised cost and FVOCI. Assets
migrate through the following three stages based on the change in credit quality since initial recognition:

i) Stage 1: 12-months ECL

For exposures where there has not been a significant increase in credit risk since initial recognition and that are not credit impaired upon
origination, the portion of the lifetime ECL associated with the probability of default events occurring within the next 12 months is
recognised.

ii) Stage 2: Lifetime ECL — not credit impaired
For credit exposures where there has been a significant increase in credit risk since initial recognition but that are not credit impaired, a
lifetime ECL is recognised.

iii) Stage 3: Lifetime ECL — credit impaired

Financial assets are assessed as credit impaired when one or more events that have a detrimental impact on the estimated future cash
flows of that asset have occurred. This uses the same criteria as under IAS 39, the Bank’s methodology for specific provisions remains
unchanged. For financial assets that have become credit impaired, a lifetime ECL is recognised and interest revenue is calculated by
applying the effective interest rate to the amortised cost (net of provision) rather than the gross carrying amount.
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The Bank measures loss allowances at an amount equal to 12-month ECL for the following financial instruments which are
considered to have low credit risk:

¢ balances with Central Bank and other banks

* debt investment securities; and

¢ other financial assets, mainly comprising of sundry receivables

11- Importance of staging criteria

Staging is based on the assessment of relative movement in the credit quality of the loans from the time of initial recording.

Loans in stage 3 are those loans for which the bank has objective evidence of impairment. Accordingly, specific provision is
recorded for such exposures.

Stage transfer is triggered by assessing the relative change in credit risk (measured using lifetime risk of default) and not by the

absolute credit risk at the reporting date

30 days past due is the last resort

Bank management’s main definition and criteria for significant increase in credit risk (stage 2) includes the following parameters:

For exposures to corporate customers & financial institutions

60 days past due
Downgrade by 7 notches of the risk rating scale of 20 points
Customer is classified as Watch-list

For exposures to retail customers

60 days past due

Customer is classified as Watch-list

12- Incorporation of forward-looking information

The Bank incorporates forward-looking information into both its assessment of whether the credit risk of an instrument has
increased significantly since its initial recognition and its measurement of ECL. Based on advice from the Bank Market Risk
Committee and consideration of a variety of external actual and forecast information, the Bank formulates a 'base case' view of
the future direction of relevant economic variables as well as a representative range of other possible forecast scenarios (upside
and downside).

The Bank has identified and documented key drivers of credit risk and credit losses for each portfolio of financial instruments and,
using an analysis of historical data, has estimated relationships between macro-economic variables (i.e: GDP, inflation rates and
interest rates) and credit risk and credit losses.

Predicted relationships between the key indicators and default and loss rates on various portfolios of financial assets have been
developed based on analysing historical data over the past 5 years.

22



(23)
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Fair Value of Financial Instruments

Financial instruments include cash balances, deposits at banks and the Central Bank of Jordan, direct credit
facilities, other financial assets, customers’ deposits, banks deposits and other financial liabilities.

There are no material differences between the fair value of financial instruments and their book value.

The Bank uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuation technique:
Level 1: Quoted (unadjusted) prices in active markets for identical assets or liabilities.
Level 2: Other techniques by which all inputs significantly effect the recorded fair value may be observed, either
directly or indirectly from market information.
Level 3: Other techniques using inputs significantly effecting the recorded fair values; which are not based on
observable market data.
The following table shows the breakdown of the financial instruments at fair value and according to the above
hierarchy:

Level 1 Level 2 Level 3 Total

D D JD JD
31 March 2018 (Unaudited)

Financial assets-

Financial assets at fair value

through income statement 4,110,0% 86,202 ) 4,196,298

Financial assets at fair value

through other comprehensive 33,377,656 12,126,263 - 45,503,919
income

Derivative instruments - - (43,475) (43,475)

31 December 2017 (Audited)
Financial assets-

Financial assets at fair value

through income statement

Financial assets at fair value

through other comprehensive 4,608,894 4,526,206 - 9,135,100
income

Derivative instruments - - 277,362 277,362

3,175,506 85,554 - 3,261,060

Lawsuits against the Bank

The lawsuits raised against the Bank, as part of the ordinary course of business, amounted to JD 24,525,979 as
at 31 March 2018 and 31 December 2017. According to the Bank’s management and legal counselor, the Bank
will not be liable in any of these cases.

The lawsuits raised against Capital Investment and Brokerage Company Ltd/Jordan, as part of the ordinary
course of business, amounted to JD 355,686 as at 31 March 2018 and 31 of December 2017. According to the
Bank’s management and legal counselor, provisions amounted to JD 355,500 were booked against these
lawsuits.

The lawsuits raised against National Bank of Iraq, as part of the ordinary course of business, amounted to JD
7,358,144 as at 31 March 2018 compared to JD 7,087,147 as at 31 of December 2017.According to the Bank'’s
management and legal counselor, provisions amounted to JD 3,519,455 were booked against these lawsuits.

Statutory Reserve
The bank has not booked Statutory Reserve during the period since the enclosed statements are interim
condensed consolidated financial statements.
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