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REVIEW REPORT ON THE INTERIM CONDENSED FINANCIAL STATEMENTS
To THE BOARD OF DIRECTORS OF ISLAMIC INTERNATIONAL ARAB BANK
AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed financial statements of ISLAMIC
INTERNATIONAL ARAB BANK (Public Shareholding Company) as at 30 June 2018, comprising of
interim condensed statement of financial position as at 30 June 2018 and the related interim
statements of income, comprehensive income, changes in owners’ equity, cash flows, and sources
and uses of funds of Al Qard Al Hasan Fund for the six months period then ended and explanatory
notes. The Board of Directors is responsible for the preparation and presentation of these interim
condensed financial statements accordance with Islamic Shari’a rules and principles as determined by
Shari’a Supervisory Board of the Bank and the financial accounting standards issued by the Accounting
and Auditing Organization for Islamic Financial Institutions (AAOIFI). 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 Accounting and Auditing
Standards for Islamic Financial Institutions 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 financial statements are not prepared, in all material respects, in
accordance with the accounting policies described in Note (2) to the interim condensed financial
statements.

Amman — JordaW'ﬂ’ abl i,
30 July 2018



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED STATEMENT OF FINANCIAL POSITION
As AT 30 JUNE 2018

ASSETS

Cash and balances at Central Bank

Balances with banks and financial institutions

Deferred sales receivables and other receivables — Net
Deferred sales receivables through income statement

ljara muntahia bittamleek assets — Net

Financial assets at fair value through shareholders’ equity - Self
Financial assets at fair value through joint investment accounts
holder's equity

Financial assets at amortized cost — Net

Investments in real estate

Qard Al - Hasan loans — Net

Property and equipment — Net

Intangible assets — Net

Deferred tax assets

Other assets

TOTAL ASSETS

LIABILITIES

Banks and financial institutions accounts
Customers’ current accounts

Cash margin

Other provisions

Provision for income tax

Deferred tax liabilities

Other liabilities

TOTAL LIABILITIES

Joint Investment Accounts Holders' Equity
Unrestricted investment accounts
Total Joint Investment Accounts Holder's Equity

INVESTMENT RISK FUND
Investment Risk Fund
Provision for income tax on Investment Risks Fund

SHAREHOLDERS’ EQUITY
Paid-up capital

Statutory reserve

Voluntary reserve

General banking risks reserve
Fair value reserve - net
Retained earnings

Profit for the period

Total Shareholders’ Equity
Total Liabilities’ Joint Investment Accounts Holders &
Shareholders’ Equity
Restricted investments
Wakalah investments

30 June 31 December
Notes 2018 2017
JD JD
(Unaudited) (Audited)
4 507,825,245 588,819,337
5 18,147,197 21,546,641
6 767,391,458 701,820,133
7 - -
8 650,243,425 620,283,994
9 5,390,244 5,498,759
10 264,488 198,366
11 33,189,163 38,096,056
12 20,985,216 21,608,775
35,187,718 27,695,418
18,255,665 18,758,098
405,368 473,854
(15/¢c) 3,029,090 2,678,427
13 9,749,784 4,701,307
2,070,064,061 2,052,079,165
6,274,023 257,629
14 675,593,453 706,073,699
29,452,645 35,652,339
2,922,002 2,745,846
(15/a) 7,815,578 12,003,114
(15/c) 189,194 227,174
16 36,048,705 29,378,103
758,293,600 786,337,904
17 1,107,174,526 1,061,579,579
1,107,174,526  1,061,579,579
18 25,050,031 26,983,673
18 1,781,167 2,594,950
26,831,198 29,578,623
100,000,000 100,000,000
25,735,842 25,735,842
4,262,322 4,262,322
19 - 882,000
20 351,359 421,895
21 31,707,488 43,281,000
15,707,726 -
177,764,737 174,583,059

2,070,064,061

2,052,079,165

167,297,175

131,706,967

36,811,723

32,320,657

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (38) FORM PART OF THESE INTERIM CONDENSED FINANCIAL
STATEMENTS AND SHOULD BE READ WITH THEM.



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING COMPANY

INTERIM CONDENSED INCOME STATEMENT

FOR THE Six MONTHS ENDED 30 JUNE 2018 (UNAUDITED)

Deferred sales revenues

Revenues from financing investments
Revenues from financial assets at amortized cost
Net (expenses) from Investment in Real Estates
Revenues from ljara muntahia bittamleek assets
Ju'alah commissions

Total Revenues from Joint Investments
Accounts

Unrestricted investment accounts holders share
Investment risks fund share

Bank’s share in income from Joint Investment
as Mudarib and Fund Owner (Rab Al-Mal)
Bank’s revenues from its own investments

Bank’s share in restricted investment revenues as
Mudarib

Bank’s share in restricted investment revenues as
agent (Wakeel)

Gains from foreign currencies

Banking services revenues

Other revenues

Gross Income

Expenses

Employees’ expenses

Depreciation and amortization

Other expenses

Depreciation of ljara Muntahia Bittamleek assets
Provisions for impairment of deferred sales
receivables

Other provisions

Total Expenses

Profit before tax

Income tax expense

Profit for the period

Earnings per Share - Basic / Diluted

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (38) FORM PART OF THESE INTERIM CONDENSED FINANCIAL

For the three months period
ended 30 June

For the six months period
ended 30 June

Notes 2018 2017 2018 2017

JD JD JD JD
22 12,315,957 11,333,732 23,950,728 21,860,397
23 - 3,747 - 6,894
259,359 293,573 545,842 548,956
24 (187,854) (183,388) (381,450) (349,490)
12,625,658 11,561,073 24,906,284 22,737,428
170,184 96,416 269,581 182,982
25,183,304 23,105,153 49,290,985 44,987,167
25 (5,518,128)  (4,878,021)  (10,537,429)  (9,452,839)
18 (2,518,631)  (2,310,516) (4,929,099)  (4,498,717)
26 17,146,545 15,916,616 33,824,457 31,035,611
27 41,639 20,601 46,675 28,475
144,596 55,015 251,107 99,322
167,109 79,585 209,320 102,045
404,428 403,919 782,132 818,684
2,478,910 2,177,918 4918217 4,383,359
81,794 85,930 155,470 168,671
20,465,021 18,739,584 40,187,378 36,636,167
5,310,466 4,775,286 10,491,815 9,609,942
734,761 756,584 1,456,171 1,485,516
2,518,959 2,350,816 4625094 4,649,432
5,359 5,988 10,623 13,862
6 10,000 32,000 10,000 49,000
115,890 234,941 246,652 339,041
8,695,435 8,155,615 16,840,355 16,147,693
11,769,586 10,583,969 23,347,023 20,488,474
(15/b)  (3,761,861) _ (3,509,735) (7,639,297) _ (6,976,312)
8,007,725 7,074,234 15,707,726 13,512,162
39 0.08 0.071 0.157 0.135

STATEMENTS AND SHOLILD BE READ WITH THEM.



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING COMPANY
INTERIM CONDENSED STATEMENT OF COMPREHENSIVE INCOME
FOR THE Six MONTHS ENDED 30 JUNE 2018 (UNAUDITED)

For the three months period For the six months period

ended 30 June ended 30 June
2018 2017 2018 2017
JD JD JD JD

Profit for the period 8,007,725 7,074,234 15,707,726 13,512,162
Add: other comprehensive income which will not be

reclassified to the income statement in future periods

Change in the fair value reserve — net at tax (29,692) (62,555) (70,536) 44,060
Total Other Comprehensive Income for the period 7,978,033 7,011,679 15,637,190 13,556,222

attributed to the bank’s shareholder

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (38) FORM PART OF THESE INTERIM CONDENSED FINANCIAL
STATEMENTS AND SHOULD BE READ WITH THEM.
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IsLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING COMPANY

INTERIM STATEMENT OF CASH FLOWS

FOR THE Six MONTHS ENDED 30 JUNE 2018 (UNAUDITED)

For the six month period ended

30 June
Notes 2018 2017
JD JD
CASH FLOWS FROM OPERATING ACTIVITIES:
Profit for the period before tax 23,347,023 20,488,474
Adjustments for Non- Cash Items:
Depreciation and amortization 1,456,171 1,485,516
Depreciation of investment in real estate 24 411,584 376,523
Depreciation of ljara Muntahia Bittamleek assets 31,828,733 29,993,003
Prov1§|on for expected credit loss of deferred sales receivables and 10,000 49,000
self-financing 6
investment Risks Fund 18 4,929,099 4,498,717
Other provisions 246,652 339,941
Effect of exchange rate fluctuations on cash and cash
equivalents (2,968) (6,493)
Net cash generated by operating activities before change in
the working capital 62,226,294 57,224,681
Change in working capital ltems
(Increase) in deferred sales receivables and other receivables (70,154,757) (58,109,375)
Decrease in financing investments - 37,686
(Increase) in ljara muntahia bittamleek assets (61,786,693) (61,279,205)
(Increase) Decrease in other assets (5,097,252) 753,592
(Increase) in Qard Al - Hasan loan (7,503,878) (2,752,350)
(Decrease) increase in customers’ current accounts (30,480,246) 10,016,484
(Decrease) increase in cash margins (6,199,694) 2,702,594
Increase (decrease) in other liabilities 6,098,593 (5,700,175)
Net Cash used in Operating Activities before Tax and
Provisions Paid (112,897,633) (57,106,068)
Tax paid (15,100,000) (12,802,866)
Provisions paid (70,496) (47,228)
Net Cash used in Operating Activities (128,068,129) (69,956,162)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase financial assets from shareholder equity (73,332) (230,749)
Sale (purchase) of financial assets at amortized costs ~ Net 4,906,893 (9,663,802)
Sale (purchase) of investment in real estates 111,975 (348,863)
(Purchase) of property and equipment (832,393) (1,003,145)
(Purchase) intangible assets (52,859) -
Sale of property and equipment - 2,639
Net Cash from (used in) Investing Activities 4,060,284 (11,243,920)
CASH FLOWS FROM FINANCING ACTIVITIES:
Increase (decrease) in joint investment accounts holders’ equity 45,594,947 (2,637,045)
Distributed dividends (12,000,000) (10,000,000)
Net Cash Flows from (used in) Financing Activities 33,594,947 (12,637,045)
Effect of exchange rate fluctuations on cash and cash
equivalents 2,968 6,493
Net Decrease in Cash and Cash Equivalents (90,409,930) (93,830,634)
Cash and Cash Equivalents - beginning of the period 610,108,349 664,848,105
Cash and cash equivalents - End of the Period 29 519,698,419 571,017,471

THE ACCOMPANYING NOTES FROM NO. (1) TO NO. (38) FORM PART OF THESE INTERIM CONDENSED FINANCIAL

STATEMENTS AND SHOULD BE READ WITH THEM.



ISLAMIC INTERNATIONAL ARAB BANK — PUBLIC SHAREHOLDING COMPANY
INTERIM STATEMENT OF SOURCES AND USES OF AL — QARD AL — HASAN FUND

As AT 30 JUNE 2018
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Beginning Balance for the period/ year 27,348,846 18,532,292
Sources of the fund
Shareholders’ equity (19,379,273) (28,011,687)
Total sources of fund for the period/ year (19,379,273) (28,011,687)
Uses of Fund’s Sources
Personal advances 1,306,588 1,773,492
Visa Revolving Card 25,249,252 35,054,749
Total uses for the period /year 26,555,840 36,828,241
Total balance 34,525,413 27,348,846
Currents and overdraft accounts 1,080,551 681,757
Less: Expected credit loss provision for the period/ year (418,246) (335,185)
Balance at the end of the period / year— net 35,187,718 27,695,418

THE ACCOMPANYING NOTES FRON NO. (1) TO NO. (38) ARE AN INTEGRAL PART OF THESE INTERIM CONDENSED
FINANCIAI STATEMENTS AND SHOUIL D BE READ WITH THEM.



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

1 General

Islamic International Arab Bank is a Public Shareholding Company incorporated in Jordan during 1997 in
accordance with companies law No (22) of (1997). Its head office is located in Amman.

The Bank provides all banking, financial, and investment activities that comply with Islamic Shari'a
standards through its headquarters and its 43 branches inside the Kingdom. The Bank’s activities are
subject to the provisions of the Banks’ Law in force.

The Islamic International Arab Bank is wholly owned by the Arab Bank.

The Interim financial statements have been approved by the Shari'ah Supervisory Board in it's Meeting
held on 28 July 2018.

The accompanying condensed interim financial statements have been approved by the Bank’s Board of

Directors in its Meeting number (6) held on 28 July 2018 and is subject to approval of the Central Bank of
Jordan.

{2) Significant Accounting Policies

Basis of preparation

The Interim condensed financial statements of the Bank have been prepared in accordance with the
standards issued by the Accounting and Auditing Organization for Islamic Financial Institutions, in
accordance with the applicable local laws and the instructions of the Central Bank of Jordan. In the absence
of standards issued by the Accounting and Auditing Organization for Islamic Financial Institutions relating
to the items of the financial statements, the International Financial Reporting Standards (IFRS) and the
interpretations issued thereon are applied until Islamic standards are issued.

The Interim condensed financial statements have been prepared under the historical cost convention
except for financial assets at fair value through equity and sales receivables through the statement of
income at fair value at the statement of financial position date.

The Jordanian Dinar is the functional currency of the Interim financial statements which represents the
functional currency of the Bank.

The Bank follows the principle of mixing owners 'equity funds with joint investment deposit funds as of the
beginning of May 2013, while retaining the investments financed by the existing equity holders' equity until
they mature.

The amount of the investment risk fund should be reduced to cover expected credit losses calculated in
accordance with IFRS 9 and the impairment in real estate investments and any other investments financed
from the joint investment accounts.



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

Change in accounting policies:

The accounting policies adopted in the preparation of the Interim financial statements are consistent with
those followed in the preparation of the financial statements for the year ended 31 December 2017. The
Bank has applied the following amendments effective 1 January 2018:

IFRS 9 Financial Instruments

As per Central Bank of Jordan regulations (No. 13/2018) of 6 June 2018, regarding the implementation of
IFRS 9, Islamic Banks should implement the section of the standard concerned with calculating the
expected credit loss. The remaining aspects are subject to the requirements of Islamic financial accounting
standard 25, until instructions for Islamic Banks are issued by the Central Bank of Jordan in accordance
with the Islamic Financial Accounting Standard No. (30) issued by the Accounting and Auditing
Organization for Islamic Financial Institutions.

IFRS 9 (2014) replaces the incurred loss model in IAS 39 (Financial Instruments: Recognition and
measurement) with an expected credit loss model. The new impairment model also applies to certain loan
commitments, financial guarantee contracts, and placements, but not to equity investments. If there is a
low credit risk to the Financial Asset at the time of the initial application of IFRS 9, the credit risk related to
these financial assets is not considered to have changed significantly since initial recognition. In
accordance with IFRS 9 Financial Instruments, expected credit losses are recognized at an early date in
accordance with IAS 39 (Financial Instruments: Recognition and Measurement).

The Bank has adopted IFRS 9 (2014) financial instruments on the required effective date January 1, 2018,
the date on which the Bank has assessed the requirements of the new expected loss impairment model,
hedge accounting and the revised guidance on the classification and measurement requirements of
financial instruments. Note that the Bank has adopted the first phase (Classification and Measurement) of
IFRS 9 of 2009 on January 2011 through the application of Islamic Financial Accounting Standards No.25
entitled “Shares, instruments and similar instruments”.

The standard has been applied retrospectively and, in accordance with IFRS 9 without adjusting
comparative figures. The impact of the adoption of the Standard was recognized on 1 January 2018 by
reversing the impact on retained earnings on the equity statement only for the Bank’s own funds.



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

First: The descriptive disclosures:

The definition of default used to measure expected credit losses used in the assessment of change
between phases is consistent with the definition of default used by the Bank's internal credit risk
management. The stumbling is not defined in the standard, and there is a presumption that default occurs
when the payment is stopped for 90 days or more.

The Relationship Officer will communicate with the client and take note of any negative indicators that may
lead to a decline in the quality of the funds. These indicators arise from the following aspects: management,
financial position, environment, and collateral; as described in the credit policy.

In order to identify the problem in advance, to review the structure of funds and reassess the customer
credit and thus finding a solution to avoid the classification or stumbling of the customer, the Department
of Credit Control issues a statement of accounts receivable that is reviewed on a daily basis by the business
and credit sector officers. The Customer Relationship Development Officer, then prepares a detailed report
explaining the reason of the delay of the customers’ and submits the report to the concerned parties and
committees according to the Bank's procedures.

The Islamic International Arab Bank's credit review and control process is governed by credit rules set out
in the corporate and individual credit policies. The credit rating of the borrower is an essential element of
the credit review and evaluation. For this purpose, Islamic International Arab Bank has developed and
applied an internal rating methodology for creditworthiness, which evaluates the corporate client according
to the customer's financial and non-financial criteria. In parallel, Islamic International Arab Bank has
implemented Moody's Risk Analysis System (MRA), a credit rating system issued by Moody's Credit
Rating, which is based on financial and non-financial criteria for evaluating the corporate client and is
equivalent to the "Internal Rating System", where mapping is connected between the MRA rating and the
internal rating system.

Moody's credit rating system is centrally managed by the Risk Management Department including the
business sector / corporate and credit / credit review sections. The rating of customers' risk, whether using
the internal rating system or Moody's risk analysis system, is reviewed annually during the annual review
of individual client financing.

The expected credit loss mechanism, based on Central Bank regulations No. 13/2018 and guidelines of
IFRS 9, is based on three main inputs:

> Probability of Default (PD)
> Loss Given Default (LGD)
> Exposure At Default (EAD)



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

Probability of Default:
The probability of default estimates the likelihood of default over a given time horizon, which includes:

- Corporate credit: The probability of default (PD) derived from Moody's credit rating system is based on
the probability of default (PD) for customers under this classification. We would like to point out that the
system is currently under review by a third party to verify the accuracy and quality of the system's results.

— Credit facilities for the banking sector: Moody's credit rating was based on the external classification
of banks.

— Retail Credit: based on the historical default ratio of the bank's customers.

— Debt instruments at amortized cost. Depreciation is based on Moody's default rating based on the
external rating of the issuer instruments’.

In accordance with IFRS 9 regarding credit exposures / debt instruments included in the first stage use the
probability of default taken with 12 months exposures, while for the second and third phases, probability of
default was taken on the whole life span of credit exposure.

The probability of default for the above four sectors has been adjusted based on economic outlook. To that
end, Arab Islamic Bank and the Arab Bank Group have contracted with Moody's to provide the necessary
economic indicators.

Loss Given Default:

Loss given default estimates the loss arising in case a default occurs at a given time. It is based on the

difference between the contractual cash flows due and those that the lender would expect to receive,

including from the realization of any collateral (approved by the Central Bank of Jordan):

- Unsecured customer financing: based on Basel Il (Fundamental Internal Financing) guidelines’,
unsecured financing apply 45% provision as a potential loss on default.

— Secured Customers' Financing: Discount rates for the accepted guarantees are approved in accordance
with the instructions of the Central Bank of Jordan in particular.

Exposure at Default (EAD):

Exposure at default provides an estimate of the exposure at a future default date, taking into account
expected changes in the exposure after the reporting date, including repayments of principal and interest,
whether scheduled by contract or otherwise, expected drawdowns on committed facilities, and accrued
interest from missed payments.

< Time value of money

In accordance with the requirements of IFRS 9 Standards, the expected credit loss shall be discounted to
the reporting date, not to the expected default or some other date, using the effective interest rate (EIR)
determined at initial recognition or an approximation thereof.

For the purpose of allocating financial instruments subject to the scope of the Impairment Standard, three
stages are required by the Standard to measure impairment and determinants of significant change in the
credit risk on which the Bank has relied on the calculation of expected credit losses. As required by the
Standard, the three stages should be calculated, based on the definitions outlined in the Standard.



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

Stage 1: Includes customer financing either at the beginning of the transaction or those who have not
been subject to a significant increase in credit risk and thus, are subject to a lower provision based on
the probability of default of the next 12 months.

Stage 2: Customers' financing, which has a significant increase in the customer's credit risk and quality,
based on the following indicators, for which a provision for impairment should be taken based on the
probability of default during the lifetime of the loan:

Key indicators used to classify customer financing within Stage 2:

IFRS 9 (Financial Instruments) includes an assumption that there is a significant increase in the credit
risk of the financial instruments when it has been impaired for more than 45 days. As per the Central
Bank of Jordan’s instructions, it is assumed that there is a substantial increase in the credit risk of
financial instruments that have defaulted and have matured more than 60 days and this period will be
reduced to 30 days within 3 years.

As for Sukuk (excluding government issuances) and financing to banks, ratings from credit rating
agencies have been adopted so that any client rated below BBB is considered to be in this category.

Stage 3: includes the financing of customers who have been classified as non-operating according to
the instructions of the Central Bank of Jordan for the classification of funds, where the provisions
resulting from the implementation of these instructions have been approved for customers under this
stage.

The Bank's policy for identifying the common elements (s) on which the credit risk and expected credit
loss is measured on an individual basis is as follows:

Retail Credit: individual at the client / product level.

Corporate Credit: Individual at the client / product level.

Credit financing for banks: individual at the bank level.

Debt instruments at amortized cost: individually at the instrument / level.

In order to ensure compliance with the requirements of application of the standard and to ensure the
implementation of the application, a special committee has been established. The committee makes the
necessary decisions regarding the mechanisms of implementation, ensuring that the general policies,
procedures and systems are updated in accordance with the requirements of the standard. Additionally,
their task includes presenting the results of the calculation of expected credit losses based on the standard,
to the Senior Management and to the Board of Directors through its committees.



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

30 JUNE 2018 (UNAUDITED)

Second: Quantitative Disclosures:

1. The opening balance of provisions after application of IFRS 9 is as follows:

The amount of the Balance in
provisions as at 31 Difference due to accordance with
ltem December 2017 IFRS 9 adoption IFRS 9
JD JD JD
Direct credit financing - self 3,827,408 59,493 3,886,901
Direct credit financing - joint 10,808,780 1,246,217 12,054,997
Debt instruments in a financial asset
portfolio at amortized cost / joint ) 232,880 232,880
Guarantees - 161,934 161,934
Unutilized balance - self - 376,770 376,770
Unutilized balance - joint - 382,307 382,307
Letter of credit - self - 102,590 102,590
2. The expected credit losses for upcoming period for 1 January 2018 as follows:
ltem Stage 1 Stage 2 Stage 3 Total
JD JD JD JD

Direct credit financing - self - - 10,000 10,000

Direct credit financing - joint (739,592) (2,214) 4,146,919 3,405,113

Debt instruments within a portfolio of financial

assets At amortized cost (1,000) (26,690) - (27,690)

Unutilized balance - self - - - -

Unutilized balance - joint (68,092) 728 - (67,364)

Letters of credit

Effect of implementing of International Financial Reporting Standards no. (9) on opening balances for

2018 as follows:

The expected

Balance as of 1

Amount as of 31 Amount The expected credit loss- January 2018
ftem December 2017 reclassified  credit loss- self Joint after IFRS 9
JD JD JD JD JD

Cash and balances with
central banks 588,819,337 - - - 588,819,337
Balances and deposits at
banks and financial
institutions 21,546,641 - - - 21,546,641
Financial assets at fair
value through other
comprehensive income 5,498,759 - - - 5,498,759
Direct credit facilities 1,349,799,545 - (569,493) (1,246,217) 1,348,493,835
Debt instruments within a
portfolio of financial assets
at amortized cost 38,096,056 - - (232,880) 37,863,176
Financial guarantees 56,512,028 - (161,934) - 56,350,094
Unutilized balance 218,005,824 - (376,770) (382,307) 217,248,747
Letters of credit and
Acceptances 31,663,848 - (102,590) - 31,661,258
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(3) Uses of estimates accounting estimate

Preparation of the Interim financial statements and application of accounting policies require the Bank's
Management to perform estimates and assumptions that affect the amounts of financial assets and
liabilities, fair value reserve and disclosure of contingent liabilities. These estimates and judgements also
affect the revenue, expenses and provisions as well as the changes in fair value reported in the statement
of comprehensive income. In particular, it requires the Bank’s Management to make significant judgments
for estimating the amounts and timing of future cash flows. These estimates are based on several
assumptions and multiple factors with varying degrees of estimations and uncertainty. Furthermore, the
actual results may differ from the estimates due to the changes resulting from the conditions of such
estimates in the future. In the opinion of management, the estimates used in the financial statements are
reasonable.

We believe that our estimates in financial statements are reasonable and determined as follows:

A provision for lawsuits raised against the Bank is taken based on a legal study prepared by the Bank’s
legal advisor. The study highlights potential risks that the Bank may encounter in the future. Such legal
assessments are reviewed periodically.

Provision for impairment of financial assets requires management to make judgements to estimate the
amounts, timing of future cash flows, any significant increase in the credit risk of financial assets after initial
recognition, and to take into account future measurement information for expected credit losses.

The fiscal year shall be charged in respect of the income tax expense in accordance with accounting
regulations, laws and standards, thus tax provision shall be calculated.

Management periodically reassesses the economic useful lives of tangible and intangible assets for
calculating annual depreciation and amortization based on the general status of these assets and the
assessment of their useful economic lives expected in the future. Impairment loss is taken to the condensed
interim statement of income (if any).

Management periodically recalculated the useful lives of tangible and intangible assets for the purpose of
calculating annual depreciation and amortization based on the overall condition of those assets and
estimates of expected future production work, and the impairment loss (if any) is charged to the income
statement.
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

Bases of Dividends Distribution among Owners of Shareholders’ Equity and Holders of the Joint
Investment Accounts:

The return on equity of equity holders and holders of joint investment accounts for the first half of 2018 is
distributed as follows:

Rate
Share of Joint Investment Accounts Which is 2.876% on the Jordanian Dinar and 0.82% on the US Dollar for the
Holders 40%  1st half of 2018 and which is 2.948% on the Jordanian Dinar and 0.53% on the
US Dollar for the 1%t half of 2017.
Share of shareholders’ equity 50%

Share of the Investment Risks Fund 10%

The Bank shall contribute its share of the profits as a Mudaraba or its share in the profits as a capital to
raise the general percentage distributed to the holders of deposit accounts participating in the profits for
all/some of its customers.

Fair value measurement: The standard requires identification and disclosure of the level in the fair value
hierarchy into which the fair value measurements are categorized in their entirety. . The fair value
measurements are classified in accordance with the levels set out in the International Financial Reporting
Standard (IFRS). The difference between level (2) and level (3) of the fair value measurements means
assessing whether the inputs are observable and whether the unobservable inputs are significant. This
may require judgment and careful analysis of the inputs used to measure fair value, including consideration
of factors specific to the asset or liability.

Useful lives of tangible and intangible assets intangible assets:

Management estimates the useful lives of tangible and intangible assets upon initial recognition.
Moreover, Management periodically re-assesses the useful lives of tangible and intangible assets to
calculate annual depreciation and amortization based on the general status of such assets and the
estimates of the productive activities expected in the future. The impairment loss (if any) is charged
to the statement of income.

Factors affecting the estimated useful lives of tangible and intangible assets include Management's
estimates for the period in which the Bank is expected to use these assets as well as technological
development and obsolescence. If the useful lives of tangible and intangible assets differ from
Management's estimates significantly the expense of depreciation and/or profit and loss on disposal
will be materially impaired.

Management periodically revaluates the real estate within the investments in real estate portfolio and
a provision is taken for any impairment in their value within the investment risks fund. Moreover, the
portfolio is within the joint investment whereby building within such portfolio are depreciated at 10%
per annum.
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
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(4) Cash and balances at the Central Bank

The details of this item as following:

30 June 31 December
2018 2017
(Unaudited) (Audited)
JD JD
Cash in safe 28,908,434 33,226,507
Balances at central bank
Current and call accounts 366,051,737 445,552 304
Cash reserve requirements 112,865,074 110,040,526
Total 507,825,245 588,819,337
(5) Balances at banks and financial institutions
The details of this item as following:
Local Banks and Foreign Banks and Financial
Financial Institutions Institutions Total
30 June 31 December 30 June 31 December 30 June 31 December
2018 2017 2018 2017 2018 2017
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)
JD JD JD JD JD JD
Current and Call accounts 14,983,587 16,502,514 3,163,610 5,044,127 18,147,197 21,546,641
14,983,587 16,502,514 3,163,610 5,044,127 18,147,197 21,546,641
— There are no restricted cash balances as of 30 June 2018 and 31 December 2017.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

Expected credit losses provision for deferred sales receivables, financing investment, ijara
muntahia bettamleek and qard al-hasan lease - self

The following is the movement on the provision:

Small and
Medium
Individuals Corporates Enterprises Total

JD JD JD JD
30 June 2018 { Unaudited)
Balance at the beginning of the pericd (adjusted) 247,942 3,500,050 138,909 3,886,901
Deducted from the profits - 10,000 - 10,000
Settlements during the period 33,502 (560,980) 17,478 -
Balance at the end of the period 281,444 3,459,070 156,387 3,896,901
Provision for ECL of non- performing sales
receivables-third stage on a single client basis 267,272 3,416,584 153,552 3,837,408
Provision for ECL of sales receivables under watch
list second stage on a single client basis 1,820 19,859 2,822 24,501
F"rowsmn for EClT of performmg_sales receivables 12,352 22,627 13 34992
first stage on a single client basis
Balance at the end of the period 281 ,444 3,459,070 156,387 3,896,901
31 December 2017 (Audited)
Balance at the beginning of the year 139,886 3,506,664 89,858 3,736,408
Deducted from the profits - 91,000 - 91,000
Settlements during the period 93,816 (142,854) 49,038 -
Balance at the end of the year 233,702 3,454,810 138,896 3,827,408
Provision for impairment of non- performing sales
receivables on a single client basis 231,656 3,448,773 138,875 3,819,304
Provision for impairment of under watch-list sales
receivables on a single client basis 2,046 6,037 21 8,104
Balance at the end of the year 233,702 3,454,810 138,896 3,827,408

- The total provisions prepared for debts calculated on the single client basis have been
disclosed.

- The amount of the provisions no longer required due to settlements or re-payment of debts and
transferred against receivables and other finances amounted to JD 723,802 as at 30 June 2018 (JD
1,922,659 as at 31 December 2017).

-1 -
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

Revenue in Suspense

The following is the movement on the revenue in suspense:

Self - financed

Corporate
30 June 2018 31 December 2017
(Unaudited) (Audited)
JD JD
Balance at the beginning of the period/ year 16,364 15,105
Add: Revenue in suspense during the period/ year 354 1,288
Less: Revenue in suspense transferred to income - (29)
Balance at the end of the period/ year 16,718 16,364
Joint
Corporates
Real Small &
Estate Large Medium
Individuals Finances Corporates Enterprises Total
JD JD JD JD JD

30 June 2018 (Unaudited)

Balance at the beginning of the period 144,429 47,781 336,001 382,856 911,067
Add: Revenue suspense during the period 53,525 6,241 128,717 33,339 221,822
Less: l?fé/;l:}tée in suspense transferred to (28,593) (5.074) ) (28.204) (61,871)
Settlement during the period (6,107) - 14,102 (7,995) -

Balance at the end of the period 163,254 48,948 478,820 379,996 1,071,018
31 December 2017 (Audited)

Balance at the beginning of the year 120,520 45,436 319,093 395,110 880,159
Add: Revenue suspense during the year 81,733 10,352 61,804 218,427 372,316
Less: Revenue in suspense reversed to income (57,824) (8,007) (44,896) (230,681) (341,408)
Balance at the end of the year 144,429 47,781 336,001 382,856 911,067

S13 -
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(9

Non-performing deferred sales receivables and other receivables, financings, ljara muntahia
bittamleek and Al - Qard Al - Hasan amounted to JD 24,155,336 representing 1.6% of the balance of
deferred sales receivables and other receivables, financings, ljara muntahia bittamleek and Al - Qard
Al - Hasan as of 30 June 2018 (JD 21,640,418 as of 31 December 2017 - representing 1.6% of the
balance granted at the end of the previous year).

Non-performing deferred sales receivables and other receivables, financings, ljara muntahia
bittamleek and Al — Qard Al - Hasan after deducting revenues in suspense amounted to JD
23,067,344 as of 30 June 2018 - representing 1.5% of the balance of deferred sales receivables and
other receivables, financings, ljara muntahia bittamleek and Al - Qard Al - Hasan after deducting
revenues in suspense (JD 20,712,987 as of 31 December 2017 - representing 1.5% of the balance
granted at the end of the previous year).

Deferred sales receivables and other receivables, ljara almantahia bittamleek, which structured
amounted to JD 2,676 thousand JD during the period ended 30 June 2018.

Deferred sales receivables and other receivables and other receivables, ljara almantahia bittamleek
which scheduled amounted to JD 154 thousand during the period ended 30 June 2018.

Financial assets at fair value through shareholder's equity / self

The details of this item are as follows:

Self
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Financial assets quoted in the Market
Investment portfolios managed by third parties * 5,390,244 5,498,759
Total financial assets at fair value through shareholders' 5 390, 244 5 498,759

equity

*

This item represents the investments portfolios managed by Al - Arabi Investment Group Company
and include foreign Islamic sukuk and international murabaha.

There was no transfer to retained earnings under shareholders’ equity related to financial assets
through shareholders’ equity.

(10)  Financial Assets at Fair Value through joint investment accounts holders Equity
The details of this item are as foliows:
Joint
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Financial assets not quoted in the market
Companies Shares * 264,488 198,366
Total financial assets at fair value through 264 488 198 366

shareholders’ equity

*

This item represents Islamic International Arab Bank shares of the establishment of the Jordan
Payment and Clearing Co.
The financial assets appearing at cost, because their fair value cannot be estimated.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(11) Financial assets at amortized cost - Net

The details of this item are as follows:

Joint
30 June 2018 31 December 2017
JD JD
(Unaudited) (Audited)

fslamic sukuk quoted in the market 24,340,653 28,010,256
Islamic sukuk not quoted in the market 9,053,700 10,085,800

Expected credit loss provision (205,190) -
33,189,163 38,096,056

- The above assets have fixed and determinable payments and mature within the period from
2018 until the end of the year 2025.

Disclosure of movement on investment at the end of period:

ltem Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
Balance at the beginning of period (adjusted) 24,378,086 13,717,970 - 38,096,056
IF\)/learch)l;ed investments / Amortization during (1,079,021) (3,622,682) ] (4,701,703)
Transferred to stage 1 3,657,205 (3,657,205) - -
Transferred to stage 2 - - - -
Transferred to stage 3 - - - -
Total balance at the end of period 26,956,270 6,438,083 - 33,394,353
Disclosure of movement on expected credit loss in aggregation form:
ltem Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
Tota! balance at the beginning of period 3,550 229 330 232,880
(adjusted) -
_Pay back form impairment loss on matured (1,000) (26,690) (27.690)
investments -
Transferred to stage 1 7,000 (7,000) - -
Transferred to stage 2 - - - -
Transferred to stage 3 - - - -
Total balance at the end of period 9,550 195,640 - 205,190
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(12) Investment in real estate

The details of this item are as follows:

Joint
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Investment in real estate 27,710,926 27,924,456
Accumulated Depreciation (2,309,618) (1,899,506)
Provision for impairment (4,416,092) (4,516,175)
20,985,216 21,508,775

- Building within the real estate portfolio above are depreciated under the straight - line method at a rate of 10%.

The movement on the investment in real estate portfolio during the period was as follows:

Balance at the Additions/Tra disposal Balance at
Beginning of  nsfers during during the  the End of the
the Period the Period Period Period
JD JD JD JD

30 June 2018 (unaudited)

Investments in real estate 27,924,456 60,058 (273,588) 27,710,926
Accumulated depreciation (1,899,506) (411,584) 1,472 (2,309,618)
Total 26,024,950 (351,526) (272,116) 25,401,308
Real estate impairment provision (4,516,175) 15,825 84,258  (4,416,092)
Net 21,508,775 (335,701) (187,858) 20,985,216
31 December 2017 (audited)

Investments in real estate 26,303,595 2,832,128 (1,211,267) 27,924,456
Accumulated depreciation (1,148,611) (802,693) 51,798 (1,899,506)
Total 25,154,984 2,029,435 (1,159,469) 26,024,950
Real estate impairment provision (4,131,018) (421,504) 36,347 (4,516,175)
Net 21,023,966 1,607,931 (1,123,122) 21,508,775

—  The fair value of investments in real estate portfolio amounted to JD 23,925,842 as of 30 June 2018
(JD 24,118,346 as of 31 December 2017).

- 18 -



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(13) Other Assets

The details of this item are as follows:

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
Clearing cheques 3,189,086 25,937
Prepaid expenses 2,887,719 1,505,817
Accrued revenue 483,625 464 444
Assets seized by the Bank against due debts —~ Net ** 2,121,827 2,042,354
Payment on investment in corporation account * 114,592 107,383
Others 052,935 555,372
Total 9,749,784 4,701,307

* |slamic International Arab bank share in the establishment of the Islamic Banking Company of Jordan
for investment activities and the group of Islamic banks to contribute to companies

The summary of the movement on the assets seized by the Bank against due debt was as follows:

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Balance at the beginning of the year 2,047,225 1,921,224
Additions 269,344 126,001
Disposals (189,871) -
Impairment losses in real estate (4,871) (4,871)
Balance at the end of the period / year * 2,121,827 2,042 354

**  This balance represents the balance of assets seized by the Bank against distressed settlement of
bad debts. The Bank is prohibited from disposing of these assets for one year from the date of
registration of the real estate in the Banks name.

—  The instructions of the Central Bank of Jordan require the disposal of properties that have been
transferred to the Bank within a maximum period of two years from the date of the assignment. In
exceptional cases, the Central Bank of Jordan may extend this period for a maximum of two consecutive
years.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(14) Customers’ Current Accounts

The details of this item are as follows:

Smali and Government
Medium and Public
Individuals Corporate enterprises Sector Total
JD JD JD JD JD
30 June 2018 (Unaudited)
Current accounts 535,241,736 35,767,484 98,753,807 5,830,426 675,593,453
Total 535,241,736 35,767,484 98,753,807 5,830,426 675,593,453
Small and Government
Large Medium and Public
Individuals corporate Companies Sector Total
JD JD JD JD JD
31 December 2017 (Audited)
Current accounts 548,572,457 43,501,500 109,301,605 4,698,137 706,073,699
Total 548 572,457 43,501,500 109,301,605 4,698,137 706,073,699

- Deposits of the Government of Jordan and public sector in the Kingdom amounted to JD 5,830,426
as at 30 June 2018- representing 0,86% of the total customers’ current accounts (JD 4,698,137 as

at 31 December 2017 equivalent to 0,66%).

- Restricted deposits amounted to JD 4,617,055 as at 30 June 2018 - representing 0,68% of the total
customers’ current accounts (JD 4,828,492 as at 31 December2017 — equivalent to 0,68%).

- Dormant accounts amounted to JD 7,837,737 as at 30 June 2018 (JD 9,336,289 as at 31 December

2017).

(15) Provision for income tax

a. Provision for Income Tax

The movement on the income tax provision are as follows:

Balance at the beginning of the period / year
Income tax paid during the period / year
Income tax paid for the pervious years

Accrued income tax expense for the period / year

Balance at the end of the period / year

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
12,003,114 10,204,258
(11,876,238) (12,892,799)
- (97,270)
7,688,702 14,788,925
7,815,578 12,003,114
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

b. The income tax balance presented in the statement of income consists of the following:

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Accrued income tax of profit for period 7,688,702 7,037,437
Deferred tax assets for the period (86,328) (118,979)
Amortization of deferred tax assets 36,923 57,854

7,639,297 6,976,312

- A final settlement was reached with the Income and Sales Tax Department until the end of the year
2015. Moreover. the tax return for the years 2016 and 2017 were submitted and the declared taxes
were paid but not yet reviewed by the Income and Sales Tax Department.

- The accrued income tax for the period ended 30 June 2018 was calculated in accordance with the
income Tax Law in force.

- In the opinion of the management and the tax advisor, the provisions taken are sufficient to meet the
tax liabilities as of 30 June 2018.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

The movement on the deferred tax assets and liabilities — Self are as follows:

30 June 2018

31 December 2017

(unaudited) (audited)
Assets Liabilities Assets Liabilities
JD JD JD JD
Balance at the beginning of the period/ year 2,410,268 227,174 2,348,792 234,557
Additions during the period/ year 331,604 - 173,862 -
Amortized during the period/ year (36,924) (37,980) (112,386) (7,383)
Balance at the end of the period/ year 2,704,948 189,194 2,410,268 227,174
d. Summary of the Reconciliation between Accounting Income with Taxable Income:
30 June 31 December
2018 2017
JD JD
(unaudited) (audited)
Accounting Income 23,347,023 43,525,153
Add: Unacceptable tax expenses 6,397,472 11,859,821
Tax-exempt Income (61,871) (341,408)
Other adjustments (1,404,133) (1,311,018)
Taxable Income 28,278,491 53,732,548
Effective income tax rate %35 /.35
Income Tax Provision - Net 9,897,472 18,806,392
Attributable to:
Declared provision — Bank 7,688,702 14,788,925
Declared provision — Investment Risks Fund 1,781,167 3,233,085
Declared provision — Mutual insurance fund * 427,603 784,382
9,897,472 18,806,392

*  The mutual insurance fund has been established to cover defaults on repayments due to death or total
disability of the customers of sales receivables and financing as per the Fund’s Articles of Association

approved by the Central Bank of Jordan.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(16) Other Liabilities

The details of this item are as follows:

*

Certified cheques

Promissory notes. bills of collection and inward transfers
Accrued and unpaid expenses

Customers’ share of revenues from joint investments (saving
and time deposits)

Customers’ share of revenues from (cash margin)
Commissions received in advance

Temporary deposit’s and others *

Expected credit loss provision (off balance sheet items) self
(note 33)

Expected credit loss provision (off balance sheet items) joint
(note 33)

Tax of mutual insurance fund

Board of Directors’ remunerations

Includes intermediate accounts amounted to JD 3,720,830 as of 30 June 2018 (JD 4,992,379 as of
31 December 2017) representing accepted Letters of Credit and deferred bills from customers and

30 June 31 December
2018 2017
JD JD
(unaudited) (audited)
11,216,426 9,006,880
6,650,537 5,730,484
346,607 209,552
6,459,874 6,023,821
152,968 175,458
359,997 406,552
9,463,957 7,171,544
641,294 -
314,943
427,602 628,812
12,500 25,000
36,046,705 29,378,103

transferred to deferred sales receivables. This amount will be paid at the maturity date.

_25.



|©N|

(£10Z Jeqwieoe( L¢ e se 1Z9'19G'Z ar) 8102 dunr O¢ 4o se 0L '9/8'Z A O} PAJUNOWE Sjunodde juewloq -

(%/°€ 0} Jusjeainba -7 |0z Joqwaoa( L€ Je Se 98001 8'6E Ar) SIUN0D2E JuswisaAul Julof [ejo} 8y} JO %Gt Buijussaidsi
-810Z 8unr O¢ e se /£$'2/Z°0S ar 01 pajunowe wopbury ayi episul 101098 21|dNd PUB UBPIOf JO JUSWUIBACS) BUj} JO SJUnoooe juswisaaul julof syl -
(2102 Jeqweoe( L¢ ¥e Se ge'06¢'L Ar) 8102 dunp ¢ e se g/z'y/2 L ar O} pajuncule sjunodoe pajollisal sy -

‘sysodap Wi} Jo souejeq }Semo| 84} JO %G8

"sjunoooe Buiaes jo aouejeq Ajyiuow sy} Wolj 9%0¢
:Buimoy|oy sy} uo paseq sijo.d ui sjedioied SJUNOOOE JUsWISaAUl Julof 8y -

"UBpIOP JO Yueg jesua) 8y} Ag panocidde UoeIDOSSY JO s8Iy S,pun4 ayj Jod se Buioueul} pue sajgeAlsdal

sajes JO slowoisno 8y} o Aljigesip |ejo} Jo yjeap o} anp sjuswiedal uo synejep JaA0o 0} ‘g0z Jeak sy} Buunp ‘paysijqelss sem Uoiym pun soueinsu|
[eninjl ay3 jo soueleq sy "(xey Jaye jau) (£10z Jequeoe( L¢ Jo Se 0/4'129'0L Ar) 810C unp O¢ 40 Se 2€9'/¥8'L L Ar 0 junowe apnjoul syisodap awl] .

615'6/6'190°'L 9£0°'01L8'6¢ 608'810'09 60£'095'8. GZY'06L'c88 SJUNO92®. JUBLWSaAU] JuIof 8301
162'89/'81 18t'6¥. $16°0LL°L 198'vYy'e 620'€oV v suinjal Juawisaaul sy} Jo aseys sioysode(
782'118'Z¥0’L 675'090°6€ 568'/¥8'8S ry'sLLoL 96€'282'898 ;oL
0£5'961'86. €0v'€10'6E 819'v28'GS §22'219'S. ¥82'989'/29 s)sodep awt)
5L vL9'vre ovL'iv 11T'€20' FARA %24 ZLLL0LLYe sjunoove Buineg

(penpne) 210z Joqusdsg Le

92S'vL1 101} LE¥'TLT0S Z91'162'65 ¥¥6'095°G8 £86'685°L16 SJuN022E JuaunsaAul julof jejo)
¥90°006'6 9/G'/¢2 v¥6'G9/ 8Z1'¢58 oLy'ey0’8 suinyes JuswisaAUl 8yj Jo a1eys siojisode(
V' viT 160 198'P£0°0G 812'686'8G 918'20.'v8 19G'9¥G'€06 2o
659254558 862'€£0'0S £5¢'165'95 ¥01'286'¢8 ¥¥¥'0¥8'¥99 « SHsodep awir|
€08°128°L¥T €01 G98'S6E'T z120es £Z1'904'8¢2 sjunoodoe Buineg

(paupneun) g0z sunf Og

ar ar ar ar ar
{eiol 103083 ognd sasudiajua saletodio) S|enpiAlpu|
pue JusuUuIaA09) Wnipapy pue [jews

"SMOJ|0} SE 2Je Wa}Yl SIY} JO Sjie1ep ay |

SJUNO0JJY JusUSoAU| pajaIsalun . (L1)

(a3LianvNn) gLoz aNn
SINIWILVLIS TVIONYNI4 WINILIN] 3HL 04 83
ANVJINOD ONIQTOHIUVHS 21T79Nd -MNVE avHy TYNOILLYNYILN] OIN



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

{(18) Investment Risk Fund

a. The movement on the investment Risk Fund is as follows:

Balance at the beginning of the period/year
Add: Transferred from joint investment revenue for the
period / year — Statement

Transferred of Investment risk fund / real estate namaia
Balances settlement

Difference in transaction of foreign currencies

Less amortized losses during the period

Income tax

Balance at the end of the period/ year

The Fund’s income tax item represents the following:

Accrued income tax on the transferred amounts from
investment profits

Deferred tax assets
Amortization of deferred tax assets

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
42 313,499 36,061,933
4,929,099 9,206,478
- 261,239
- 1,392
(1,422) 4,725
(64,754) -
(1,725,185) (3,222,268)
45,451 237 42 313,499
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
1,781,167 3,233,085
(77,638) (130,310)
21,656 119,493
1,725,185 3,222,268

b. The Balance of the Investment Risk Fund is distributed as follows:

Against expected credit losses deferred sales receivables
(note 6)

Provision for expected credit losses for ljara Muntahia
Bittamleek assets (note 8)

Provision for expected credit losses for financial assets at
amortized cost (note 11)

Impairment against investment in real estate (note 12)
Impairment against assets seized by the bank against due
debts (note 13)

Provision for expected credit losses of balance sheet items
(note 16)

Balance (unallocated part)

—  Deduction of 10% of the gross revenue of the joint investment accounts continues to be made until the

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
15,348,735 10,808,780
111,375 -
205,190 -
4,416,092 4 518,175
4 871 4,871
314,943 -
25,050,031 26,983,673

Investment Risk Fund balance reaches 200% of the Bank's authorized and paid-up capital.

— The remaining balance represents the undistributed portion over the joint investments accounts.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

The movement on the tax of the Investment Risk Fund is as follows:

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
Balance at the beginning of the period/year 2,594,950 2,279,185
Less: Income tax paid (2,594,950) (2,915,928)
Add: Accrued income tax for the period/year 1,781,167 3,233,085
Settlement balances - (1,392)
Balance at the end of the period/ year 1,781,167 2,594,950

- Afinal settlement was reached with the Income and Sales Tax Department until the end of the year
2015. Moreover, the tax return for the year 2016 and 2017 was submitted and the declared taxes were
paid but not yet reviewed by the Income and Sales Tax Department until the date of these financial

statements.

(19) General banking risk reserve

The details of this item are as follows:

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
The Balance at the beginning period / year 882,000 882,000
The effect of implementing IFRS no.(9) and CBJ
regulations no. 13/2018 (note 21) (882,000) -
Balance at the end of the period/ year - 882,000
{20) Fair value reserve — Net
The details of this item are as follows:
Self
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
Financial assets at fair value through shareholders’
equity 351,359 421,895
351,359 421,895

Balance at the end of the period / year

9%



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

The movement on the fair value reserve was as follows:

Self
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)
Balance at the beginning of the Period / year 421,895 435,605
Unrealized (losses) (108,515) (21,093)
Released from the deferred tax liabilities 37,979 7,383
Balance at the End of the Period / Year 351,359 421,895

- The fair value reserve is stated at net (after deducting deferred tax liabilities-self) of JD

351,359 as of 30 June 2018 (JD 421,895 as of 31 December 2017).

(21) Retained earnings

The effect of implementing of Islamic accounting earning item as follows:

30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

the beginning of the period / year 43,281,000 28,835,811
Transferred from general banking risk reserve * 882,000 -
The effect of implementing IFRS 9 (455,512) -
Adjusted retained earning balance as of 1 January 2018 43,707,488 28,835,811
The profit period / year - 28,797,704
(Transferred) to the statutory reserve - (4,352,515)
Distributed profits ** (12,000,000) (10,000,000)
The balance at the end of period/ year 31,707,488 43,281,000

*  The Central Bank of Jordan issued a new regulations No. 13/2018 dated 6 June 2018, in which
it requested the transfer of the general banking risk reserve balance (calculated in accordance
with the Central Bank of Jordan’s regulations) to the retained earnings to offset the effect of IFRS
9 on the opening balance of the retained earnings account as of 1 January 2018. The regulations
also instructs that the balance of the general banking risk reserve should be restricted and may
not be distributed as dividends to the shareholders or used for any other purposes without prior

approval from the Central Bank of Jordan.

** On 28 March 2018, the Shareholders’ General Assembly approved the distribution of cash
dividends to the sole shareholder (Arab Bank) at an amount of JD 12,000,000, representing 12%

of authorized and paid-up capital from the distributable retained earnings.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(22)  Deferred Sales Revenues

The details of this item are as follows:

Joint Self Total
For the six-months period For the six-months period For the six-months period ended
ended 30 June ended 30 June 30 June
2018 2017 2018 2017 2018 2017
JD JD JD JD JD JD

(Unaudited) (Unaudited) (Unaudited)  (Unaudited) (Unaudited) (Unaudited)
Individuals (retail):

Murabaha to purchase order 9,035,254 8,173,106 - - 9,035,254 8,173,106
Real estate financings 4,981,205 4,198,722 - - 4 981,205 4,198,722
Large Companies:

International Murabaha 1,315,334 594,061 - - 1,315,334 594,061
Murabaha to purchase order 6,657,267 5,868,326 137 510 6,657,404 5,868,836

Small and medium size
enterprises:

Murabaha to purchase order 1,961,668 3,017,446 - - 1,961,668 3,017,446
Deferred sales - 8,736 - - - 8,736
Total 23,950,728 21,860,397 137 510 23,950,865 21,860,907

(23) Revenue from Financing Investments

The details of this item are as follows:

Joint
For the six-months period ended 30
June
2018 2017
JD JD
(Unaudited) (Unaudited)
Large companies:
Mudaraba - 6,894
(24)  Real estate net (expenses)
The details of this item are as follows:
Joint
For the six-months period ended 30
June
2018 2017
JD JD
(Unaudited) (Unaudited)
Real estate rents 114,839 80,943
Losses from real estate sales (321) -
Depreciation of buildings (411,584) (376,523)
Other expenses (84,384) (53,910)
(381,450) (349,490)
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(25) Unrestricted investment accounts hoiders share

The details of this item are as follows:
For the six-months period ended 30

June
2018 2017
JD JD
(Unaudited) (Unaudited)

Customers:

Revenue of investments saving 841,096 835,410
Revenue of investments time deposits accounts 9,495,020 8,381,713
Revenue of investments cash margin accounts 201,313 235,716
Total 10,537,429 9,452,839

(26) Bank’s share in income from joint investment as Mudarib and Fund Owner (Rab Al-Mal)

The details of this item are as follows:
For the six-months period ended

30 June
2018 2017
JD JD
(Unaudited) (Unaudited)
Bank’s share as Mudarib 12,884,741 11,275,652
Bank’s share as Fund Owner (Rab Al-Mal) 20,939,716 19,759,959
Total 33,824,457 31,035,611

(27) Bank’s Revenues from its own Investments

The details of this item are as follows:
For the six-months period ended

30 June
2018 2017
JD JD
(Unaudited) (Unaudited)
Deferred sales revenues (Note 22) 137 510
Revenue from ljara muntahia bittamleek assets 14,642 13,495
Shares dividends 31,896 14,470

Total 46,675 28,475

- 31 -



ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(28) Capital Management

The Bank’s Management takes into consideration the requirements of the Central Bank. These
requirements necessitate making available sufficient self-funds to cover a specific rate of the risk-
weighted assets consistent with the nature of the granted financing and direct investment for this
purpose. Moreover, capital consists of what the Central Bank has determined as regulatory capital
(being the primary capital and the supplementary capital).

The capital’s Management aims at investing the funds in financial instruments with various risks (high
risk and low risk) in order to realize a good return as well as to realize the capital adequacy ratio of
12% required by the Central Bank.

Capital adequacy ratio is calculated according to the Central Bank of Jordan regulations based on
the Islamic Financial Services Board Regulations. The capital adequacy ratio compared with previous
period:

30 June 2018

JD'000
(Unaudited)

Common Equity Tier 1 — net (CETI) 167,256
Authorized and paid up capital 100,000
Statutory reserve 25,736
Voluntary reserve 4,262
The profit for the period (after tax) 15,708
Retained earnings 31,708
Fair value reserve 351
Less:

Intangible assets (405)
Profit proposed for distribution (7,000)
Retained earnings restricted to use (426)
Deferred tax assets — self and bank share - joint (2,678)
Tier 2 13,969
Expected credit losses provisions against of direct and indirect

facilities, self and the bank's share from joint 1,444
The banks share from a surplus of investment risk fund - joint 12,525
Total regulatory capital 181,225
Total risk-weighted assets 968,339
Capital adequacy ratio (%) 718.71
Primary capital ratio (%) /17.30

— The Central Bank of Jordan issued regulatory capital instructions in accordance with the amended
Standard No. (15) issued by the Islamic Financial Services Board (IFSB) on February 4, 2018. The
capital adequacy ratio has been calculated accordingly.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

Primary capital items
Authorized and paid up capital
Statutory reserve

Voluntary reserve

The profit for the period (after tax)
Retained earnings

Less:

Intangible assets

Additional capital

Fair value reserve

General banking risk reserve

The bank's share from general banking risk reserve - Joint
The banks share from a surplus of investment risk fund - joint
Total regulatory capital

Total risk-weighted assets

Capital adequacy ratio (%)

Primary capital ratio (%)

(29) Cash and Cash Equivalent

The details of this item are as follows:

Cash and balances with the Central Bank maturing within six months
Add: Balances at banks and financial institutions maturing within six

months

Less: Banks and financial institutions’ accounts maturing within six

months

2133 -

31 December 2017

JD’000
(Audited)

158,395
100,000
25,736
4,262

28,871

(474)

190
882
5,725
7,767

172,959

1,047,973

716.5

715.11

For the six months period
ended 30 June

2018 2017
JD JD
(Unaudited) (Unaudited)
507,825,245 549,080,916
18,147,197 22,598,366
(6,274,023) (661,811)
519,698,419 571,017,471
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(31) Information about the Bank’s business sectors

Information about the Bank’s Activities

The Bank is organized for administrative purposes. Whereby the sectors are measured in accordance
with the reports used by the Bank's Executive Manager and decision-maker through the following three
major sectors as follows:

Individual (Retail) Banking

This includes following up on the joint investment accounts, deferred sales receivables, financings,
credit cards and other banking services.

Companies Banking

This includes following up on the joint investment accounts, deferred sales receivables,
financings, credit cards and other banking services.

Treasury

This sector includes providing trading and treasury services and Bank’s funds management.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

(32) Earnings per share

The details of this item are as follows:
For the six-months period ended 30

June
2018 2017
JD JD
(Unaudited) (Unaudited)
income for the period 15,707,726 13,512,162
Weighted-average number of shares 100,000,000 100,000,000
Earnings per share for the period - basic diluted 0.157 0.135

(33) Commitments and contingent liabilities (off —~ balance sheet)

Credit Commitments and Obligations
30 June 31 December
2018 2017
JD JD
(Unaudited) (Audited)

Letters of credit 24,251,249 25,781,677
Acceptances 4,446,283 5,882,171
Letters of guarantee:
Payment 25,261,925 25,322,405
Performance 14,767,108 17,324,851
Others 9,756,350 13,864,772
Unutilized limits — self 48,240,800 52,904,723
Unutilized limits - joint 129,116,981 185,101,101
Total 255,840,696 306,181,700

The movement on indirect facilities and unutilized limits at the end of the period / self as follows:

ltem Stage 1 Stage 2 Stage 3 Total

JD JD JD JD
Total balance at the beginning of period 141,040,206 - 40,393 141,080,599
New exposures during the period 48,309,069 - - 48,309,069
(62,665,953)

Settled balances (62,665,953) - -
Transferred to stage 1 -

Transferred to stage 2 - - -
Transferred to stage 3 - - -

Total balance at the end of period 126,683,322 - 40,393

126,723,715
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS

30 JUNE 2018 (UNAUDITED)

The movement on expected credit loss for indirect facilities and unutilized limits at the end of period / self

as follows:
Item Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
the beginning of period (adjusted) 641,294 - - 641,294
Impairment loss on new exposures
during the period - - - -
Impairment loss on matured exposures
during the period - - - -
Transferred to stage 1 - - - -
Transferred to stage 2 - - - -
Transferred to stage 3 - - - -
Changes resulted about transfers - - - -
Total balance at the end of period 641,294 - - 641,294
The movement on unutilized limits at the end of period — Joint as follows:
item Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
Total balance at the beginning of period
(adjusted) 158,307,076 5,643,598 1,150,427 165,101,101
New exposures during the period 59,546,974 - - 59,546,974
Settled balances matured exposures (90,995,710) (4,535,384) - (95,531,094)
Transferred to stage 1 702,738 (702,738) - -
Transferred to stage 2 (264,941) 264,941 - -
Transferred to stage 3 (2,195,191) - 2,195,191 -
Total balance at the end of 125,100,946 670,417 3,345,618 129,116,981

The movement on expected credit loss of unutilized limits at the end of period — Joint as follows:

item

Stage 1 Stage 2 Stage 3 Total

The beginning of period (adjusted)
Impairment loss on new exposures
during the period

Impairment loss on matured exposures
Transferred to stage 1

Transferred to stage 2

Transferred to stage 3

The Effect on provision - as at end of
period (adjusted) as a result of change in
classification of three stages through the
period (adjusted)

Changes resulted about modifications

Total balance at the end of period

JD JD JD JD
382,307 - - 382,307

(68,092) 728 - (67,364)

314,215 728 - 314,943

Expected credit losses provision appeared for off balance sheet items self and Joint in other liabilities (note
16) according to IFRS 9 and Central Bank of Jordan regulations.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY

NOTES TO THE INTERIM FINANCIAL STATEMENTS

30 JUNE 2018 (UNAUDITED)

b) Distribution of exposures by classification stages according to IFRS 9 (Net) as of 30 June 2018:

ltem Stage 1 Stage 2 Stage 3 Total
JD JD JD JD
Financial 29,052,855 - - 29,052,855
Industry 138,986,654 896,393 195,450 140,078,497
Trade 476,562,302 17,842,492 4,008,080 498,412,874
Real estates 159,687,931 5,890,299 252,447 165,830,677
Agriculture 22,990,284 293,755 - 23,284,039
Stocks - - - -
Individuals 756,914,351 11,294,457 909,972 769,118,780
Government and public sector 495,590,773 6,243,463 - 501,834,236
Other 108,108,835 2,265,065 3,345,717 113,719,617
Total 2,187,893,985 44,725,924 8,711,666 2,241,331,575
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

b. Distribution of exposures by classification stages in accordance with IFRS 9 as at 30 June 2018:

item Stage 1 Stage 2 Stage 3 Total
JD JD JD JD

Inside the Kingdom 2,008,253,523 38,482,461 8,711,666  2,055,447,650
Other Middle Eastern
countries 135,478,792 6,243,463 - 141,722,255
Europe 28,521,851 - - 28,521,851
Asia 15,110,723 - - 15,110,723
Africa - - - -
USA - - - -
Other countries 529,096 - - 529,096
Total 2,187,893,985 44 725 924 8,711,666 2,241,331,575

(35) Lawsuits against the Bank

There are lawsuits raised against the Bank amounting to JD 656,139 with an impairment provision JD
41,567 as of 30 June 2018 (lawsuits amounting to JD 1,210,168 with an impairment provision JD 43,567
as of 31 December 2017). Based on the opinion of the legal consultant. No additional amounts will be
claimed from the Bank in respect of those lawsuits.

(36) Statutory Reserves

The Bank didn’t take any legal reserve as per the instruction of the Company’s law since these financial
statements are condensed interim. a provision will be taken at the end of the year.

(37) Fair value hierarchy

The standard requires the identification and disclosure of a level in the fair value hierarchy in which fair
value measurements are categorized in full and the fair value measurements are classified according to
the levels specified in IFRS. The difference between level (2) and level (3) for fair value measurements
means assessing whether information or inputs are observable and the importance of information that is
not observable, which requires careful judgment and analysis of the inputs used to measure fair value
including consideration of all factors affecting asset or liabilities.
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ISLAMIC INTERNATIONAL ARAB BANK- PUBLIC SHAREHOLDING COMPANY
NOTES TO THE INTERIM FINANCIAL STATEMENTS
30 JUNE 2018 (UNAUDITED)

a. Fair value of the Bank's financial assets and financial liabilities specified in fair value on arecurring
basis:

Some of the financial assets and financial liabilities of the Bank are valued at fair value at the end of each
financial period. The table below provides information on how to determine the fair value of these financial
assets and financial liabilities (valuation methods and inputs used).

Relationship of

Valuation Significant unobservable
Fairvalue methods and unobservable inputs and fair
Fair value as at hierarchy used Inputs Inputs value
30 June 31 December
Financial assets / financial liabilities 2018 2017
JD JD

(Unaudited) (Audited)
Financial assets at fair value:
Financial assets at fair value through
shareholders’ equity - self
Quoted rates
in the financial
Shares Quoted in the market: 5,390,244 5,498,759  Level1 markets Not applicable Not applicable
Financial assets at fair value through
Joint investment accounts holders equity
Shares Not Quoted in the market 264,488 198,366

Total 5,654,732 5,697,125

There were no transfers between Level (1) and Level (2) during the first semiannual of 2018 and
2017.

b. The Bank’s Fair Value of Financial Assets and Financial Liabilities Not Measured at Fair Value on a
Recurring Basis:

Except for what is detailed in the table below, we believe that the carrying amounts of the financial
assets and financial liabilities presented in the Bank’s financial statements approximate their fair
values.

30 June 2018 31 December 2017
Book value Fair value Book value Fair value Level
JD JD JD JD
(Unaudited) (Unaudited) (Audited) (Audited)
Financial assets not determined at
fair value
Deferred sales receivables 768,527,575 768,703,204 701,820,133 701,944,709 Level 2
Investments in real estate 20,985,216 23,925,842 21,508,775 24,118,346 Level 2
Financial assets at amortized cost 33,394,353 33,702,349 38,096,056 38,435,924 Level 1
Total financial assets not measured 822,007,144 826331395 761424964 764,498,979
at fair value
Financial liabilities not determined at
fair value
Customers’ deposits 1,782,767,979 1,789,227,853 1,767,653,278 1,773,677,099 Level 2
Cash margins 29,452,645 29,605,613 35,652,339 35,827,797 Level 2
Total financial liabilities not 1812220624 1,818,833.466 1,803,305617 1,809,504,896

measured at fair value

Regarding the items described above the fair value of the financial assets and liabilities has been
determined for Levels (2) and (3) in accordance with the generally accepted pricing models which reflect
the credit risk with the parties dealt with.

(38) Comparative figures

Some comparative figures for the year 2017 were classified to match classification figures ended in June
2018.
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