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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 condensed consolidated statement of financial position
of Capital Bank of Jordan and its subsidiaries (together the “Group”) as at 30 September 2018 and
the related interim condensed consolidated statements of income and comprehensive income for the
three and nine months then ended, and the interim condensed consolidated statements of changes
in equity and cash flows for the nine 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

materiatrespedts, in accordance with International Accounting Standard (34).
c

.....................................................................................................................................................................................
i

: 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, untw.pe.com



Capital Bank of Jordan

Interim Condensed Consolidated Statement of Financial Position

As at 30 September 2018 (Reviewed not audited)

Assets

Cash and balances at central banks

Balances at banks and financial institutions

Financial assets at fair value through statement of income
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
Customers' deposits

Margin accounts

Loans and borrowings

Subordinated loan

Sundry provisions

Expected credit losses provision against 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

Current period profit
Total equity attributable to the Bank’s shareholders

Non-controlling interest
Total Equity
Total Liabilities and Equity

The accompanying notes from 1 to 28 are an integrated part of these interim condensed consolidated financial statements.

Notes 30 September 2018 31 December 2017
D D
(Reviewed not audited) (Audited)

4 289,912,596 282,738,524
5 119,292,235 194,421,910
6 3,952,284 3,261,060
7 50,636,928 9,135,100
8 888,063,685 920,962,363
9 477,301,900 467,884,699
30,838,376 30,268,752

8,449,000 5,795,651

11,374,260 10,286,431

10 104,869,674 75,619,014
1,984,690,938 2,000,373,504

31,489,738 107,872,683

11 1,286,574,262 1,217,020,225
157,815,965 144,662,384

12 103,938,452 118,914,171
13 17,725,000 17,725,000
14 12,434,402 16,817,883
15 5,082,815 -
16 4,080,954 2,446,732
1,209,078 679,685

17 40,591,676 24,840,278
1,660,942,342 1,650,979,041

1 200,000,000 200,000,000
709,472 709,472

26 34,689,204 34,689,204
- 8,840,593
(4,847,757) (4,082,668)

895,009 416,990

25,771,730 50,994,187

11,893,542 -

269,111,200 291,567,778

54,637,396 57,826,685

323,748,596 349,394,463

1,984,690,938 2,000,373,504




Capital Bank of Jordan
Interim Condensed Consolidated Statement of Income
For the Three and Nine Months Period Ended 30 September 2018 (Reviewed not audited)

For the 3 months ended For the 9 months ended

Notes 30 September 2018 30 September 2017 30 September 2018 30 September 2017

D D D D

Interest income 24,743,444 23,783,209 76,249,838 69,112,692
Interest expense 13,601,302 11,642,073 38,898,245 32,843,191
Net interest income 11,142,142 12,141,136 37,351,593 36,269,501
Net commission income 5,755,321 8,742,188 17,252,971 23,564,367
Net interest and commission income 16,897,463 20,883,324 54,604,564 59,833,868
Gain from foreign currencies 904,077 542,769 472,159 2,944,795
Loss from salé of financial assets at fair value through (317,489) (198,777) (34,114) (116,152)
statement of income
Dividends income frorT\ financial assets at fair value through 19,572 15,143 244,695 350,070
other comprehensive income
Gain from sale ofﬂ'nar?ual assets at fa|rva|ue through 10,780 402,789 34,299 402,789
other comprehensive income -debt instruments
Other income 1,018,589 793,215 2,947,133 4,561,075
Gross profit 18,532,992 22,438,463 58,268,736 67,976,445
Employees’ expenses 5,366,737 4,802,528 15,629,182 17,345,631
Depreciation and amortization 1,342,212 1,127,791 3,682,650 3,449,377
Other expenses 3,636,090 3,974,071 12,568,864 12,200,844
Loss on sale of seized property 19 9,764 24,137 79,122
Impairement and expected credit losses on financial assets 23-3 3,334,630 2,699,993 7,155,590 10,944,783
Impairment on (recovered from) seized assets ,net 8,959 2,143,009 1,580,639 (2,610,748)
Sundry provisions ,net 14 (71,070) 3,100,970 (4,030,141) 11,034,233
Total expenses 13,617,577 17,858,126 36,610,921 52,443,242
Income before tax 4,915,415 4,580,337 21,657,815 15,533,203
Less: Income tax expense 16 1,418,831 1,579,833 5,635,913 4,466,260
Income for the period 3,496,584 3,000,504 16,021,902 11,066,943
Attributable to:
Bank’s shareholders 3,675,243 1,460,155 11,893,542 8,660,133
Non - controlling interest (178,659) 1,540,349 4,128,360 2,406,810

3,496,584 3,000,504 16,021,902 11,066,943

JD/Fils JD/Fils JD/Fils JD/Fils

Basic and diluted earnings per share 18 0.018 0.007 0.059 0.043

The accompanying notes from 1 to 28 are an integrated part of these interim condensed consolidated financial statements.



Capital Bank of Jordan

Interim Condensed Consolidated Statement of Comprehensive Income
For the Three and Nine Months Period Ended 30 September 2018 (Reviewed not audited)

Income for the period

Add: Other comprehensive income items that may be
reclassified to profit or loss in subsequent periods after
excluding the imapct of tax :

Exchange differences on translation of foreign operations

Change in the fair value of financial assets held at fair value
through other comprehensive income -debt investments

Add: Other comprehensive income items that will not be
reclassified to profit or loss in subsequent periods after
excluding the imapct of tax :

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

Total other comprehensive income for the period, net of
tax

Total comprehensive income for the period

Attributable to:

Bank’s shareholders

Non-controlling interest

For the 3 months ended

For the 9 months ended

30 September 2018 30 September 2017 30 September 2018 30 September 2017
JD JD JD JD
3,496,584 3,000,504 16,021,902 11,066,943

(569,116) (3,529,932) 1,715,192 (3,510,772)
52,367 - (676,449) -
(12,681) (111,479) 1,559,091 (584,461)
(529,430) (3,641,411) 2,597,834 (4,095,233)
2,967,154 (640,907) 18,619,736 6,971,710
3,145,813 (837,224) 11,895,985 5,908,932
(178,659) 196,317 6,723,751 1,062,778
2,967,154 (640,907) 18,619,736 6,971,710

The accompanying notes from 1 to 28 are an integrated part of these interim condensed consolidated financial statements.



Capital Bank Of Jordan
Interim Condensed Consolidated Statement of Cash Flows

For the Period Ended 30 September 2018 (Reviewed not audited)

Note

30 September 2018

30 September 2017

Operating Activities

Profit before income tax
Adjustments for Non-Cash Items
Depreciation and amortization

Impairment and expected credit losses

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

Impairment on (Recovered From) assets seized by the bank

Impairment losses on 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

Balances at central banks

Financial assets at fair value through Income statement
Direct credit facilities

Other assets

Customers’ deposits

Margin accounts

Other liabilities

Paid sundry provisions

Net cash flow from operating activities before income tax
paid

Income tax paid

Net cash flow from 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
Change in financial assets pledged as collateral
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
Repayment of secondary loan

Cash dividends

Non-controlling interest shares of cash dividends from subsidiaries
Net cash flow (used in) from financing activities
Net increase 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

The accompanying notes from 1 to 28 are an integrated part of these interim condensed consolidated financial statements.

19

Reviewed not

Reviewed not

audited audited
JD JD

21,657,815 15,533,203
3,682,650 3,449,377
7,155,590 10,944,783
285,874 324,907
1,580,639 (2,610,748)
(4,030,141) 11,003,137
3,253,128 5,514,605
(1,121,155) (2,049,921)
32,464,400 42,109,343
(12,037) (4,622)
39,882,847 25,184,215
(977,098) 485,961
17,144,230 (15,867,814)
(28,528,438) 20,214,795
64,378,728 (45,242,732)
9,806,646 1,937,845
13,065,294 (3,524,403)
(388,013) -
146,836,559 25,292,588
(1,833,111) (9,847,600)
145,003,448 15,444,988
(14,117,861) (1,868,885)
1,219,790 2,071,708
(149,400,913) (106,110,195)
111,386,966 93,614,686
- (23,856,237)
(2,455,717) (2,193,232)

- 1,150
(3,968,761) (1,088,232)
(57,336,496) (39,429,237)
39,376,877 93,702,944
(54,442,657) (27,469,216)
- (4,521,452)
(19,700,563) (9,645,871)
(938,880) -
(35,705,223) 52,066,405
51,961,729 28,082,156
(4,784,732) (4,085,991)
1,121,155 2,049,921
274,209,623 164,552,551
322,507,775 190,598,637




Capital Bank of Jordan

Interim Condensed Consolidated Statement of Changes in Equity

For the Nine Months Period Ended 30 September 2018 (Reviewed not audited)

30 September 2018

Balance at 01 January 2018

Changes on initial application of IFRS 9
Restated balance at 1 January 2018

Total comprehensive income for the period
Realized gain from selling financial assets at
fair value through other comprehensive income
Transferred from reserves

Share of non-controlling interest in dividends
from subsidiaries

Paid dividends (Note 27)

Balance at 30 September 2018

30 September 2017
Balance at 01 January 2017

Total comprehensive income for the period

Realized losses from selling financial assets at
fair value through other comprehensive income

Paid dividends (Note 27)
Balance at 30 September 2017

*

Reserves
. . Equity
Issued and Paid  Additional paid General Foreign currency Fair value Retained* Net lIncome forthe perlo'd attributable to the  Non-controlling .
R X R R Statutory L translation . attributable to the Bank's X . Total equity
in Capital in capital banking risk . reserve earnings Bank's interest
adjustments shareholders
shareholders
D D D D D D D D D D D
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
- - - - - - (14,352,563) - (14,352,563) (5,367,097) (19,719,660)
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
- - - - (765,089) 767,532 - 11,893,542 11,895,985 6,723,751 18,619,736
- - - - - (289,513) 289,513 - - - -
- - - (8,840,593) - - 8,840,593 - - - -
- - - - - - - - - (4,545,943) (4,545,943)
- - - - - - (20,000,000) - (20,000,000) - (20,000,000)
200,000,000 709,472 34,689,204 - (4,847,757) 895,009 25,771,730 11,893,542 269,111,200 54,637,396 323,748,596
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
- - - - (2,159,814) (591,387) - 8,660,133 5,908,932 1,062,778 6,971,710
- - - - - 1,466,382 (1,466,382) - - - -
- - - - - - (10,000,000) - (10,000,000) - (10,000,000)
200,000,000 709,472 32,257,341 9,811,521 (6,028,757) 308,574 28,096,249 8,660,133 273,814,533 57,264,431 331,078,964

Retained earnings include JD 11,374,260 which represents deferred tax assets as at 30 September 2018 against JD 10,286,431 as at 31 December 2017, according to the Central Bank of Jordan’s regulations these balances are restricted.

* Retained earnings include JD 1,091,072 as at 30 September 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 .

— An amount equals to the negative balance of fair value reserve is restricted within retained earning and cannot be utilized.

_ Gains from revaluation of assets at fair value through income statement amounted to zero as at 30 September 2018 against gains amounting to JD 168,096 as at 31 December 2017 are restricted from utilization within the retained earnings, according to the Jordan

Securities commission.

~ The general banking risks reserve is a restricted reserve that cannot be utilized without prior approval of the Central Bank of Jordan. Regarding the implementation of IFRS 9 the Central Bank of Jordan issued Circular No.10/1/1359 on 25 January 2018, allowing 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 is 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 unutilized balance amounted to 8,840,593 which is included in the retained earnings.

The accompanying notes from 1 to 28 are an integrated part of these interim condensed consolidated financial statements.
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Capital Bank of Jordan
Notes to the Interim Condensed Consolidated Financial Statements
As at 30 September 2018 (Reviewed not audited)

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 thirteen 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 Board of Directors in their meeting
08/2018 held on 25 October 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 (toghether the "Group")
have been prepared in accordance with international Financial Reporting Standards (IFRS) and its interpretations (IFRICs).

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 .

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 Bank's Annual report as at 31 December 2017. The group's operations for the nine
months ended 30 September 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 at 30 June 2018. The company provides Brokerage services. The company was established on 16 May 2005.

2- National Bank of Irag (NBI); of which the Bank owns 61.85% of its paid in capital of IQD 250 billion equivalent to JD 148,949,580
as at 30 September 2018. The Bank provides banking services, National Bank of Iraq 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 at 30 September 2018. 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 at
30 September 2018. The purpose of the company is to offer in financial consulting services.The company was registered and
incorporated on 23 February 2015.



The 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 condensed 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 condensed 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 statements 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.

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:

a) Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets at initial recognition:
* measured at amortised cost,

o fair value through other comprehensive income (FVOCI), and

« fair value through profit or loss / fair value through statement of income .

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 changes in equity.

b) 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. Notes 29 and 30 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 on financial assets in the current period:

- 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:

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

e 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 debt instruments held at 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 held at FVOCI are recognized directly in equity through
other comprehensive income, there is no subsequent reclassification of fair value gains and losses to profit or loss upon
derecognition. 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,
Loss allowances for ECL are presented in the statement of financial position as follows:

e 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

Notes 29 and 30 provide more detail of how the expected credit loss allowance is measured.

*Other standards, amendments and interpretations that are effective for the Group’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 Group's intrem condensed consolidated financial statements, as most
of the Goup'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 Goup’s interim condensed consolidated financial statements.



*Standards, amendments and interpretations issued but not yet effective for the Group’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 Group's operating leases. As at the reporting date, the Group 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 Goup 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 Group’s financial year beginning on 1 January 2018 that would be expected to have a
material impact on the interim condensed consolidated financial statements of the Group.

(3-2) Key accounting estimates and judgments

The preparation of interim condensed 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
Goup’s accounting policies and the key sources of estimation uncertainty were the same as those that were applied to the Group’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 and 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
assets 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 financial assets 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 financial assets from the time of initial recognition. Financial assets classified in stage 3 have objective evidence of
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:

e probability of default (PD)

* |oss given default (LGD)

e 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 Group’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 notes 29 and 30.

(4) Cash and Balances with Central Banks

- Statutory cash reserve amounted to JD 75,785,014 as at 30 September 2018 against JD 77,483,546 as at 31 December 2017.
- There are no due balances during the period exceeding three months as at 30 September 2018 and 31 December 2017.

- National Bank of Iraq balances at the Central Bank of Iraq's Irbil and Al - Sulaymaniah branches amounted to JD 21,611,613 and JD
32,454,289 respectively , as at 30 September 2018, against JD 62,089,584 and JD 31,859,165 as at 31 December 2017 respectively. Due
to the current political and economic conditions in Iraq, exploitation of these balances through banking operations is limited,
accrodingly it was classified at stage two and accordingly were excluded from the cash and cash equivelent.

- The expected credit losses on deposits at central banks amounted to JD 3,808,228 in accordance with the requirements of IFRS 9.



(5) Balances at banks and financial institutions
- Non-interest bearing balances at banks and financial institutions amounted to JD 113,518,570 as at 30 September 2018 against JD

- Restricted balances amounted to JD 1,141,416 as at 30 September 2018 against JD 1,129,379 as at 31 December 2017.

- The expected losses on deposits with banks and financial institutions amounted to JD 942 in accordance with the requirements of
IFRS 9.

(6) Financial Assets at Fair Value through statement of income

30 September 2018 31 December 2017
D D
(Reviewed not audited) (Audited)
Companies' share 3,864,593 3,175,506
Investment funds 87,691 85,554
Total 3,952,284 3,261,060
(7) Financial Assets at Fair Value through Other Comprehensive Income

30 September 2018 31 December 2017

Publicly listed assets . D . “?
(Reviewed not auditeded) (Audited)
Treasury bonds 21,956,775 -
Governmental debt securities and its guarantee's 1,285,111 -
Bonds, Corporate debt securities 2,482,487 -
Other government bonds 3,053,672 -
Quoted shares 5,779,692 4,608,894
Total 34,557,737 4,608,894
Unlisted assets
Treasury bonds - -
Governmental debt securities and its guarantee's 7,134,400 -
Bonds, Corporate debt securities 1,500,000 -
Other government bonds - -
Unquoted shares 7,471,051 4,526,206
Total 16,105,451 4,526,206
Less: Expected credit loss (26,260) -
Total Financial Assets at Fair Value through Other Comprehensive
50,636,928 9,135,100

Income
Analysis of bonds and bills:
Fixed Rate 37,412,445 -
Floating rate - -
Total 37,412,445 -

- The cash dividends amounted to JD 244,695 and it reflects the shares that the bank owns in other companies as at 30 September
2018 against JD 350,070 as at 30 September 2017.

- Realized gains resulted from sales of financial assets at fair value through other comprehensive Income amounted to JD 289,513 as
at 30 September 2018 against relaized losses worth JD 1,466,382 as at 30 September 2017.



(8) Direct Credit Facilities - Net

30 September 2018 31 December 2017

D D
(Reviewed not audited) (Audited)

Retail customers

Overdrafts 9,894,563 9,229,190

Loans and bills * 90,005,651 79,297,196

Credit cards 6,322,570 7,324,567
Realestate Mortgages 154,213,185 154,609,224
Corporate Lending

Overdrafts 84,110,425 87,089,700

Loans and bills * 412,351,657 442,393,520
Small and medium enterprises “SMEs”
facilities

Overdrafts 39,028,815 34,066,264

Loans and bills * 137,212,459 113,985,177
Government and public sector lending 58,276,929 69,298,643
Total 991,416,254 997,293,481
Less: Suspended interest 21,617,533 14,725,092
Less: provisions to impairment in direct 81735036 61.606.026
credit facilities and ECL e e
Net direct credit facilities 888,063,685 920,962,363

* Net of interest and commissions received in advance amounted to JD 1,129,572 as at 30 September 2018 against JD 982,854 as at
31 December 2017.

- Non-performing credit facilities amounted to JD 136,234,032 as at 30 September 2018 against JD 111,345,767 as at 31 December
2017 Which represents 13.74 % of total direct credit facilities as at 30 September 2018 against 11.16% as at 31 December 2017.

- Non-performing credit facilities, net of suspended interest, amounted to JD 114,616,499 as at 30 September 2018 against JD
96,620,675 as at December 2017 which represents 11.82 % as at 30 September 2018 against 9.83 % as at 31 December 2017 of
total direct credit facilities after excluding the suspended interest.

- Total credit facilities granted to and guarnteed by the government amounted to JD 45,178,657 as at 30 September 2018 against JD
57,251,864 as at 31 December 2017 which represents 4.56 % of total direct credit facilities as at 30 September 2018 against 5.74 %
as at 31 December 2017.

Provision for impairment losses:

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

Stage One Stage Two Stage Three Total

30 September 2018 - Reviewed not audited D D D D
Balance at 1 January 2018 - 3,215,447 58,390,579 61,606,026

Changes on initial application of IFRS 9 3,499,058 8,723,653 - 12,222,711
Restated balance at 1 January 2018 3,499,058 11,939,100 58,390,579 73,828,737
transfers between stages (928,008) (2,287,439) 3,215,447 -
Charge for the period (13,800) (3,572,549) 10,941,953 7,355,604
Amounts written off - - 11,293 11,293
Foreign exchange differences 12,280 176,072 351,050 539,402
Balance at the end of the period 2,569,530 6,255,184 72,910,322 81,735,036
And the provisions are distibuted as the below
Retail and real estate mortgage 168,441 1,451,319 10,913,472 12,533,232
Corporate 1,948,446 4,238,776 56,862,006 63,049,228
SMEs 452,643 565,089 5,134,843 6,152,575
Balance at the end of the period 2,569,530 6,255,184 72,910,322 81,735,036




Real estate

31 December 2017 -Audited Retail mortgages Corporate SMEs Total
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 58,390,579
\:ﬁ;‘"':;:;':a"me"t on 405,029 101,646 2,634,295 74,477 3,215,447
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
30 September 2018 - Reviewed not audited
Balance at 1 January 2018 3,813,381 1,144,249 8,570,481 1,196,981 14,725,092
Add: Suspended interest during the year 745,188 782,506 5,326,179 660,126 7,513,999
Less: interest transferred to income (82,550) (221,358) (251,504) (26,120) (581,532)
Less: amounts written off (69,030) - - (230,644) (299,674)
Foreign exchange differences 67,800 - 191,814 34 259,648
Balance at the end of the period 4,474,789 1,705,397 13,836,970 1,600,377 21,617,533
31 December 2017 -Audited Retail Real estate Corporate SMEs Total
D JD D D D

Balance at 1 January 2018 5,117,309 916,174 27,740,735 1,106,513 34,880,731
Add: Suspended interest during the year 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

Direct credit facilities portfolio is distributed as per the following geographical and industrial sectors classification:

Inside Outside 30 September 31 December
Jordan Jordan 2018 2017
D D D D
(Reviewed not (Reviewed not (Reviewed not
audited) audited) audited) (Audited)

Financial 21,493,821 - 21,493,821 33,971,058
Industrial 129,815,019 5,711,275 135,526,294 111,181,958
Commercial 164,714,939 28,375,802 193,090,741 207,898,472
Real estate and Construction 249,840,312 20,939,279 270,779,591 263,207,852
Tourism and hotels 33,617,600 7,541,331 41,158,931 46,162,096
Agriculture 8,664,644 22,998 8,687,642 11,300,942
Shares 59,401,785 - 59,401,785 54,748,236
Public services and utilities 72,324,711 2,177,487 74,502,198 71,236,694
transportation services (including air

. 11,846,558
transportation) 14,259,101 - 14,259,101
Government and public sector 58,276,929 - 58,276,929 69,298,643
Retail 84,671,389 8,299,377 92,970,766 87,338,181
Other 21,268,455 - 21,268,455 29,102,791
Total 918,348,705 73,067,549 991,416,254 997,293,481




(9) Financial Assets At Amortized Cost

This item consists of the following:

Financial assets at amortized cost with market prices 30 September 2018 31 December 2017
D

(Reviewed not audited) (Audited)
Treasury bonds -
Governmental debt securities and its guarantee
Bonds, Corporate debt securities

Other government bonds

Total - -

Financial assets at amortized cost with ho market prices

30 September 2018 31 December 2017
D D
(Reviewed not audited) (Audited)

Treasury bonds 403,673,484 371,360,178
Governmental debt securities and its guarantee 44,126,361 59,531,804
Bonds, Corporate debt securities 30,545,000 36,544,998
Other government bonds - 947,719
Total 478,344,845 468,384,699
Less: Impairment allowance and expected credit losses (1,042,945) (500,000)
Total 477,301,900 467,884,699
Analysis of bonds and bills:

Fixed Rate 464,398,900 454,981,699
Floating rate 12,903,000 12,903,000
Total 477,301,900 467,884,699

The Group has changed its business model of holding debt instruments through financial assets at amortized cost. Where
management has decided to have debt instruments held at fair value through other comprehensive income .
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 from reclassification of JD 24,839. Which was recorded directly within the retained
earnings of the current period.

(10) Other Assets
This item consists of the following:

30 September 2018 31 December 2017

D D
(Reviewed not audited) (Audited)
Accrued interest and revenue 15,149,750 16,170,077
Prepaid expenses 2,605,800 1,719,932
Collaterals seized by the bank against matured debts* - net 55,713,417 45,394,698
Purchased banks acceptances - net 13,933,814 9,336,513
Export documents and bills purchased - net 317,897 317,897
Assets / derivatives unrealized gain - 277,362
Refundable deposits 2,309,816 1,438,968
Others - net ** 14,839,180 963,567
Total 104,869,674 75,619,014

* According to the regulaions of the Central Bank of Jordan, the bank is required to dispose seized real estate in a
maximum period of two years from the acquisition date. The Central Bank may approve of an extension up to two
executive years at most. According to the Central Bank circular No. 10/1/4076, a provision should be calculated for real
estate seized for a period longer than four years .

** Included in this balance an amount of JD 11,349,030 as at 30 September 2018 representing the penelties imposed by
the Central Bank of Irag on the National Bnk of Irag for transaction performed by the National Bank of Iraq for its
customers related to auctions and transactions that were not properly supported.

National Bank of Iraq has in return claimed those amounts from the related customers as per the recommendation of the
Central Bank of Iraq.

Management has applied IFRS 9 requirements on these balances and classified it into the related stages and calculated
required ECL as shown in Note(23-2)



(11) Customer Deposits

Current and demand
Saving accounts

Time and notice deposits
Certificates of deposit
Total

30 September 2018 31 December 2017
D D
(Reviewed not audited) (Audited)

421,686,371 415,908,606

62,001,065 59,760,151

741,264,936 687,001,494

61,621,890 54,349,974

1,286,574,262 1,217,020,225

- The deposits of government and general public sector inside Jordan amounted to JD 72,947,902 representing 5.67% of the total deposits as of 30
September 2018 against JD 60,633,296 representing 4.98% as of 31 December 2017.

- Non-interest bearing deposits amounted to JD 379,250,388 representing 29.48 % of total deposits as of 30 September 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 30 September 2018 and 31 December 2017.

- Dormant deposits amounted to JD 950,063 as of 30 September 2018 against JD 1,206,645 as of 31 December 2017.

(12) Loans and Borrowings
The details are as follows :

30 September 2018 - Reviewed not audited

Amounts borrowed
from central banks

Amounts borrowed from local banks and
financial institutions

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

Number of Installments

Frequency of Interest Re-lending
Amount Total Outstanding q ¥ Collaterals Interest
Instalments rate
rate
D D D D %
Monthly and semi
annual payment
39,556,857 1,639 1,179 - 0.70% - 4.19% 3.75% - 5.50%
and payment at
maturity
50,000,000 5 5 One payment - 495%-6.75% 4.50%-12.03%
Monthly and semi
annual payment
14,381,595 79 68 - 1.77%-575% 3.75%-12.50%
and payment at
maturity
103,938,452 -
Monthly and semi
annual payment
41,180,585 1,640 1,307 pay - 1.00%-3.32%  4.00%-6.50%
and payment at
maturity
60,000,000 6 6 One payment - 4.05%-5.75% 4.50%-11.78%
Monthly and semi
annual payment
17,733,586 100 88 - 1.77%-5.50% 3.75%-11.75%
and payment at
maturity
118,914,171 -

* Borrowed money from Central Banks includes JD 39,556,857 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.
* The amounts borrowed from local institutions are all borrowed from the Jordan Mortgagee Refinance Company with a total amount of JD 50 Million.

The loans mature during 2018 - 2023.

* The amounts borrowed from foreign banks / institutions include amounts from the European Bank for Reconstruction and Development and
amounted to USD 7,142,857 and the last payment falls due during 2020.

* Loans bearing fixed - interest rates amounted to JD 98,874,166 and loans bearing floating - interest rates amounted to JD 5,064,286 as at 30
September 2018, against JD 112,837,028 and JD 6,077,143 as at 31 December 2017 respectively.



(13) Subordinated Loans

30 September 2018 - Reviewed not audited

Subordinated Loan

Total

(14) Sundry Provisions

30 September 2018 - Reviewed not audited

Provision for lawsuits raised against the
bank
Provision against Iraq risks*

Other provisions

Foreign Currency translation differences

Total
31 December 2017 (Audited)

Provision for lawsuits raised against the
bank
Provision against Iraq risks*

Other provisions

Foreign Currency translation differences

Total

Amount Frequency of instalments Collaterals Interest Rate
D D %
17.725.000 One payment maturing on 1 6.85%
e March 2020 R
17,725,000 -
Balanceat —\ iitions Utilized Balance at the
the beginning . . Transferred to
during during . end of the
of the eriod/year ear/period fncome eriod/year
period/year P 4 4 P P Y
D D D D D
3,850,406 63,551 (388,013) (3,521,944) 4,000
12,963,155 - - (571,748) 12,391,407
38,995 - - - 38,995
(34,673) - - 34,673 -
16,817,883 63,551 (388,013) (4,059,019) 12,434,402
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

The provision against the risks of Iraq operation has been maintained to deal with the risks arising from the political and economic
conditions in Iraq as well as other risks of the Bank. The provision amounted to JD 12,391,407 as at 30 September 2018 compared
to JD 12,963,155 as at 31 December 2017, noting that the provision will be reviewed periodically.

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

Balance at 1 January 2018 resulted from the aplication of IFRS 9

New balances during the period / Additions
Settled balances

Foreign currency translation differences

Total

10

30 September 2018
D
(Reviewed not audited)
3,169,902
2,189,341

(350,912)
74,484
5,082,815

31 December 2017

JD
(Audited)



(16) Income Tax

a- The movement on income tax liability is as follows:

30 September 2018 31 December 2017
JoD JoD
(Reviewed not audited) (Audited)
Balance at the beginning of the period/year 2,446,732 11,020,115
Income tax paid (1,833,111) (12,268,944)
Income tax charge for the year 3,385,403 3,716,713
Income tax on other comprehensive income _ (155,096)
Income tax charge for previous years - 131,672
Foreign exchange translation differences 81,930 2,272
Balance at the end of the period/year 4,080,954 2,446,732

b- Income tax expense presented in interim condensed consolidated income statement:

30 September 2018 31 December 2017
JOD JOD
(Reviewed not audited) (Audited)

Current income tax charge for the year 3,385,403 6,806,674
Previous years income tax charges - 131,672
Deferred tax assets for the year 2,285,570 (2,584,770)
Deferred tax liabilities for the year (33,129) 112,684
Foreign exchange translation differences (1,931) B

5,635,913 4,466,260

- 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%.

- A final 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. The Income and Sales Tax Department did not commence its review on the Bank's account for the
years ended 2016 and 2017 until the date of these interim condensed consolidated financial statement.

- 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.

- 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.

- 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 management believes that the income tax provision recorded is sufficient to meet the tax obligations as at 30
September 2018.

1"



(17) Other Liabilities

30 September 2018

This item consists of the following: D

(Reviewed not audited)

Accrued interest expense 8,781,046
Accrued expenses 463,390
Certified cheques 3,330,338
Cheques payable 976,727
Board of directors’ remuneration 49,558
Brokerage payables 7,147,867
Liabilities / derivatives unrealized gain 63,817
Guarantees -
Auction settlement differences* 9,953,977
Others 9,824,956
Total 40,591,676

31 December 2017

D
(Audited)

6,548,245
2,709,339
2,911,545
1,311,421

573,383
6,174,335

99,849

4,512,161

24,840,278

* This item represents amounts claimed by the Central Bank of Iraq from the National Bank of Iraq resulting from the
differences in currency auctions carried out by the National Bank of Iraq to its customers, and was not provided with the

necessary supporting documents.

The Bank pays these amounts in accordance with the payment schedule agreed with the Central Bank of Iraq.
The National Bank of Irag management has claimed these amounts back from its customers in accordance with the

recommendation of the Central Bank of Irag as shown in Note 10.

(18) Earnings Per Share

Basic and diluted earnings per share

. For the 3 months ending 30 September
The details are as follow:

For the 9 months ending 30 September

2018 2017

2018 2017

(Reviewed not audited)

Profit for the period attributable

(Reviewed not audited)

to Bank’s shareholders 3,675,243 1,460,155 11,893,542 8,660,133
Weighted average number of
. . 200,000,000 200,000,000 200,000,000 200,000,000
shares during the period
JD /Fils JD /Fils JD / Fils JD /Fils
Basic and diluted earnin 0.018 0.007 0.059 0.043

* The basic earning per share is equivalent to the diluted earning per share, since the bank did not issue any diluted

financial instruments.

(19) Cash and Cash Equivalents

The details are as follow:

Cash and balances with central banks maturing within 3
months

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

Less: Banks and financial institutions’ deposits maturing
within 3 months

Less: Restricted cash balances
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For the 9 months ended 30 September

2018 2017
JD JD
(Reviewed not (Reviewed not
audited) audited)
235,846,694 270,725,555
119,292,235 4,012,469

(31,489,738) (83,016,073)

(1,141,416) (1,123,314)

322,507,775 190,598,637




(20) Related Parties Transactions

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

Ownership Paid in capital
30 September 2018 31 December 2017 30 September 2018 31 December 2017
% % b D
Capital Investment and Brokerage Company 100 7 100 7 10,000,000 10,000,000
National Bank of Iraq 61.857 61.857 86,739,856 86,739,856
Bahrain Investment Fund Company 100 7 100 7. 1,888 1,888
Capital Bank Corporate Advisory (DIFC) Limited 100 7 100 7. 177,250 177,250
The following related parties transactions took place during the period/year:
Related party Total
BOD E ti Maj
xecutive Subsidiaries ajor 30 September 2018 31 December 2017
members management Shareholders
D D D D D D
(Reviewed not .
Audited
audited) (Audited)
Statement of financial position items:
Bank deposits with related parties - - - - - -
Bank deposits 47,299,530 704,443 12,066,233 1,468,998 61,539,204 67,425,689
Margin accounts 58,566 118,265 49,406,299 300 49,583,430 25,348,219
Direct credit facilities 32,386,552 1,594,768 3,953 10,801 33,996,074 37,262,785
Direct credit facilities - watch list 2,254,009 - - - 2,254,009 1,982,063
Direct credit facilities-non-performing 693,897 - - - 693,897 -
Off-balance sheet items:
Indirect credit facilities 6,894,088 1,000 80,019,742 300 86,915,130 33,578,438
For the 9 months ended 30 September
2018 2017
(Reviewed not (Reviewed not
audited) audited)
Statement of income items: iD) iD)
Interest and commission income 2,194,327 69,736 786,816 271,521 3,322,400 2,541,624
Interest and commission expense 886,865 20,797 197,118 - 1,104,780 1,538,668

o Interest rates on credit facilities in Jordanian Dinar range between 4.50% - 11.00%
o Interest rates on credit facilities in foreign currency range between 4.29% - 5.58%
e Interest rates on deposits in Jordanian Dinar range between 3.65% - 6.00%.

e Interest rates on deposits in foreign currency between 0.40% - 1.75%.

Compensation of the key management personnel benefits for the bank and its subsidiaries as follows:

Benefits (Salaries, wages, and bonuses) of executive management for the
Bank and it's subsidiaries

Total
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For the 9 months ended 30 September

2018 2017
D D
(Reviewed not (Reviewed not
audited) audited)
2,164,869 3,193,089
2,164,869 3,193,089




(21) Segment Information
1. Information about bank

Activities:

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

(Provision) Impairment and
expected credit losses ,net
Segment results

Unallocated expenses
Profit before tax

Income tax

Net income for the period
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 income for the period

Other information

Segmental assets

Segmental liabilities

Capital expenditure

Depreciation and amortization

Retail Banking Corporate Banking

Corporate Finance

Treasury

Total

Other 30 September 2018

D D

18,241,269 44,685,300
(2,853,105)

(833,243)

(6,340,925)
15,943,385

260,435,969 627,627,716

JD

D

34,027,382
3,287,553
35,549,037

941,095,943

D D
(Reviewed not
audited)
1,703,080 98,657,031
(1,249,113)

453,967

(7,155,590)
51,113,146
(29,455,331)
21,657,815
(5,635,913)
16,021,902

155,531,310 1,984,690,938

746,245,087 698,145,140

153,153,190

63,398,925 1,660,942,342

Retail Banking Corporate Banking

Corporate Finance

Treasury

6,424,478
3,682,650

Total

Other 30 September 2017

D D

19,213,070 40,660,443

(2,317,536) (8,627,247)

2,724,584 13,844,740

250,460,177 670,502,186

D

2,864,801

2,864,801

D

36,748,520

33,244,190

957,441,293

D D
(Reviewed not
audited)

3,353,347 102,840,181

- (10,944,783)

56,031,662
(41,498,459)
15,533,203
(4,466,260)
11,066,943

3,353,347

31 December 2017
D
(Audited)

121,969,848 2,000,373,504

709,072,098 652,610,511

244,511,854

44,784,578 1,650,979,041
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30 September 2017

D
(Reviewed not
audited)

3,281,464
3,449,377



(22)

(23)

Contingent Liabilities and Commitments

30 September 2018 31 December 2017
D D
(Reviewed not audited) (Audited)

Letters of credit 96,148,336 47,553,193
Confirmed Export Letters of credit 8,177,390 7,577,588
Acceptances 58,735,117 53,167,056
Letters of guarantee :

- Payments 32,756,104 30,799,360

- Performance 65,135,226 65,314,628

- Others 43,069,421 47,121,130
Foreign currency forward * 7,107,200 81,720,341
Unutilized direct credit limits 108,332,456 82,207,585
Total 419,461,251 415,460,881

* Foreign currency forward contracts were not subject to ECL .

In accordance with the requirements of IFRS 9, the effect of applying the standard and calculating the expected credit loss
for the period ended 30 September 2018 has been calculated and as shown in note No. (15).

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 d ch
accordance IAS 39 accordance ange
IFRS 9
D D D
(Reviewd not (Reviewd not (Reviewd not
audited) audited) audited)
Balances with central banks 282,738,524 275,852,076 6,886,448
Bal ith k fi ial
Balances 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
. Liabiliti

Contingent Liabilities and 415,460,881 412,290,979 3,169,902
Commitments
The effect of reclassification of
debt inst ts f tized

ebtinstruments from amortize 28,053,801 28,028,962 24,839
cost to other comprehensive
income
Deferred tax assets - (3,053,589) (3,053,589)

Total of IFRS 9 Implementation 19,719,660
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2- Expected Credit losses 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:
31 December

30 September 2018 2017
(Reviewd not audited) (Audited)
Credit risk exposures relating to on- Stage 1 Stage 2 Stage 3 Total Total
balance sheet assets: 12-month ECL  Lifetime ECL Lifetime ECL
D D D D D
Cash and balances with the Central
Bank Of Jordan
Credit loss allowance 180,905 3,627,324 - 3,808,228 -
net Carrying amount 239,654,923 54,065,901 - 293,720,825 282,738,524
Due from banks
Credit loss allowance 942 - - 942 -
net Carrying amount 119,293,177 - - 119,293,177 194,421,910
Credit Facilities - At amortised cost
Credit loss allowance 2,569,530 6,255,184 72,910,322 81,735,036 61,606,026
net Carrying amount 701,499,213 153,683,009 136,234,032 991,416,254 997,293,481
Investments — FVOCI
Credit loss allowance 26,260 - - 26,260 -
net Carrying amount 37,412,445 - - 37,412,445 -
Investments — Amortised cost
Credit loss allowance 89,930 453,015 500,000 1,042,945 500,000
net Carrying amount 467,799,845 10,045,000 500,000 478,344,845 468,384,699
Other Assets
Expected credit loss 116,310 356,637 789,070 1,262,017 -
Book Value/ Balance 20,345,900 2,166,161 3,156,282 25,668,343 9,654,410
Contingent liabilities and Commitments
Credit loss allowance 2,348,476 2,734,339 - 5,082,815 -
net Carrying amount 318,588,386 93,765,665 - 412,354,051 333,740,540
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Balances with central banks

Balance at 31 December 2017
Effect of application of IFRS 9

Balance adjusted as at the beginning of
the year

ECL on new balances during the period

Recoveries from settled balances
Transfer from the first stage during the
period

Transfer from second stage during the
period

Transferred from the third stage during
the period

Foreign exchange differences
Net balance as at 30 September 2018

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

ECL on new balances during
the period

Recoveries from settled
balances

Transfer from the first stage
during the period

Transfer from second stage

during the period

Transferred from the third

stage during the period

Foreign exchange differences

Net balance as at 30 September 2018

Direct credit facilities - net

Balance at 31 December 2017

Effect of application of IFRS 9

Balance adjusted as at the beginning of
Charge for the year

Amounts written off

Transfer from the first stage
during the period

Transfer from second stage
during the period

Transferred from the third
stage during the period

Foreign exchange differences
Net balance as at 30 September 2018

The effect of the adoption of changes in accounting policies on the interim condensed consolidated financial statements of the Bank
as at 30 September 2018 was as follows( Reviewed not audited):

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
-426,605 -2,955,986 - (3,382,591)

36,741 267,630 - 304,371
180,904 3,627,324 - 3,808,228
80,310 - - 80,310
80,310 - - 80,310

592 - - 592
(85,720) - - (85,720)
5,760 - - 5,760
942 - - 942

- 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
-13,800 -3,572,549 10,941,953 7,355,604

- - 11,293 11,293

- (2,287,439) 2,287,439 -

12,280 176,072 351,050 539,402
3,497,538 6,255,184 71,982,314 81,735,036
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Financial Assets at Fair Value through Other

Comprehensive Income Stage 1 Stage 2 Stage 3 Total

D D D D

Balance at 31 December 2017 - - - -
Effect of application of IFRS 9 - - - -

Balance adjusted as at the beginning of - - - -
Impairment on new balances during the

year

Releases from settled balances - - - -
Transfer from the first stage - - - -
Transfer from second stage - - - -
Transferred from the third - - - -
Foreign exchange differences

Net balance as at 30 September 2018 26,260 - - 26,260

Financial assets at amortized cost - net

Balance at 31 December 2017 - - - -
Effect of application of IFRS 9 118,476 270,563 - 389,039

Balance adjusted as at the beginning of 118,476 270,563 500,000 889,039
Impairment on new balances during the

year

Releases from settled balances (28,546) - - (28,546)
Transfer from the first stage

during the period
Transfer from second stage

during the period
Transferred from the third

stage during the period

- 182,452 - 182,452

Net balance as at 30 September 2018 89,930 453,015 500,000 1,042,945

Contingent Liabilities and Commitments

Balance at 31 December 2017 - - - -
Effect of application of IFRS 9 209,798 2,960,104 - 3,169,902

Balance adjusted as at the beginning of 209,798 2,960,104 - 3,169,902
Charge for the year 2,189,341 - - 2,189,341
Amounts written off (350,912) - (350,912)

Transfer from the first stage

135,076 135,076 - -
during the period ( )

Transferfrom the seFond (264,134) 264,134 i i
stage during the period

Transferred from the third
stage during the period

Foreign exchange differences (50,663) 125,147 - 74,484

Net balance as at 30 September 2018 2,219,418 2,863,397 - 5,082,815
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Movements of provisions on bank acceptences and export documents and bills purchased - other financial assets

Stage 1 Stage 2 Stage 3 Total
D D D D

Balance at 31 December 2017 - - - -
Effect of application of IFRS 9 - - - -
Balance adjusted as at the beginning of - - - -
Impairment on new balances during the 67,602 - - 67,602
Releases from settled balances - - - -
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 30 September 2018 67,602 - - 67,602

Movements of financial assets at amortized cost for the penalties of the National Bank Iraq - other financial assets

Balance at 31 December 2017 - - - -
Effect of application of IFRS 9 - - - -
Balance adjusted as at the beginning of - - - -
Impairment on new balances during the 48,181 352,783 780,543 1,181,507
Releases from settled balances - - - -
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 527 3,854 8,527 12,908
Net balance as at 30 September 2018 48,708 356,637 789,070 1,194,415
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3- Expected credit loss (expenses)/recovery for the financial period subsequent to 01 January 2018, net and till 30 september 2018
(Reviewed not audited) :

Items Stage one Stage two Stage three Total
D D D D

Cash and balances with the Central Bank 426,605 2,955,986 - 3,382,591
Balances with banks and financial institutions 85,128 - - 85,128
Direct credit facilities - net 13,800 3,572,549 (10,941,953) (7,355,604)
Financial assets at amortized cost 28,546 (182,452) - (153,906)
Debt instruments at fair value through other

Lo (26,260) - - (26,260)
comprehensive income
Other Financial assets measured at amortized cost (115,784) (352,783) (780,543) (1,249,110)
Contingent Liabilities and Commitments (2,189,341) 350,912 - (1,838,429)

Total (1,777,306) 6,344,212 (11,722,496) (7,155,590)

4- 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).

5- 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.

6- 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%

7- 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.

8- 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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9- 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.

10- 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.

11-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:

a) 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.

b) 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.

c) 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.

21



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:

e balances with Central Bank and other banks

¢ debt investment securities; and

e other financial assets, mainly comprising of sundry receivables

12- 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

13- 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.
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(24) 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 D D

30 September 2018 (Reviewed not audited)
Financial assets-
Financial assets at fair value through
. 3,864,593 87,691 - 3,952,284
income statement
Financial assets at fair value through other

34,557,737 16,079,191 - 50,636,928

comprehensive income
Derivative instruments - - (63,817) (63,817)
31 December 2017 (Audited)

Financial assets-
Financial assets at fair value through

. 3,175,506 85,554 - 3,261,060
income statement

Financial ass.ets .at fair value through other 4,608,894 4,526,206 i 9,135,100
comprehensive income

Derivative instruments - - 277,362 277,362

(25) 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 30
September 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. except for a lawsuite for JOD 10,000, noting that a provision of JOD 4,000 was taken
against the lawsuite.

- No lawsuits were raised against Capital Investment and Brokerage Company Ltd/Jordan, as part of the ordinary course
of business as at 30 September 2018, against JD 355,686 as at 31 December 2017 that were settled during the current
period.

- No lawsuits were raised against National Bank of Iraq, as part of the ordinary course of business, as at 30 September
2018 compared to JD 7,087,147 as at 31 December 2017.According to the Bank’s management and legal counselor,
the Bank will not be liable in any of these cases. Compared to a provision of JD 3,494,906 as at 31 December 2017,
which was released to the statement of income , the counterparty.

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

(27) Distributed Dividends

The Board of Directors approved in its meeting held on 30 April 2018 the distribution of cash dividends equivalent to
10% of the Bank's authorized and paid in capital. Against JD 10,000,000 during the period ended 30 September 2017.

During the 2018 the National Bank of Iraq (Subsidiary) distributed cahs dividends equivelent to 8% of the Bank's paid
in capital.

(28) Comparative Figures:
Some of 30 September 2017 and 31 December 2017 figures have been reclassified to confirm 30 September 2018
presentation.
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