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INDEPENDENT AUDITOR’S REPORT
AM/ 003305

To the Shareholders

Arab Banking Corporation (Jordan)

(A Public Shareholding Limited Company)
Amman - The Hashemite Kingdom of Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Arab Banking Corporation (Jordan)
(the “Bank”) and its subsidiary (together the “Group”), which comprise the consolidated
statement of financial position as at December 31, 2020, and the consolidated statement of
profit or loss and other comprehensive income, consolidated statement of changes in equity,
and consolidated statement of cash flows for the year and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of December 31, 2020, and its
consolidated financial performance and its cash flows for the year in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the Central Bank of Jordan.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISA). Our

responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) together with the ethical requirements that
are relevant to our audit of the financial statements in Jordan, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Other Matter
The accompanying consolidated financial statement are a translation of the original consolidated
financial statements, which are in the Arabic language, to which reference should be made.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current year. These matters were addressed
in the context of our audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.

For each matter below, our description of how our audit addressed the matter is provided in that

context.

Key Audit Matters

How Our Audit Addressed the Key Audit
Matter

Impairment of carrying value of the credit
facilities in accordance with IFRS 9

The Group’s credit facilities are stated in the
statement of financial position at JD 720 million
as at December 31, 2020. The expected credit
loss (ECL) allowance was JD 56 million as at this
date, which comprised an allowance of JD 13.4
million against Stage 1 and 2 exposures and an
allowance of JD 42.5 million against exposures
classified under Stage 3.

The audit of the impairment of credit facilities
is a key area of focus because of their size
(representing around 55% of total assets) and
due to the significance of the estimates made
and judgments applied in classifying credit
facilities into various stages, and determining
related allowance requirements and the
complexity of the judgements, assumptions,
and estimates used in the Expected Credit Loss
models. Refer to Note (2) to the consolidated
financial statements for the accounting policy,
Note (4) for critical judgements and estimates
used by management, and Note (40) for
disclosures about credit risk.

The Group recognizes allowances for expected
credit losses (ECLs) at an amount equal to 12-
month ECL (Stage 1) or full lifetime ECL (Stage
2).

A loss allowance for full lifetime ECL is required
for a financial instrument if the credit risk on
that financial instrument has increased
significantly since initial recognition. It is
compared to the ECL amount calculated
according to the instructions of the Central
Bank of Jordan, and the higher of the two
amounts is recorded after excluding credit
exposures with/guaranteed by the Jordanian
government, or any other special
arrangements with the Central Bank of Jordan.

ECLs are a probability-weighted estimate of the
present value of credit losses. These are
measured as the present value of the
difference between the cash flows due to the
Group under the contract and the cash flows
that the Group expects to receive arising from
the weighting of multiple future economic
scenarios, discounted at the asset’s effective.

-2 -

We obtained a detailed understanding of the
Group’s credit facilities and financing, investing
assets business processes, and the accounting
policies, including the critical accounting
estimates and judgments used. We have
involved our subject matter experts to assist us
in auditing the IFRS 9 ECL models as at
December 31, 2020.

We tested the design, implementation, and
operating effectiveness of the relevant controls
which included testing:

e System-based and manual controls over
the timely recognition of impaired credit
facilities and financing and investing
assets and advances;

e Controls over the ECL calculation models;

e Controls over collateral valuation
estimates;

e Controls over governance and approval
process related to impairment provisions
and ECL Models, including continuous
reassessment by the management.

We understood and evaluated the theoretical
soundness of the ECL model by involving our
subject matter experts to ensure its compliance
with the minimum requirements of the standard.
We also tested the mathematical integrity of the
ECL model by performing recalculations. We
assessed the consistency of various inputs and
assumptions used by the Group’s management
to determine impairment.
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Key Audit Matters

How Our Audit Addressed the Key Audit
Matter

profit rate. The Bank employs statistical models
for ECL calculations, and the key variables used
in these calculations are probability of default
(PD), loss given default (LGD), and exposure at
default (EAD), which are defined in Note (40) to
the consolidated financial statements.

The Corporate portfolio of credit facilities and
financing and Investing assets is assessed
individually for the significant increase in credit
risk (SICR) and measurement of ECL. This
requires management to capture all qualitative
and quantitative reasonable and supportable
forward-looking information while assessing
SICR, or while assessing credit-impaired criteria
for the exposure. Management’s judgement
may also be involved in manual staging override
as per the Group’s policies.

The measurement of ECL amounts for retail
exposures classified as Stage 1 and Stage 2 are
calculated using models with limited manual
intervention.

Retail exposures are classified as impaired as
soon as there is doubt about the borrower’s
ability to meet payment obligations to the
Group in accordance with the original
contractual terms.

Impaired credit facilities are measured on the
basis of the present value of expected future
cash flows including observable market prices
or fair value of the collateral. The impairment
loss is calculated based on the shortfall in the
credit facilities carrying value compared to the
net present value of future cash flows using the
original effective profit rate after comparing it
with the ECL amount calculated according to the
instructions of the Central Bank of Jordan and
recording the higher of the two amounts,
excluding credit exposures with/guaranteed by
the Jordanian government, and any other
special arrangements with the Central Bank of
Jordan. The factors considered when
determining impairment losses on individually
assessed accounts include the customer’s
aggregate borrowings, risk rating, value of the
collateral, probability of successful
repossession, and the costs involved to recover
the debts.

As disclosed in Note (47) the COVID-19
pandemic significantly impacted management’s
determination of the ECL and required the
application of heightened judgment. To address
the uncertainties inherent in the current and
future environment and to reflect all relevant risk
factors not captured in the Bank’s modelled
results, management applied quantitative and
qualitative adjustments for the impacts of the
unprecedented macroeconomic scenarios arising

For allowances against exposures classified as
Stage 1 and Stage 2, we obtained an
understanding of the Group’s methodology to
determine the allowance, assessed the
reasonableness of the underlying assumptions
and the sufficiency of the data used by the
management. We assessed the
appropriateness of the Group’s determination
of significant increase in credit risk and the
resultant basis for classification of exposures
into various stages. For samples of exposures,
we assessed the appropriateness of the Group’s
staging.

For forward-looking assumptions used by the
Group’s management in its ECL calculations, we
held discussions with ~management and
corroborated the assumptions using publicly
available information.

We selected samples of credit facilities and
financing and investing assets and assessed the
accuracy of the Exposure at Default (EAD),
appropriateness of the Probability of Default
(PD) and calculations of the Loss Given Default
(LGD) wused by management in their ECL
calculations.

For exposures determined to be individually
impaired, we tested samples of credit facilities,
and examined management’s estimate of future
cash flows, assessed their reasonableness and
assessed the resultant allowance calculations.
Further, we challenged the estimates and
assumptions used by management around the
LGD calculation for individually impaired
exposures by testing the enforceability and
adequacy of valuation of underlying collaterals
and estimated recovery on default.

We also, assessed the accuracy of disclosures in
the consolidated financial statements to
determine if they were in compliance with the
requirements of IFRSs.

We obtained an understanding of the
amendments made by the Group to the expected
credit loss calculation as a result of the COVID-
19 pandemic. We assessed those amendments
by evaluating the model adjustments in relation
to macroeconomic factors and forward-looking
scenarios, which were incorporated into the
impairment calculations, by utilizing our internal
specialists to challenge the chosen scenarios and
weights applied to capture non-linear losses.

We determined if the amount recorded as the
allowance for expected credit losses was
determined in accordance with the instructions
of the Central Bank of Jordan.
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Key Audit Matters

How Our Audit Addressed the Key Audit
Matter

from the pandemic, the temporary effects of the
bank and government led payment support
programs, which may not completely mitigate
future losses, and the impacts to particularly
vulnerable sectors affected by COVID-19.

The Bank made amendments to the expected
credit loss calculation models (including
management overlays) to take into
consideration the potential impact of the COVID
19 pandemic to address the impact on certain
sectors or specific customers based on relative
cash flow forecasts.

IT systems and controls over financial
reporting

We identified IT systems and controls over the
Bank’s financial reporting as an area of focus due
to the extensive volume and variety of
transactions which are processed daily by the
Bank and rely on the effective operation of
automated and IT dependent manual controls.
There is a risk that automated accounting
procedures and related internal controls are not
accurately designed and operating effectively. In
particular, the incorporated relevant controls are
essential to limit the potential for fraud and error
as a result of change to an application or
underlying data.

Other Information

We tested, utilizing our internal IT specialists,
the IT application used in the credit impairment
process and have verified the integrity of data
used as input to the models, including the
transfer of data between source systems and the
impairment models. We have evaluated system-
based and manual controls over the recognition
and measurement of the allowance for expected
credit loss, including the consideration of the
economic disruptions caused by COVID 19.

Our audit approach relies on automated controls,
and therefore, the following procedures were
designed to test access and control over IT
systems:

We tested IT general controls relevant to
automated controls and computer-generated
information covering access security, program
changes, data center and network operations.

We examined computer-generated information
used in financial reports from relevant
applications and key controls over their report
logics.

We performed testing on the key automated
controls on significant IT systems relevant to
business processes.

Management is responsible for other information. The other information consists of information
provided in the annual report other than the consolidated financial statements and the related
auditor's report. We expect that the annual report will be provided to us after the date of our
report. Our opinion on the consolidated financial statements does not include other information,
and we do not express any form of assurance or conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit,

or otherwise appears to be materially misstated.
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Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs as adopted by the Central Bank of Jordan. and for such
internal control as management determines necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial

statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than the one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient and appropriate audit evidence regarding the consolidated financial
information of the entities or business activities within the Group (“The Company and its
subsidiaries”) to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and implementation of the Group’s audit. We remain
solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them about all
relationships and other matters that may reasonably be thought to bear on our independence,
and, where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements of
the current period, and are therefore, the key audit matters. We describe these matters in our
auditor’s report, unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

The Group maintains proper books of accounts, which are in agreement with the consolidated
financial statements. We recommend that the General Assembly of Shareholders approve these
consolidated financial statements.

Amman - Jordan
February 28, 2021




ARAB BANKING CORPORATION (JORDAN)
(PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - THE HASHEMITE KINGDOM OF JORDAN

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Assets:

Cash and balances at the Central Bank of Jordan
Balances at banks and financial institutions
Deposits at banks and financial institutions
Direct credit facilities-net

Financial assets at fair value through other comprehensive income
Financial assets at amortized cost

Financial assets at amortized cost - Mortgaged
Property and equipment - net

Intangible assets - net

Right of use assets

Deferred tax assets

Other assets
Total Assets

Liabilities and Owners' Equity
Liabilities:
Banks and financial institutions deposits
Customers’ deposits
Margin accounts
Loans and borrowings
Sundry provisions
Income tax provision
Deferred tax liabilities
Lease contracts liabilities
Other liabilities

TOTAL LIABILITIES

Owners' Equity

Bank shareholders' equity:
Issued and paid-in capital
Additional paid-in capital
Statutory reserve
Voluntary reserve

Fair value reserve
Retained earnings

TOTAL OWNERS' EQUITY
TOTAL LIABILITIES AND OWNERS' EQUITY

THE ACCOMPANYING NOTES FROM (1) TO (47) CONSTITUTE AN INTEGRAL PART OF THESE
CONSOLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND
WITH THE AUDIT REPORT.

December 31,

Note 2020 2019
D D

5 52,217,487 68,048,129
6 89,979,061 59,257,664
7 7,343,135 2,603,874
8 649,941,932 621,003,454
9 135,570,467 148,822,213
10 126,843,748 137,461,461
11 62,631,159 35,012,800
12 30,037,561 22,459,789
13 1,519,806 1,699,611
14 2,844,640 3,357,169
21/B 9,226,618 7,078,498
15 15,445,012 32,254,803
1,183,600,626 1,139,059,465
16 157,160,531 170,016,352
17 684,291,947 666,361,035
18 51,320,703 49,424,077
19 93,484,141 57,866,314
20 3,545,381 3,440,448
21/A 6,456,452 2,478,661
21/B 3,076,163 1,977,939
14 2,755,325 3,223,659
22 21,633,675 27,378,684
1,023,724,318 982,167,169
23 110,000,000 110,000,000
23 66,943 66,943
28,379,747 27,958,998
24 197,281 197,281
25 4,705,107 2,943,308
26 16,527,230 15,725,766
159,876,308 156,892,296

1,183,600,626

1,139,059,465




ARAB BANKING CORPORATION (JORDAN)

(PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - THE HASHEMITE KINGDOM _OF JORDAN

CONSOLIDATED STATEMENT OF PROFIT OR 1OSS

For the Year Ended

December 31,

Note 2020 2019
D D

Interest income 28 62,282,196 71,372,525
Interest expense 29 (28,504,057} (38,344,004)
Met Interest Income 33,778,139 33,028,521
Net commission income 30 3,335,686 3,561,461
Net Interest and Commission Income 37,113,825 36,585,982
Gain from foreign currencies 31 826,498 1,036,187
Gains from financial assets at fair value through other comprehensive
income 32 31,875 43,435
Other income - Net 33 3,464,660 3,812,104
Total Income 41,436,858 41,481,708
Employees’ expenses 34 13,335,076 13,569,571
Depreciation and amortization i2, 13, 14 2,356,293 2,465,579
Other expenses 35 7,828,465 7,431,139
Provision for expected ¢redit loss on financial assets 27 13,115,650 12,389,882
{Surplus)} Impairment provision for assets seized by the Bank 15 - (503,303}
Sundry provisions 20 593,884 2,673,222
Total expenses 37,229,368 38,026,090
Profit for the period before income tax expense 4,207,490 3,455,618
Income tax expense 21/A (2,985,277) (1,520,344)

Profit for the Year 1,222,213 1,935,274

Fills/ID Fills/ID
Basic and diluted earnings per share for the period attributable
to the Bank's Shareholders 36 0.011 p.018

THE ACCOMPANYING NOTES FROM (1) TO (47) CONSTITUTE AN INTEGRAL PART OF THESE

CONSOLIDATED FINANCIAL STATEMENTS AND SHOQULD BE READ WITH THEM AND
WITH THE AUDIT REPORT.
-8 -



ARAB BANK PORATION (JORDAN

(PUBLIC SHAREHOLDING EIMITED COMPANY)

AMMAN - THE HASHEMITE KINGDOM OF JORDAN

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the Year Ended

December 31,

2020 2019
D D

Profit for the period 1,222,213 1,935,274
Other co ive income items which may be r ified to
profit or logs in the subsequent period:
Net Change in valuation reserve of financial assets at fair value through
comprehensive income after tax - Debt Instruments 1,649,183 3,286,076
{Loss) in the fair value of derivatives (109,197) {100,136)
Items not to be subsequently transferred to statement of profit or
loss:
Net Change in valuation reserve of financial assets at fair value through
comprehensive income after tax - Equity Instruments 221,813 {165,484)

Total Comprehensive Income for the Period 2,984,012 4,955,730

THE ACCOMPANYING NOTES FROM (1) TO (47} CONSTITUTE AN INTEGRAL PART OF
THESE CONSCLIDATED FINANCIAL STATEMENTS AND SHOULD BE READ WITH

THEM AND WITH THE AUDIT REPORT.
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ARAB BANKING CORPORATION O
HOLDING LIMITED COMPANY
AMMAN - THE HASHEMITE KINGDOM QOF JORDAN
AT TATEMENT OF CASH FLOWS

For the Year Ended
Decamber 31,

THE ACCOMPANYING NOTES FROM (1) TO (47} CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED

Note 2020 2019
Operatin iyiti o) bl
Profit hefore income tax 4,207,490 3,455,618
Adijustments for non-cash items
Depraciation and amortization : 12,12,14 2,356,293 2,465,579
Provision for expected credit loss an financial assets 27 13,115,650. 12,389,882
Impairment provision for assets seized by the Bank 15 - (503,303}
{Gain) Realized from sale of financial assets at fair value through other comprehensive income - (8,150)
{Gain} from sale of assets seized by the Bank (34,630} (995}
Accrued Interests _ {4,296,5186) 733,269
Loss {gain} from disposed-of property and eguipment 4,929 (3,648)
Sundry provisions expense 533,884 2,673,222
Provisions of lands prepared for sale 153,116 -
Exchange rate fluctuation effect on cash and cash equivalents {349,724) {556,809)
Cash flows from operating activities before changes in assets and liabillties 15,750,492 20,644,665
Changes in assets and labilities:
{Increase) decrease in deposits at banks and financial Institutions maturing after three months {4,739,261) 25,352,161
{Increase) in direct credit facilities {42,334,381) {19,341,737)
Decrease (increase} in other assets 17,295,151 (3,727.607)
Increase In custamers’ deposits 17,930,912 18,842,845
Increase (decrease} in margin accounts 1,896,626 {2,110,614)
(Decraase) increase in other liabitities (2,508,133) 6,080,259
Net Cash Flows from Operating Activities before income tax 3,291,416 45,739,973
Income tax paid 21 (1,137,194) {4,598,033)
Sundry provisions paid 20 (488,952} -
Net Cash Flows from Operating Activities 1,665,270 41,141,940
Investing Activities
{Purchase) of financial assets at fair value through comprehensive income {13,140,711) {58,749,277)
Matured and Sale of financial assets at fair value through comprehensive income 29,421,630 19,311,109
(Purchase} of financial assets at amortized cost 10 {54,043,169) {56,565,053)
Matured and sale financial assets at amortized cost 10 64,651,143 97,022,825
{Purchase} of praperty and equipment (8,850,638) (6,458,688}
Proceeds from sale of property and equipment 321 7,162
(Increase) decrease in financial assets at amortized cost - mortgaged {27,618,359) 5,348
\ {Increase) of intangible assets (262,020} (6546,843)
Net Cash Flow (used in} Investing Activities {9,841,803) {6,073,417)
Financing Activities
Dividends paid to shareholders (16,655) (8,275,007)
Increase (decrease) in borrowing funds 35,617,827 {21,264,162}
Net Cash Flows from {used in) Financing Activities 35,601,172 {29,535,169)
Nat Increase in cash and cash equivalents 27,424,639 5,529,354
Effect of the change in exchange rates on cash and cash equivalents 349,724 556,809
Cash and cash equivalents - Beginning of the year (42,703,306) (48,789,469)
Cash and cash equivatents - Ending of the Year 37 (14,928,943) {42,703,3086)

FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE AUDIT REPCRT.

- 11 -



ARAB BANKING CORPORATION (JORDAN)
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS

General Information

Arab Banking Corporation (Jordan) was established as a public shareholding company on

21 January 1990, in accordance with the Companies Law No (1) of 1989, with headquarters
in Amman.

The Bank provides banking services through its head office in Amman and its 26 branches
in Jordan and the subsidiary company.

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

The financial statements of the Bank and its subsidiary “the Group” are consolidated in the
Arab Banking Corporation — Bahrain financial statements.

The Group's Board of Directors approved the consolidated financial statements for issuance
on February 23, 2021. These financial statements are subject to the approval of the
General Assembly of Shareholders,

Significant Accounting Policies:

Basis of Preparation

The accompanying consolidated financial statements of the Bank and its subsidiary are
prepared in accordance with the International Accounting Standards Board (IASB), the
interpretations issued by the International Financial Reporting Interpretation Committee
of the IASB, the prevailing rules of the countries where the Bank operates, and the
instructions of the Central Bank of Jordan.

The main differences between the 1FRSs as they should be applied and what has been
approved by the Central Bank of Jordan are as follows:

Provisions for expected credit losses are calculated in accordance with IFRS (9) and the
Central Bank of Jordan’s, whichever is tougher. The material differences are as follows:

» Elimination of debt instruments issued or granted by the Jordanian government so
that credit exposures are resolved on the Jordanian Government and by its guarantee
without credit losses.

« When calculating the credit losses against credit exposures, the calculation results
according to IFRS 9 are compared with those according to the Central Bank of Jordan’s
Instructions No. (2009/47) dated December 10, 2009 for each stage separately. The
tougher results are adopted.

Interest and commissions on non-performing credit facilities granted to clients are
suspended, in accordance with the instructions of the Central Bank of Jordan.
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Assets seized by the Bank are shown in the consolidated statement of financial position,
among other assets, at their current value when seized by the Bank or at their fair value,
whichever is lower. Furthermore, they are reassessed on the date of the consolidated
financial statements separately, and any decrease in value is recorded in the consolidated
statement of profit or loss while any increase in value is not recorded as revenue. In
addition, any subsequent increase is taken to the statement of profit or loss to the extent
of not exceeding the previously recorded value. As of the beginning of the year 2015, a
gradual provision has been taken for real estate acquired in exchange for debts and whose
acquisition has exceeded 4 years, according to the Central Bank of Jordan's Circular No
15/1/4076 dated March 27, 2014 and Circular No. 10/1/2510 dated February 14, 2017, In
this respect, the Central Bank of Jordan has issued Circular No. 10/1/13967 dated October
25, 2018, approving the extension of Circular No. 10/1/16607 dated December 17, 2017,
and confirming postponement of the calculation of the provision until the end of the year
2019. According to the Central Bank of Jordan’s Circular No. 10/1/16239 dated November
21, 2019, deduction of the required provisions against the acquired real estate will
continue at a rate of 5% of the total book value of these properties (regardless of the
violation period) from the year of 2021 until the required percentage is reached (50% of
these properties by the end of the year 2029).

Additional provisions are calculated in the consolidated financial statements against some
of the Bank’s external investments in some neighboring countries.

The consolidated financial statements are prepared under the historical cost convention,
except for financial assets and liabilities at fair value through profit or loss, financial assets
at fair value through other comprehensive income, and financial derivatives stated at fair
value as of the date of the consolidated financial statements. Furthermore, hedged
financial assets and financial liabilities are stated at fair value.

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

The accounting policies adopted in preparing the consolidated financial statements are
consistent with those applied in the year ended December 31, 2019, except for the effect
of what is stated in Note (3 - a & 3 - b}.

Basis of Consolidation of the Financial Statements

The accompanying consolidated financial statements include the financial statements of
the Bank and the subsidiary under its control. Moreover, control is achieved when the
Bank has the ability to control the investee company, the company is exposed to variable
returns or has rights to participate in the investee company, and the Bank is able to use
its authority over the investee company, which affects its revenue.
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The Bank reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the elements of control listed above.

When the Bank has less than the majority of the voting rights of an investee, it considers
that it has power over the investee when the voting rights are sufficient to give it the
practical ability to direct the relevant activities of the investee unilaterally.

In this regard, the Bank considers all relevant facts and circumstances in assessing
whether or not the Bank’s voting rights in an investee are sufficient to give it power,
including:

e The size of the Bank’s holding of voting rights relative to the size and dispersion of
hoidings of the other vote holders;

¢ Potential voting rights held by the Bank;

« Rights arising from other contractual arrangements; and

» Any additional facts and circumstances that indicate that the Bank has, or does not
have, the current ability to direct the relevant activities at the time that decisions need
to be made, including voting patterns at previous shareholders’ meetings.

Transactions, balances, revenues and expenses are eliminated between the Bank and the
subsidiary.

The financial statements of the subsidiary are prepared for the same financial year, using
the same accounting policies adopted by the Bank. If the accounting policies adopted by
the company are different from those used by the Bank, the necessary adjustments to the
financial statements of the subsidiary are made to comply with the accounting policies
followed by the Bank.

The results of the subsidiary are incorporated into the consolidated statement of Profit or
Loss from the effective date of acquisition, which is the date on which actual control over
the subsidiaries is assumed by the Bank. Moreover, the operating results of the disposed-
of subsidiary are incorporated into the consolidated statement of Profit or Loss up to the
effective date of disposal, which is the date on which the Bank loses control over its
subsidiary.

Non-controlling interests represent that part of the equity that is not owned by the Bank.
Non-controlling interests in the net assets of the subsidiary are presented separately in the
Bank's statement of equity. :

The Bank’s subsidiary as of December 31, 2020 represents the following:

Arab Co-operation for Financial Investments (ABCI)

Arab Co-operation for Financial Investments is wholly owned by the Bank, and its objective
is to carry out brokerage investments on behalf of its clients, in addition to providing
financial consultation services on stock exchange investing. Its paid-up capital amounted
to 1D 15,600,000, total assets to JD 39,196,111 and total liabilities to JD 14,830,599 as
at December 31, 2020. Moreover, its total revenues amounted to JD 3,997,228 and total
expenses to JD 2,251,924, for the year ended December 31, 2020 , before excluding any
transactions, balances, revenue, and expenses between the Company and the Bank.
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Control is achieved when the Bank:

» has the power over the investee;

e is exposed, or has rights, to variable returns from its involvement with the investee; and
e Has the ability to use its power to affect the investee’s returns.

The Bank reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the elements of control listed above.

When the Bank has less than the majority of the voting rights of an investee, it considers that
it has power over the investee when the voting rights are sufficient to give it the practical ability
to direct the relevant activities of the investee unilaterally.

In this regard, the Bank considers all relevant facts and circumstances in assessing whether or
not the Bank’s voting rights in an investee are sufficient to give it power, including:

. The size of the Bank's holding of voting rights relative to the size and dispersion of holdings
of the other vote hoiders;

. Potential voting rights held by the Bank, other vote holders, or other parties;

. Rights arising from other contractual arrangements; and

. Any additional facts and circumstances that indicate that the Bank has, or does not have,
the current ability to direct the relevant activities at the time that decisions need to be
made, including voting patterns at previous shareholders’ meetings.

When the Bank loses control of the subsidiary, the Bank performs the following:

. Derecognizes the assets (including goodwill) and liabilities of the subsidiary.

. Derecognizes the book value of any non-controlling interests.

. Derecognizes the transfer difference accumulated in Owners’ Equity.

. Derecognizes the fair value to the next controlling party.

) Derecognizes the fair value of any investment retained.

. Derecognizes any gain or loss in the Profit or Loss statement.

» Reclassifies owners’ equity already booked in other comprehensive income to the profit or

loss statement, as appropriate.

The subsidiaries’ financial statements are prepared under the same accounting policies adopted
by the Bank. If the subsidiaries apply different accounting policies than those used by the Bank,
the necessary modifications shall be made to the subsidiaries’ financial statements to make
them comply with the accounting policies used by the Bank.

The non-controlling interests represent the portion not owned by the Bank relating to ownership
of the subsidiaries.
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Segment Information

- Business sectors represent a group of assets and operations that jointly provide products
or services subject to risks and returns different from those of other business sectors
(measured in accordance with the reports sent to the operations management and decision
makers in the Bank).

- The geographical sector relates to providing products or services in a specific economic
environment subject to risk and returns different from those of sectors functioning in other
economic environments.

Net Interest Income

Interest income and expense for all financial instruments, except for those classified as held for
trading, or those measured or designated as at fair value through the statement of Profit or
Loss, are recognized in ‘Net Interest Income’ as ‘Interest Income’ and "Interest Expense’ in the
statement of Profit or Loss using the effective interest method. Interest on financial instruments
measured as at fair value through the statement of Profit or Loss is included within the fair value
movement during the period.

The effective interest rate (EIR) is the rate that exactly discounts the estimated future cash
flows of the financial instrument through the expected life of the financial instrument or, where
appropriate, a shorter period, to the net carrying amount of the financial asset or financial
liability. The future cash flows are estimated, taking into account all the contractual terms of
the instrument.

The interest income/ interest expense is calculated by applying the EIR to the gross carrying
amount of non-credit impaired financial assets (i.e. at the amortized cost of the financial asset
before adjusting for any expected credit loss allowance), or to the amortized cost of financial
liabilities. For credit-impaired financial assets, the interest income is calculated by applying the
£IR to the amortized cost of the credit-impaired financial assets (i.e. the gross carrying amount
less the allowance for expected credit losses (ECLs)).

For financial assets originated or purchased credit-impaired (POCI), the EIR reflects the ECLs in
determining the future cash flows expected to be received from the financial asset.

Interest income and expense in the Group’s consolidated statement of Profit or Loss also includes
the effective portion of fair value changes of derivatives designated as hedging instruments in
cash flow hedges of interest rate risk. For fair value hedges of interest rate risk related to interest
income and expense, the effective portion of the fair value changes of the designated
derivatives, as well as the fair value changes of the designated risk of the hedged item, are also
included in interest income and expense.

Net commission income

Fee and commission income and expense include fees other than those that are an integral part
of EIR. The fees stated in this part of the Group’s consolidated statement of Profit or Loss include,
among other things, fees charged for servicing a loan, non-utilization fees relating to loan
commitments when it is unlikely that these will result in a specific lending arrangement, and
loan syndication fees,

Fee and commission expenses concerning services are accounted for as the services are
received.
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Dividend Income

Dividend income is recognized when the right to receive payment is established. This is the ex-
dividend date for listed equity securities, and usually the date when shareholders approve the
dividend for unlisted equity securities.

The presentation of dividend income in the consolidated statement of Profit or Loss depends on
the classification and measurement of the equity investment:

. For equity instruments which are held for trading, dividend income is presented in the
statement of Profit or loss within gain (loss) of the financial assets at fair value through
profit or loss;

. For equity instruments designated at fair value through other comprehensive income,
dividend income is presented in the statement of Profit or loss within dividends from
financial assets through OCI; and

. For equity instruments not designated at fair value through other comprehensive income
and not held for trading, dividend income is presented as net income from other
instruments at fair value through the statement of Profit or Loss.

Financial Instruments

Initial Recognition and measurement:

Financial assets and financial liabilities are recognized in the Bank’s consolidated statement of
financial position when the Bank becomes a party to the contractual provisions of the instrument,
customers loans and facilities are recognized once they are recorded to the customers account.

Recognized financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at fair value through the
statement of Profit or Loss) are added to, or deducted from, the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial liabilities at fair value through the statement of
Profit or Loss are recognized immediately in profit or loss.

If the transaction price differs from the fair value at initial recognition, the Bank will account for
such difference as follows:

. If fair value is evidenced by a quoted price in an active market for an identical asset or
liability or based on a valuation technique that uses only data from observable markets,
then the difference is recognized in the statement of Profit or Loss en initial recognition
(i.e. day 1 profit or loss);and

. In all other cases, the fair value will be adjusted to bring it in line with the transaction
price (i.e. day 1 profit or loss will be deferred by including it in the initial carrying amount
of the asset or liability).

After initial recognition, the deferred gain or loss will be released to the statement of Profit or
Loss on a rational basis, only to the extent that it arises from a change in a factor (including
time) that market participants would take into account when pricing the asset or liability or when
derecognizing the instruments.

Financial Assets

Initial Recognition:

All financial assets are recognized on the trading date when the purchase or sale of a financial
asset is under a contract whose terms require delivery of the financial asset within the timeframe
established by the market concerned. They are initially measured at fair value, plus transaction
costs, except for those financial assets classified as at fair value through the statement of Profit
or Loss. Transaction costs directly attributable to the acquisition of financial assets classified as
at fair value through the statement of Profit or Loss are recognized immediately in the
consolidated statement of Profit or Loss.
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Subsequent Measurement

All recagnized financial assets that are within the scope of IFRS 9 are required to be subsequently
measured at amortized cost or fair value on the basis of the entity’s business model for
managing the financial assets and the contractual cash flow characteristics of the financial
assets. Specifically:

. Debt instruments held within a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely payments of principal and
interest on the principal amount outstanding (SPPI}, are subsequently measured at
amortized cost;

. Debt instruments held within a business model whose objective is both to collect the
contractual cash flows and to sell the debt instruments, and that have contractual cash
flows that are SPPI, are subsequently measured at fair value through other comprehensive
income; and

. All other debt instruments (e.g. debt instruments managed on a fair value basis, or held
for sale) and equity investments are subsequently measured at fair value through the
statement of Profit or Loss. :

However, the Bank may irrevocably make the following selection /designation at initial
recognition of a financial asset on an asset- by-asset basis:

» The Bank may irrevocably select to present subsequent changes in fair value of an equity
investment that is neither held for trading nor for contingent consideration recognized by
an acquirer in a business combination to which IFRS 3 applies, in other comprehensive
income; and

» The Bank may irrevocably designate a debt instrument that meets the amortized cost or
fair value through other comprehensive income criteria as measured at fair value through
the statement of Profit or Loss, if doing so eliminates or significantly reduces an accounting
mismatch (referred to as the fair value option}.

Debt Instruments at Amortized Cost or at Fair Value through Other Comprehensive Income
The Bank assesses the classification and measurement of a financial asset based on the
contractual cash flow characteristics of the asset and the Bank’s business model for managing
the asset.

For an asset to be classified and measured at amortized cost or at fair value through other
comprehensive income, its contractual terms should give rise to cash flows that are solely
payments of principal and interest on the principal outstanding (SPPI}.

For the purpose of SPPI test, principal is the fair value of the financial asset at initial recognition.
That principal amount may change over the life of the financial asset (e.g. if there are
repayments of principal}. Interest consists of the consideration for the time value of money, for
the credit risk associated with the principal amount outstanding during a particular period of
time, and for other basic lending risks and costs, as well as a profit margin. The SPPI assessment
is made in the currency in which the financial asset is denominated.

Contractual cash flows that are SPPI are consistent with a basic lending arrangement and the
interest on the base outstanding amount which comply with the primary funding arrangement.
Moreover, contractual terms that intreduce exposure to risks or volatility in the contractual cash
flows that are unrelated to a basic lending arrangement, such as exposure to changes in equity
prices or commodity prices, do not give rise to contractual cash flows that are SPPIL. An originated
or an acquired financial asset can be a basic lending arrangement irrespective of whether itis a
loan in its legal form.
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Assessment of Business Models

An assessment of business models for managing financial assets is fundamental to the
classification of a financial asset. In this regard, the Bank determines the business models at a
level that reflects how groups of financial assets are managed together to achieve a particular
business objective. Furthermore, the Bank’s business model does not depend on management’s
intentions for an individual instrument; therefore, the business model assessment is performed
at a higher level of aggregation rather than on an instrument-by-instrument basis.

The Bank has more than one business model for managing its financial instruments, which reflect
how the Bank manages its financial assets in order to generate cash flows. In addition, the
Bank's business models determine whether cash flows will result from collecting contractual cash
flows, selling financial assets, or both.

The Bank considers all relevant information available when making the business model
assessment. However, this assessment is not performed based on scenarios that the Bank does
not reasonably expect to occur, such as so-called ‘worst case’ or 'stress case’ scenarios. The
Bank takes into account all relevant evidence available such as:

. The stated policies and objectives of the portfolio and application of those policies whether
the management strategy focuses on obtaining contractual revenues, maintaining specific
profit rate, and matching the profit of financial assets with the period of financial liabilities
that finance those assets;

. How the performance of the business model and the financial assets held within that
business model are evaluated and reported to the entity’s key management personnel;

* The risks that affect the performance of the business model (and the financial assets held
within that business model) and, in particular, the way in which those risks are managed;
and

) How the business managers are compensated (e.g. whether the compensation is based on
the fair value of the assets managed or on the contractual cash flows collected).

At initial recognition of a financial asset, the Bank determines whether newly recognized financial
assets are part of an existing business mode! or whether they reflect the commencement of a
new business model. The Bank reassess its business models each reporting period to determine
whether the business models have changed since the preceding period. For the current and prior
reporting period, the Bank has not identified any change in its business models.

When a debt instrument measured at fair value through other comprehensive income is
derecognized, the cumulative gain/loss previously recognized in other comprehensive income is
reclassified from equity to the statement of Profit or Loss. In contrast, for an equity investment
designated as measured at fair value through other comprehensive income, the cumulative
gain/loss previously recognized in OCI is not subsequently reclassified to profit or loss but
transferred within equity.

Debt instruments that are subsequently measured at amortized cost or at fair value through
other comprehensive income are subject to impairment. :

Financial Assets at_Fair Value through the Statement of Profit or Loss
Financial assets at fair value through the statement of Profit or Loss are:

» Assets with contractual cash flows that are not SPPI; or/and

. Assets that are held in a business model other than held to collect contractual cash flows
or held to collect and sell; or

. Assets designated at fair value through the statement of Profit or Loss using the fair value
option.

These assets are measured at fair value, with any gains/losses arising on re-measurement
recognized in the statement of profit or loss.
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Reclassifications

If the business model under which the Bank holds financial assets changes, the financial assets
affected are reclassified. The classification and measurement requirements related to the new
category apply prospectively from the first day of the first reporting period following the change
in business model, which results in reclassifying the Bank’s financial assets. During the current
financial year and previous accounting period, there has been no change in the business model
under which the Bank holds financial assets; and therefore, no reclassifications have been made.
The changes in the contractual cash flows are considered under the accounting policy on the
modification and de-recognition of financial assets described below.

Foreign Exchange Gains and Losses
The carrying amount of financial assets denominated in a foreign currency is determined in that
foreign currency and translated at the spot rate at the end of each reporting period. Specifically:

. For financial assets measured at amortized cost that are not part of a designated hedging
relationship, exchange differences are recognized in the statement of Profit or Loss; and
» For debt instruments measured at fair value through other comprehensive income that are

not part of a designated hedging relationship, exchange differences on the amortized cost
of the debt instrument are recognized in the statement of Profit or Loss. Other exchange
differences are recognized in other comprehensive income in the investments revaluation
reserve; :

. For financial assets measured at fair value through the statement of Profit or Loss that are
not part of a designated hedge accounting relationship, exchange differences are
recognized in the statement of Profit or Loss and,

. For equity instruments measured at fair value through other comprehensive income,
exchange differences are recognized in other comprehensive income in the investments
revaluation reserve.

Fair Value Option

A financial instrument with a fair value that can be reliably measured at fair value through the
statement of Profit or Loss (fair value option) can be classified at initial recognition even if the
financial instruments are not acquired or incurred principally for the purpose of selling or
repurchasing. The fair value option may be used for financial assets if it significantly eliminates
or significantly reduces the measurement or recognition inconsistency that would otherwise have
resulted in the measurement of the asset or liability or recognized the related gain or loss on a
different basis ("accounting mismatch"). The fair value option for financial liabilities can be
chosen in the following cases:

e If the selection leads to an accounting mismatch;

« If the financial liabilities are part of a portfolio managed on a fair value basis, according to
a documented risk management or investment strategy; or

¢ If there is a derivative included in the primary financial or non-financial contract, and the
derivative is not closely related to the primary contract.

These instruments cannot be reclassified from the fair value category through the statement of
Profit or Loss while retained or issued. Financial assets at fair value through the Profit or Loss
statement are recognized at fair value with any unrealized gain or loss arising from changes in
fair value recognized in investment income.

Impairment

The Bank recognizes loss allowances for expected credit losses on the following financial
instruments that are not measured at fair value through the statement of Profit or Loss:

. Balances and deposits at banks and financia! institutions.

Direct credit facilities (loans and advances to customers).

Financia! assets at amortized cost {(debt instruments securities}.

Financial assets at fair value through other comprehensive income.

Off-statement of financial position exposures subject to credit risk (financial guarantee
contracts issued).

. & & @
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No impairment loss is recognized on equity investments.

With the exception of purchased or originated credit-impaired (POCT) financial assets {which are
considered separately below), ECLs are required to be measured through a less allowance at an
amount equal to:

. 12-month ECL, i.e. lifetime ECL that results from those default events on the financial
instrument that are possible to happen within 12 months after the reporting date (referred
to as Stage 1); or

. 12-month ECL, i.e. lifetime ECL that results from all possible default events over the life
of the financial instrument (referred to as Stage 2 and Stage 3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on
that financial instrument has increased significantly since initial recognition. For all other
financial instruments, ECLs are measured at an amount equai to the 12-month ECL

ECLs are a probability-weighted estimate of the present value of credit losses. These are
measured as the present value of the difference between the cash flows due to the Group under
the contract and the cash flows that the Group expects to receive arising from the weighting of
mulitiple future economic scenarios, discounted at the asset’s EIR.

For unutilized limits, the ECL is the difference between the present value of the difference
between the contractual cash flows that are due to the Group if the holder of the commitment
draws down the loan and the cash flows that the Group expects to receive if the loan is utilized;
and

For financia! guarantee contracts, the ECL is the difference between the expected payments to
reimburse the holder of the guaranteed debt instrument less any amounts that the Group
expects to receive from the holder, the client, or any other party.

The Bank measures ECL on an individual basis, or on a collective basis for portfolios of loans
that share similar economic risk characteristics. The measurement of the loss allowance is based
on the present value of the asset’s expected cash flows using the asset’s original EIR, regardless
of whether it is measured on an individual basis or a collective basis.

When caiculating ECL against exposures, the calculation results as per IFRS (3) are compared
with those according to the Central Bank of Jordan’s Instructions No. (47/2009) dated December
10, 2009 for each stage separately. Moreover, the most severe results are taken, and the debt
instruments issued by the Jordanian government or guaranteed by it, in addition to any other
credit exposures with the Jordanian government or guaranteed by it, are excluded from the
calculation.

Credit-impaired Financial Assets
A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred. Credit-impaired financial
assets are referred to as Stage (3) assets, Evidence of credit-impairment includes observable
data about the following events:

. Significant financial difficulty of the borrower or issuer;
A breach of contract such as a default or past-due event;
The lender of the borrower, for ecenomic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession that the lender would not
otherwise consider; or
The disappearance of an active market for a security because of financial difficulties; or
The purchase of a financial asset at a deep discount that reflects the incurred credit losses.
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It may not be possible to identify a single discrete event. Instead, the combined effect of several
events may have caused financial assets to become credit-impaired. In this regard, the Bank
assesses whether debt instruments that are financial assets measured at amortized cost or fair
value through other comprehensive income are credit-impaired at each reporting date. To assess
if sovereign and corporate debt instruments are credit impaired, the Bank considers factors such
as bond yields, credit ratings, and the ability of the borrower to raise funding.

A loan is considered credit-impaired when a concession is granted to the borrower due to a
deterioration in the borrower’s financial condition, unless there is evidence that as a result of
granting the concession, the risk of not receiving the contractual cash flows has reduced
significantly, and there are no other indicators of impairment. For financial assets where
concessions are contemplated but not granted, the asset is deemed credit-impaired when there
is observable evidence of credit-impairment including meeting the definition of default. The
definition of default includes unlikeliness-to-pay indicators and a back- stop if amounts are
overdue for 90 days or more. However, in cases where the assets impairment is not recognized
after 90 days from their due date, the assets are supported by reasonable information.

Purchased or Originated Credit-impaired {POCI)} Financial Assets

POCI financial assets are treated differently because the asset has a credit-impaired at initial
recognition. For these assets, the Bank recognizes all changes in the lifetime expected credit
loss (ECL) since initial recegnition as a loss allowance with any changes recognized in the
statement of profit or loss. A favorable change for such assets creates an impairment gain.

" Definition of Befault

Critical to the determination of ECL is the definition of default. The definition of default is used
in measuring the amount of ECL and in the determination of whether the loss allowance is based
on 12-month or lifetime ECL, as default is a component of the probability of default (PD) which
affects both the measurement of ECLs and the identification of a significant increase in credit
risk below.

The Bank considers the following as constituting an event of default:

. The borrower is past-due more than 90 days on any material credit obligation to the Bank;
or

. The borrower is unlikely to pay its credit obligations to the Bank in full.

The definition of default is appropriately tailored to reflect different characteristics of different
types of assets. Overdrafts are considered as being past-due once the customer has breached
an advised limit or has been advised of a limit smaller than the current amount outstanding.

When assessing if the borrower is unlikely to pay its credit obligation, the Bank takes into
account both qualitative and quantitative indicators. The information assessed depends on the
type of the asset. For example, in corporate lending, a qualitative indicator used is the breach
of covenants, which is not relevant for retail lending. Quantitative indicators, such as overdue
status and non-payment on another obligation of the same counterparty, are key inputs in this
analysis. The Bank uses a variety of sources of information to assess default that is either
developed internally or obtained from external sources.

Significant Increase in Credit Risk

The Bank monitors all financial assets, issued loan commitments, and financial guarantee
contracts that are subject to the impairment requirements to assess whether there has been a
significant increase in credit risk since initial recognition. If there has been a significant increase
in credit risk, the Bank measures the loss allowance based on lifetime rather than (12) month
ECL. :
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The Bank does not consider that the financial assets with ‘low’ credit risk at the reporting date
does not have had a significant increase in credit risk. As a result, the Bank monitors all financial
assets, issued loan commitments, and financial guarantee contracts that are subject to
impairment for significant increase in credit risk.

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Bank compares the risk of a default occurring on the financial instrument
at the reporting date, based on the remaining maturity of the instrument, with the risk of a
default occurring that was anticipated for the remaining maturity at the current reporting date
when the financial instrument was first recognized. In making this assessment, the Bank
considers both quantitative and qualitative information that is reasonable and supportable,
including historical experience and forward-looking information that is available without undue
cost or effort, based on the Bank's historical experience and expert credit assessment including
forward-looking information.

Multiple economic scenarios represent the basis of determining the probability of default at initial
recoghition and at subsequent reporting dates. Different economic scenarios will lead to a
different probability of default. It is the weighting of these different scenarios that forms the
basis of a weighted average probability of default that is used to determine whether credit risk
has significantly increased.

For corporate lending, forward-looking information includes the future prospects of the
industries in which the Bank’s counterparties operate, and in which it is obtained from the
economic experts reports, financial analysts, governmental bedies, relevant think-tanks and
other similar organizations. In addition, various internal and external sources of actual and
" forecast economic information are considered. For retail lending, forward-looking lending
information includes the same economic forecasts as corporate lending with additional forecasts
of local economic indicators, particularly for regions with a concentration to certain industries,
as well as internally generated information of customer payment behavior. The Bank allocates
its counterparties to a relevant internal credit risk grade depending on their credit quality. The
quantitative information is a primary indicator of a significant increase in credit risk and is based
on the change in lifetime PD by comparing:

» The remaining lifetime PD at the reporting date; and

» The remaining lifetime PD for this point in time that was estimated based on facts and
circumstances at the time of initial recognition of the exposure.

The PDs used are forward looking, and the Bank uses the same methodologies and data used
to measure the loss allowance for ECL.

The qualitative factors that indicate a significant increase in credit risk are reflected in PD models
on a timely basis. However, the Bank still considers some gualitative factors separately to assess
if credit risk has increased significantly. For corporate lending, there is a particular focus on
assets included in the ‘watch list’. An exposure is watch-listed once there is concern that the
creditworthiness of the specific counterparty has deteriorated. For retail lending, the Bank
considers the expectation of default in payment periods and forbearance of its non-occurrence,
credit scores, and events such as unemployment, bankruptcy, divorce, or death.

Given that a significant increase in credit risk since initial recognition is a relative measure, a
given change, in absolute terms, in the PD will be more significant for a financia! instrument
with a lower initial PD than for a financial instrument with a higher PD,

As a back-stop when an asset’s maturity exceeds (30) days, the Bank considers that a significant
increase in credit risk has occurred, and the asset is in Stage (2) of the impairment model, i.e.
the loss allowance is measured as a lifetime expected credit loss (ECL) balance.
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Modification and Derecognition of Financial Assets

A modification of a financial asset occurs when the contractual terms governing the cash flows
of a financial asset are renegotiated or otherwise modified between initia! recognition and the
maturity of the financial asset. A maodification affects the amount and/or timing of the
contractual cash flows either immediately or at a future date. In addition, the introduction or
adjustment of existing covenants of an existing loan would constitute a modification even if
these new or adjusted covenants do not yet affect the cash flows immediately but may affect
the cash flows depending on whether the covenant is or is not met (e.g. a change to the increase
in the interest rate that arises when covenants are breached).

The Bank renegotiates loans to customers in financial difficulty to maximize collection and
minimize the risk of default. A loan forbearance is granted in cases where although the borrower
made all reasonable efforts to pay under the original contractual terms, there is a high risk of
default, or default has already bappened, and the borrower is expected to be able to meet the
revised terms. In most cases, the revised terms include an extension of the maturity of the loan,
changes to the timing of the cash flows of the loan (principal and interest repayment}, reduction
in the amount of cash flows due (principal and interest forgiveness} and amendments to
covenants. The Bank has an established forbearance policy applicable to corporate and retail
lending.

When a financial asset is modified, the Bank assesses whether this modification results in
derecognition. In accordance with the Bank’s policy, a modification results in derecognition when
it gives rise to substantially different terms. To determine if the modified terms are substantially
different from the original contractual terms, the Bank considers the following:

. Qualitative factors, such as contractual cash flows after modification are no longer SPPI,
change in currency or change of counterparty, the extent of change in interest rates,
maturity, and covenants. If these do not clearly indicate a substantial modification, then;

. A gquantitative assessment is performed to compare the present value of the remaining
contractual cash flows under the original terms with the contractual cash flows under the
revised terms, both amounts discounted at the original effective interest.

In case the financial asset is derecognized, the loss allowance for ECL is re-measured at the
date of derecognition to determine the net carrying amount of the asset at that date. The
difference between this revised carrying amount and the fair value of the new financial asset
with the new terms will lead to a gain or loss on derecognition. The new financial asset will have
a loss allowance measured based on 12-month ECL except in the rare occasions where the new
loan is considered to be originated- credit impaired. This applies only in the case where the fair
value of the new loan is recognized at a significant discount to its revised nominal amount
because there remains a high risk of default which has not been reduced by the modification.
The Bank monitors credit risk of modified financial assets by evaluating qualitative and
qguantitative information, such as if the borrower is in past due status under the new terms.

When the contractual terms of a financial asset are modified, and the modification does not
resuit in derecognition, the Bank determines if the financial asset’s credit risk has increased
significantly since initial recognition by comparing:

. The remaining lifetime PD estimated based on data at initial recognition and the original
contractual terms.
. The remaining lifetime PD at the reporting date based on the modified terms.

For financial assets modified as part of the Bank’s forbearance pelicy, where modification did
not result in derecognition, the estimate of PD reflects the Bank’s ability to collect the modified
cash flows taking into account the Bank’s previous experience of similar forbearance action, as
well as various behavioral indicators, including the borrower’s payment performance against the
modified contractual terms. If the credit risk remains significantly higher than what was
expected at initial recognition, the loss allowance will continue to be measured at an amount
equal to lifetime ECL. The loss allowance on forborne loans will generally only be measured
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based on 12-month ECL when there is evidence of the borrower’s improved repayment behavior
following modification leading to a reversal of the previous significant increase in credit risk.
Where a modification does not lead to derecognition, the Bank calculates the meodification
gain/loss comparing the gross carrying amount before and after the modification (excluding the
ECL allowance). Then the Bank measures ECL for the modified asset, where the expected cash
flows arising from the modified financial asset are included in calculating the expected cash
shortfalls from the original asset.

The Bank derecognizes a financial asset only when the contractual rights to the asset’s cash
flows expire (including expiry arising from a modification with substantially different terms), or
when the financial asset and substantially all the risks and rewards of ownership of the asset
are transferred to another entity. If the Bank neither transfers nor retains substantiaily all the
risks and rewards of ownership and continues to control the transferred asset, the Bank
recognizes its retained interest in the asset and an associated liability for the amounts it may
have to pay. If the Bank retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Bank continues to recognize the financial asset and any
collateralized borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable and the cumulative gain/loss
that has been recognized in OCI and accumulated in equity is recognized in profit or loss, with
the exception of equity investment designated as measured at fair value through other
comprehensive income, where the cumulative gain/loss previously recognized in OCI is not
subsequently reclassified to profit or loss.

Write-off

Financial assets are written off when the Bank has no reasonable expectations of recovering
them, such as failure by the customer to participate in a payment plan with the Bank. Moreover,
the Bank classifies funds or amounts due to be written off after all possible means of payment
have been exhausted. However, if the financing is/receivables are written off, the Bank
continues its enforcement activity in an attempt to recover the due receivables, which are
recognized in the consolidated statement of Profit or Loss upon recovery.

Presentation of Allowance for ECL in the Consolidated Statement of Financial Position
Loss allowances for ECL are presented in the statement of financial position as fellows:

. For financial assets measured at amortized cost: as a deduction from the gross carrying
amount of the assets;

. For debt instruments measured at fair value through other comprehensive income: no loss
allowance is recognized in the statement of financial position, as the carrying amount is at
fair value. However, the loss allowance is included as part of the revaluation amount in
the investments revaluation reserve.

. For loan commitments and financial guarantee contracts: as a provision; and

* Where a financial instrument includes both a drawn and an undrawn component, and the
Bank cannot identify the ECL on the loan commitment component separately from those
on the drawn component: the Bank presents a combined loss allowance for both
components, The combined amount is presented as a deduction from the gross carrying
amount of the drawn component. Any excess of the loss allowance over the gross amount
of the drawn component is presented as a provision,

Financial Liabilities and Equity
Debt and equity instruments issued are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangement.

A financial liability is a contractual obligation to deliver cash or another financial asset, or to
exchange financial assets or financial liabilities with another entity under conditions potentially
unfavorable to the Bank, or a contract that will or may be settled in the Bank’s own equity
instruments and is a non-derivative contract for which the Bank is or may be obliged to deliver
a variable number of its own equity instruments, or a derivative contract over own equity that
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will or may be settled other than by the exchange of a fixed amount of cash (or another financial
asset) for a fixed number of the Group’s own equity instruments.

Equity Instruments

Paid-up Capital

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by the Bank are recognized at the
proceeds received, net of direct issue costs.

Treasury Shares

Repurchase of the Bank’s own equity instruments is recognized and deducted directly in equity.
No gain or loss is recognized in the statement of Profit or Loss on the purchase, sale, issue or
cancellation of the Bank’s own equity instruments.

Compound Instruments

The component parts of compound instruments (e.g. convertible notes) issued by the Bank are
classified separately as financial liabilities and equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability and an equity instrument. A
conversion option that will be settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own equity instruments is an equity
instrument.

At the date of issue, the fair value of the liability component is estimated using the prevailing
market interest rate for similar non-convertible instruments, Moreover, non-closed related
embedded derivatives, if any, are separated first with the remainder of the financial liability
being recorded on an amortized cost basis, using the effective interest method until extinguished
upon conversion or at the instrument’s maturity date.

Financial Liabilities
Financial liabilities are classified as either financial liabilities ‘at fair value through the statement
of Profit or Loss or ‘other financial liabilities’.

Financial liabilities at Fair Value through the Statement of Profit or Loss

Financial liabilities are classified as at fair value through the statement of Profit or Loss when
the financial liability is (i} held for trading, or (ii} it is designated as at fair value through the
statement of Profit or Loss. A financial liability is classified as held for trading if:

. It has been incurred principally for the purpose of repurchasing it in the near term; or

. On initial recognition, it is part of a portfolio of identified financial instruments that the
Bank manages together and has a recent actual pattern of short-term profit-taking; or

» It is a derivative that is not designated and effective as a hedging instrument,

A financial liability, other than a financial liability held for trading, or contingent consideration
that may be paid by an acquirer as part of a business combination, may be designated as at fair
value through the statement of Profit or Loss upon initial recognition if:

. Such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

. The financial liability forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance
with the Bank’s documented risk management or investment strategy, and information
about the grouping is provided internally on that basis; or

. It forms part of a contract containing one or more embedded derivatives, and IFRS 9
permits the entire hybrid (combined) contract to be designated as at fair value through
the statement of Profit or Loss.

Financial liabilities at fair value through the statement of Profit or Loss are stated at fair value,
with any gains/losses arising on re-measurement recognized in the statement of Profit or Loss
to the extent that they are not part of a designated hedging relationship. The net gain/loss
recognized in profit or loss incorporates any interest paid on the financial liability and is included
in the ‘net income from other financial instruments at fair value through the statement of Profit
or Loss line item in the statement of Profit or Loss.
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However, for non-derivative financial liabilities designated as at fair value through profit or loss,
the amount of change in the fair value of the financial liability attributable to changes in the
credit risk of that liability is recognized in OCI, unless the recognition of the effects of changes
in the fiability’s credit risk in OCI would create or enlarge an accounting mismatch in profit or
loss. The remaining amount of change in the fair value of liability is recognized in profit or loss.
Moreover, changes in fair value attributable to a financial liability’s credit risk recognized in OCI
are not subsequently reclassified to profit or loss; instead, they are transferred to retained
earnings upon derecognition of the financial liability.

For issued loan commitments and financial guarantee contracts designated as at fair value
through profit or loss, all gains and losses are recognized in profit or loss.

In making the determination of whether recognizing changes in the liability’s credit risk in other
comprehensive income will create or enlarge an accounting mismatch in profit or loss, the Bank
assesses whether it expects that the effects of changes in the liability’s credit risk will be offset
in profit or loss by a change in the fair value of another financial instrument measured at fair
value through the statement of Profit or Loss.

Other Financial Liabilities

Other financial liabilities, including deposits and borrowings, are initially measured at fair value,
net of transaction costs. Other financial liabilities are subsequently measured at amortized cost
using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial liability
and of allocating interest expense over the relevant period. The EIR is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying amount on initial recognition. For details
on EIR, see the “net interest income section” above.

Derecognition of Financial Liabilities

The Bank derecognizes financial liabilities when, and only when, the Bank’s obligations are
discharged, cancelled or have expired. The difference between the carrying amount of the
financial liability derecognized and the consideration paid and payable is recognized in the
statement of Profit or Loss.

When the Bank exchanges with the existing lender one debt instrument into another one with
substantially different terms, such exchange is accounted for as an extinguishment of the
original financial liability and the recognition of a new financial liability. Similarly, the Bank
accounts for substantial modification of terms of an existing liability or part of it as an
extinguishment of the original financial liability and the recognition of a new liability. It is
assumed that the terms are substantially different if the discounted present value of the cash
flows under the new terms, including any fees paid net of any fees received and discounted
using the original effective rate, is at least (10) per cent different from the discounted present
value of the remaining cash flows of the original financial liability.

Derivative Financial Instruments

The Bank enters into a variety of derivative financial instruments, some of which are held for
trading while others are held to manage its exposure to interest rate risk, credit risk, and foreign
exchange rate risk. Held derivatives include foreign exchange forward contracts, interest rate
swaps, cross currency interest rate swaps, and credit default swaps.
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Derivatives are initially recognized at fair value at the date a derivative contract is entered into,
and are subsequently re-measured to their fair value at each balance sheet date. The resulting
gainfloss is recognized in profit or loss immediately unless the derivative is designated and
effective as a hedging instrument, in which event the timing of the recognition in profit or loss
depends on the nature of the hedge relationship. The Bank designhates certain derivatives as
either hedges of the fair value of recognized assets, liabilities or firm commitments (fair value
hedges), hedges of highly probable forecast transactions, hedges of foreign currency risk of firm
commitments (cash flow hedges), or hedges of net investments in foreign operations (net
investment hedges).

A derivative with a positive fair value is recognized as a financial asset whereas a derivative with
a negative fair value is recognized as a financial liability. A derivative is presented as a non-
current asset or a non-current liability if the remaining maturity of the instrument is more than
(12) months, and it is not expected to be realized or settled within (12) months. Other
derivatives are presented as current assets or current liabilities.

Embedded Derivatives

Derivatives embedded in financial liabilities or other non-financial asset host contracts are
treated as separate derivatives when their risks and characteristics are not closely related to
those of the host contracts, and the host contracts are not measured at fair value through profit
or loss.

An embedded derivative is presented as a non-current asset or a non-current liability if the
remaining maturity of the hybrid instrument to which the embedded derivative relates is more
than 12 months and is not expected to be realized or settled within (12) months. Other
embedded derivatives are presented as current assets or current liabilities.

Financial Guarantee Contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments
to reimburse the holder for a loss it incurs because a specified debtor fails to make payments
when due in accordance with the terms of a debt instrument.

Financial guarantee contracts issued by a group entity are initially measured at their fair values
and, if not designated as at fair value through profit or loss and not arising from a transfer of a
financial asset, are subsequently measured at the higher of:

The amount of the loss allowance determined in accordance with IFRS (9); and
. The amount initially recognized less, where appropriate, the cumulative amount of income
recegnized in accordance with the Bank’s revenue recognition policies.

Financial guarantee contracts not designated at fair value through profit or loss are presented
as provisions in the consolidated statement of financial position, and the re-measurement is
presented in other revenue.

The Bank has not designated any financial guarantee contracts as at fair value through profit or
loss.

Commitments to Provide a Loan at a Below-Market Interest Rate

Commitments to provide a loan at a below-market interest rate are initially measured at their
fair values and, if not designated as at fair value through profit or loss, are subsequently
reasured at the higher of: :

. The amount of the loss allowance determined in accordance with IFRS 9; and
The amount initially recognized less, where appropriate, the cumulative amount of income
recognized in accordance with the Bank’s revenue recognition policies.

Commitments to provide a ioan below market rate not designated at fair value through profit or

loss are presented as provisions in the consolidated statement of financial position, and the re-
measurement is presented in cther revenue.
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The Bank has not designated any commitments to provide a loan below market rate designated
at fair value through profit or loss.

Hedge Accounting

The Bank designates certain derivatives as hedging instruments in respect of foreign currency
risk and interest rate risk in fair value hedges, cash flow hedges, or hedges of net investments
in foreign operations, as appropriate. Hedges of foreign exchange risk on firm commitments are
accounted for as cash flow hedges. The Bank does not apply fair value hedge accounting of
portfolio hedges of interest rate risk. In addition, the Bank does not use the exemption to
continue using IAS (39) hedge accounting rules, i.e. the Bank applies IFRS 9 hedge accounting
rules in full.

At the inception of the hedge relationship, the Bank documents the relationship between the
hedging instrument and the hedged item, along with its risk management objectives and its
strategy for undertaking various hedge transactions. Furthermore, at the inception of the hedge
and on an ongoing basis, the Bank documents whether the hedging instrument is effective in
offsetting changes in fair values or cash flows of the hedged item attributable to the hedged
risk, which is when the hedging relationships meet all of the following hedge effectiveness
requirements:

. There is an economic relationship between the hedged item and the hedging instrument;
The effect of credit risk does not dominate the value changes that resuit from that
economic relationship; and

. The hedge ratio of the hedging relationship is the same as that resulting from the quantity
of the hedged item that the Bank actually hedges, and the quantity of the hedging
instrument that the Bank actually uses to hedge that quantity of the hedged item.

The Bank rebalances a hedging relationship in order to comply with the hedge ratio
requirements, when necessary. In such cases, discontinuation may apply to only part of the
hedging relationship. For example, the hedge ratio might be adjusted in such a way that some
of the volume of the hedged item is no longer part of a hedging relationship. Hence, hedge
accounting is discontinued only for the volume of the hedged item that is no longer part of the
hedging relationship.

If a hedging relationship ceases to meet the hedge effectiveness requirement relating to the
hedge ratio, but the risk management objective for that designated hedging relationship remains
the same, the Bank adjusts the hedge ratio of the hedging relationship (i.e. rebalances the
hedge) so that it meets the qualifying criteria again.

In some hedge relationships, the Bank designates only the intrinsic value of options. In this
case, the fair value change of the time value component of the option contract is deferred in
OCI, over the term of the hedge, to the extent that it relates to the hedged item and is
reclassified from equity to profit or loss when the hedged item does not result in the recognition
of a non-financial item. The Bank’s risk management policy does not include hedges of items
that result in the recognition of non-financial items, because the Bank’s risk exposures relate to
financial items only.

The hedged items designated by the Bank are time-period related hedged items. This means
that the amount of the original time value of the option that relates to the hedged item is
amortized from equity to profit or loss on a rational basis {e.g. straight- line) over the term of
the hedging relationship.
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In some hedge relationships, the Bank exciudes from the designation the forward element of
forward contracts or the currency basis spread of cross currency hedging instruments. In this
case, a similar treatment is applied to the one applied for the time value of options. The
treatment for the forward element of a forward contract and the currency basis element is
optional, and the option is applied on a hedge- by- hedge basis, unlike the treatment for the
time value of the options which is mandatory. For hedge relationships with forwards, or foreign
currency derivatives such as cross currency interest rate swaps, where the forward element or
the currency basis spread is excluded from the designation, the Bank generally recognizes the
excluded element in OCI,

The fair values of the derivative instruments used for hedging purposes and movements in the
hedging reserve are determined in equity.

Fair Value Hedges

The fair value change on qualifying hedging instruments is recognized in profit or loss except
when the hedging instrument hedges an equity instrument designated at fair value through
other comprehensive income in which case it is recognized in OCI. The Bank has not designated
fair value hedge relationships where the hedging instrument hedges an equity instrument
designated at fair value through other comprehensive income.

The carrying amount of a hedged item not already measured at fair value is adjusted for the fair
value change attributable to the hedged risk with a corresponding entry in profit or loss. For
debt instruments measured at fair value through other comprehensive income, the carrying
amount is not adjusted as it is already at fair value, but the part of the fair value gain or loss
on the hedged item associated with the hedged risk is recognized in profit or loss instead of OCIL.
When the hedged item is an equity instrument designated at fair value through other
comprehensive income, the hedging gain/loss remains in other comprehensive income to match
that of the hedging instrument.

Where hedging gains/losses are recognized in profit or loss, they are recognized in the same
line as the hedged item.

The Bank discontinues hedge accounting only when the hedging relationship (or a part thereof)
ceases to meet the qualifying criteria (after rebalancing, if applicable}. This includes instances
when the hedging instrument expires or is sold, terminated or exercised. The discontinuation is
accounted for prospectively. The fair value adjustment to the carrying amount of hedged items
for which the EIR method is used (i.e. debt instruments measured at amortized cost or at fair
value through other comprehensive income) arising from the hedged risk is amortized to profit
or loss commencing no later than the date when hedge accounting is discontinued.

Cash Flow Hedges

The effective portion of changes in the fair value of derivatives and other qualifying hedging
instruments that are designated and qualify as cash flow hedges is recognized in the cash flow
hedging reserve, a separate component of OCI, limited to the cumulative change in fair value
of the hedged item from inception of the hedge less any amounts recycled to profit or loss.

Amounts previously recognized in OCI and accumulated in equity are reclassified to profit or
loss in the periods when the hedged item affects profit or loss, in the same line as the recognized
hedged item. If the Bank no longer expects the transaction to occur, that amount is immediately
reclassified to profit or loss.

The Bank discontinues hedge accounting only when the hedging relationship (or a part thereof)
ceases to meet the qualifying criteria {(after rebalancing, if applicable). This includes instances
when the hedging instrument expires or is sold, terminated or exercised, or where the
occurrence of the designated hedged forecast transaction is no fonger considered to be highly
probable. The discontinuation is accounted for prospectively. Any gain/loss recognized in OCI
and accumulated in equity at that time remains in equity and is recognized when the forecast
transaction is ultimately recognized in profit or loss. When a forecast transaction is no longer
expected to occur, the gain/loss accumulated in equity is reclassified and recognized
immediately in profit or loss,
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Hedges of Net Investments in Foreign Operations

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges.
Any gain/loss on the hedging instrument relating to the effective portion of the hedge is
recognized in OCI and accumulated in the foreign currency translation reserve.

Gains and losses on the hedging instrument relating to the effective portion of the hedge
accumulated in the foreign currency translation reserve are reclassified to profit or loss in the
same way as exchange differences relating to the foreign operation as described above.

Property and Equipment

Property and equipment are measured at cost less accumulated depreciation and any
impairment. Property and equipment (except land) are depreciated when ready for use using
the straight-line method over their expected useful life.

The depreciation rates used are as follows:

%
Buildings 2-15
Equipment, furniture and fixtures 9-20
Vehicles 15
Computer 9-25
Lease Hold Improvement 9-10

When the recoverable amount of any property and equipment is less than its net book value, its
carrying amount is written down to its recoverable amount, and the amount of impairment is
recognized in the consolidated statement of Profit or Loss.

The useful life of property and equipment is reviewed at each year-end, and changes in the
expected useful life are treated as changes in accounting estimates.

An item of property and equipment is derecognized upon disposal, or when no future economic
benefits are expected from its use or disposal.

Projects under construction include the value of the work in progress and the expenses of the
related departments, and they are charged with their related direct costs and the costs deferred
until completion of the project.

Payments for the purchase of property and equipment.

Fair value

Fair value is defined as the price at which an asset is to be sold or paid to conver any of the
liabilities in a structured transaction between the market participants on the measurement date,
irrespective of whether the price can be realized directly or whether it is estimated using another
valuation technique. When estimating the fair value of an asset or liability, the Bank takes into
consideration, when determining the price of any asset or liability, whether market participants
are required to consider these factors at the measurement date. The fair value for measurement
and / or disclosure purposes in these financial statements is determined on the same basis,
except for measurement procedures that are similar to fair value procedures and are not fair
value such as fair value as used in IAS 36.
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In addition, fair value measurements are classified for the purposes of financial reporting to
levels (1), (2) or {3) based on the extent to which the inputs are clear concerning the fair vaiue
measurements and the importance of inputs to the full fair value measurements. These are as
follows:

Level (1) inputs: Inputs derived from quoted (unadjusted) prices of identical assets or
liabilities in active markets that an enterprise can obtain on the
measurement date;

Level (2) inputs: Inputs derived from data other than quoted prices used at level (1) and
observable for assets or liabilities, either directly or indirectly; and

Level (3) inputs:  Inputs to assets or liabilities that are not based on observable market prices.

Provisions

Provisions are recognized when the Bank has an obligation, at the date of the consolidated
statement of financial position, arising from a past event, and the costs to settle the obligation
are both probable and can be reliably measured.

Income Tax
Tax expense comprises of current tax and deferred taxes.

Current tax is based on taxable profits, which may differ from accounting profits published in
the financial statements. Accounting profits may include non-taxable profits or tax non-
deductible expenses which may be exempted in the current or subsequent financial years, or
accumulated losses that are tax acceptable or items not subject to deduction for tax purposes.

Tax is calculated based on tax rates and laws that are applicable in the Hashemite Kingdom of
Jordan.

Deferred tax is the tax expected to be paid or recovered due to temporary differences between
the assets or liabilities in the consolidated financial statements and the value on which the tax
profit is calculated. Deferred taxes are calculated using the commitment method of the
consolidated statement of financial position. Deferred taxes are calculated based on the tax
rates expected to be applied when the tax liability is settled or the deferred tax asset is realized.

The carrying values of deferred tax assets are reviewed at the date of the consolidated financial
statement and reduced to the extent that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be utilized.

Paid-up Capital

Cost of issuing or purchasing Bank’s shares

Any costs arising from the issue or purchase of the Bank's shares are charged to retained
earnings net of the tax effect of such costs, if any. If the issuance or purchase process is not
completed, these costs are recognized as an expense in the consolidated statement of Profit or
Loss,
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Managed Accounts for Customers

The accounts managed by the Bank on behalf of the customers are not considered assets of the
Bank. Fees and commissions for managing such accounts are presented in the consolidated
statement of Profit or Loss. A provision is booked for impairment of portfolios that are managed
for the benefit of customers on their capital.

Offsetting
Financia! assets and financial liabilities are offset, and the net amount reported in the

consolidated statement of financial position, when there is a legally enforceable right to offset
the recognized amounts, and the Bank intends to either settle them on a net basis, or to realize
the asset and settle the liability simultaneously.

Revenue Recognition and Recognition of Expenses

Income and expense recognition are recognized on an accrual basis except of the interest and
commission on non-performing credit facilities that are not recognized as income and are
credited to suspended interest and commissions.

Commissions are recognized as a revenue when rendering related services, and the companies’
shares earnings are recognized when realized (Approved by the General Assembly of
Shareholders).

Date of Recognition of Financial Assets
The purchase and sale of financial assets are recognized on the trade date (date of the Bank's
commitment to sell or buy financial assets).

Financial Derivatives and Hedge Accounting

Hedge Financial Derivatives

For hedge accounting purposes, financial derivatives are stated at fair value, and hedges are
classified as follows:

- Fair value hedges: These represent hedging the risk of the change in the fair value of
the Bank's assets and liabilities.

In case the effective fair value hedges are effective, profits and losses arising from the
valuation of a hedging instrument at fair value, and from the change in the fair value of
the hedged asset or liability, are recognized in the consolidated statement of Profit or Loss.

In the case of effective portfolio hedge conditions, profits or losses arising from revaluation
of the hedging instrument are recognized at fair value, and the fair value of the asset or
liability portfolio is recognized in the consolidated statement of Profit or Loss in the same
period.

- Cash flows hedges: These represent hedging the risk of the changes in the cash flows
of the Bank's current and expected assets and liabilities.

In the case of effective cash flow hedge conditions, the profits or losses on a hedging
instrument is recognized in the consolidated statement of comprehensive income and in
equity, and is transferred to the consolidated statement of Profit or Loss in the period in
which the hedged transaction affects the consolidated statement of Profit or Loss.
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Hedging for net investment in foreign units:

In case hedge conditions apply to net investment in foreign units, the fair value of the hedging
instrument is measured against the hedged net assets. If the relationship is effective, the
effective portion of the profits or losses on the hedging instrument is recognized in the
consolidated statement of comprehensive income and in shareholders’ equity, and the
ineffective portion is recognized in the consolidated statement of Profit or Loss, Moreover, the
effective portion is recognized in the consolidated statement of Profit or Loss when the
investment in the foreign investee is sold.

- For hedges that do not qualify for effective hedging, gains or losses arising from changes
in the fair value of the hedging instrument are recognized in the consolidated statement

of Profit or Loss in the same period.

Derivatives for Trading

The fair value of derivative financial instruments held for trading (such as future foreign
exchange contracts, future interest contracts, swaps contracts, foreign exchange rate option
rights) is recognized in the consolidated statement of financial position. Moreover, fair value is
determined at the prevailing market prices. If these prices are not available, the assessment
method should be mentioned, and the amount of changes in fair value should be recognized in
the consolidated statement of Profit or Loss.

Repurchase and Resale Agreements

- Assets sold with a simultaneous commitment to repurchase at a specified future date
{repos) will continue to be recognized in the Bank’s consaolidated financial staterments. This
is due to the Bank's continuing control of these assets and the fact that exposure to the
risks and rewards of these assets remains with the Bank. These assets continue to be
evaluated in accordance with the applied accounting policies (where the buyer has the
right to use these assets (sell or re-lien), they are reclassified as lined financial assets).
The proceeds of the sale are recorded under loans and borrowings. The difference between
the sale and the repurchase price is recognized as an interest expense over the agreement
term, using the effective interest rate method.

- Assets purchased with a corresponding commitment to resell at a specified future date
(reverse repos) are not recognized in the Bank’s consolidated financial statements since
the Bank is not able to control these assets or the associated risks and benefits. The related
payments are recognized as part of deposits at banks and financial institutions or direct
credit facilities as applicable, and the difference between the purchase and resale price is
recognized as interest income over the agreement term, using the effective interest rate
method.
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Assets Seized by the Bank

Assets seized by the Bank through calling upon collateral are shown in the consolidated
statement of financial position under “other assets” at the lower of their carrying value or fair
value. These assets are revalued at the date of the consolidated financial statements on an
individual basis, and losses from impairment are transferred directly to the consolidated profit

or loss statement, while revaiuation gains are not recognized as income. Reversal of previous
impairment losses shall not result in a carrying value that exceeds the carrying amount that
would have been determined had no impairment been charged to the consolidated Profit or Loss
statement and loss been recognized for the asset in prior years.

Since the beginning of 2015, a gradual provision has been taken for real estate acquired in
exchange for debts and whose acquisition has exceeded 4 years, pursuant to the Central Bank
of Jordan’s Circular No 15/1/4076 dated March 27, 2014 and Circular No. 10/1/2510 dated
February 14, 2017. Moreover, the Central Bank of Jordan has issued Circular No. 10/1/13967
dated October 25, 2018, approving the extension of Circular No. 10/1/16607 dated December
17, 2017, in which it confirmed postponement of the calculation of the allowance until the end
of the year 2019. Pursuant to the Central Bank of Jordan’s Circular No. 10/1/16239 dated
November 21, 2019, deductions shall be made for the provisions required against the seized
real estate at a rate of 5% from the total book value of these properties (regardless of the
violation period) starting from the year 2021 until the required percentage has been reached,
i.e. 50% of the value of these properties by the end of the year 2029.

Intangible Assets

- Intangible assets acquired through business combinations are recorded at their fair value
on that date. Other intangible assets are measured on initial recognition at cost.

- Intangible assets are classified based on the assessment of their useful life to definite and
indefinite lives. Intangible assets with definite lives are amortized over their useful economic
life, while intangible assets with indefinite useful lives are assessed for impairment at each
reporting date, and impairment loss is charged to the consolidated Profit or Loss statement.

- Internally generated intangible assets are not capitalized, but rather expensed in the
consolidated Profit or Loss statement.

- Indications of impairment of intangible assets are reviewed, and their useful economic lives
are reassessed at each reporting date. Adjustments are reflected in the current and

subsequent periods.

- Other intangible assets consist of computer software, and key-money is amortized using
the straight -line method at an annual rate of 20%.
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Foreign Currencies

For the purpose of the consolidated financial statements, the results and financial position of
each entity of the Group are presented in the functional currency unit of the Bank and the

presentation currency of the consolidated financial statements.

The stand-alone financial statements of the Bank's subsidiaries are prepared. Moreover, the
stand-alone financial statements of each entity of the Group are presented in the functional
currency with which it operates. Transactions in currencies other than the functional currency
of the Bank are recorded at the rates of exchange prevailing at the dates of those transactions.
At the balance sheet date, financial assets and liabilities denominated in foreign currencies are
translated at the rates of exchange prevailing at that date. Non-monetary items carried at fair
value and denominated in foreign currencies are translated at the exchange rates at the date
the fair value is determined. Non-monetary items measured at historical cost in a foreign

currency are not reclassified.

Exchange differences are recognized in the consolidated statement of Profit or Loss in the period

in which they arise except for:

. Foreign exchange differences on transactions made in order to hedge foreign exchange
risk.
. Foreign exchange differences on monetary items required to / from a foreign operation

that are not planned to be settled, are unlikely to be settled in the near future (and
therefore, these differences form part of the net investment in the foreign operation), and
are initially recognized in the comprehensive Profit or Loss statement and reclassified from

equity to the Profit or Loss statement when selling or partially disposing of net investment.

In order to present the consolidated financial statements, the assets and liabilities of the Bank's
foreign operations are transiated at the rates of exchange prevailing at the statement of financia!
position date. Income is also converted to average exchange rates for the period, unless
exchange rates change significantly during that period, in which case the exchange rates are
used on the date of the transactions. The resulting exchange differences, if any, are recognized
in the consolidated statement of other comprehensive income and stated in a separate line item
of equity.
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When foreign operations are disposed of (i.e. disposal of the Bank’s entire share from foreign
operations, or results from the loss of control of a subsidiary in foreign operations, or partial
exclusion by its share in a joint arrangement, or an associate company of a foreign nature in
which the share held is a financial asset), all foreign exchange differences accumulated in a
separate item under equity in respect of that transaction attributable to the Bank owners are
reclassified to the consclidated statement of Profit or Loss.

In respect of the partial disposal of a subsidiary involving foreign operations that do not result
in the Bank losing control of the subsidiary, its share of the accumulated exchange differences
is credited to net comprehensive income at a rate that is derecegnized and not recognized in
the consolidated statement of Profit or Loss. For all other partial liquidation (such as partial
liquidation of associates or joint ventures that do not result in the Bank losing significant
influence or joint control), the share of accumulated exchange differences is reclassified to the
consolidated statement of Profit or Loss.

Leases
Leases are classified as finance leases when the terms of the lease provide for substantially all
the risks and rewards of ownership of the lessee. All other leases are classified as operating
leases.

Lease Contracts

The Bank as a Lessee

The Bank assesses whether the contract contains lease when starting the contract. Moreover,
the Bank recognizes the right-of-use assets and the corresponding lease obligations in relation
to all lease arrangements to which the lessee is a party, except for short-term lease contracts
(defined as leases of 12 months or less) and low-value asset leases. For these contracts, the
Bank recognizes the lease payments as an operating expense on a straight-line basis over the
period of the lease, unless another regular basis is more representative of the time pattern in
which the economic benefits from the leased assets are utilized.

The lease obligation is initially measured at the present value of the lease payments that were
not paid on the start date of the lease, and is discounted using the price implicit in the lease. If
this rate cannot be easily determined, the Bank uses its additional expected rate.

The lease payments included in the rental obligation measurement include:

s Fixed rental payments (essentially including fixed payments), minus accrued receivable rental
incentives;

e Variable rental payments that depend on an index or rate, initially measured using the
indicator or the rate at the date the contract begins;

» The amount expected to be paid by the lessee under the residual vailue guarantees;

+ The price of the exercise of purchase options, if the lessee is reasonably certain of the exercise
of the options; and

» Payment of the contract termination fines, if the lease reflects the exercise of the lease
termination option.

Rentai obligations are presented as a separate note in the consolidated statement of financial
position.
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Subsequently, lease obligations are measured by increasing the book value to reflect the
interest in the rental obligations (using the effective interest method) and by reducing the
book value to reflect the rental payments paid.

The lease obligations (and a similar adjustment to the related right-of-use assets) are
re-measured whenever:

« The lease term has changed, or there is an event or important change in the conditions that
lead to a change in the exercise of the purchase option assessment, in which case the lease
obligations are re-measured by deducting the adjusted lease payment using the adjusted
discount rate.

+ Lease payments change due to changes in an index, rate, or change in expected payments
under the guaranteed residual value, in which cases the lease obligation is re-measured by
deducting the modified rental payments using a non-variable discount rate (unless the rental
payments change due to a change in the floating interest rate. In this case, the adjusted
discount rate is used.

« The lease contract is adjusted, and the lease amendment is not accounted for as a separate
lease, in which case the lease obligation is re-measured based on the duration of the adjusted
lease contract by deducting the adjusted rental payments, using the adjusted discount rate
at the actual price at the date of the amendment.

The right-of-use assets are depreciated over the life of the lease or the useful life of the asset
(whichever is shorter). If the lease contract transfers the ownership of the underlying asset or
the cost of the right to use, which reflects that the company expects to exercise the purchase
option, then the relevant value of the right to use is depreciated over the useful life of the asset.
Depreciation begins on the date the commencement of the lease.

The right-of-use assets are presented as a separate note in the consolidated statement of
financial position.

The Bank applies International Accounting Standard (36} to determine whether the value of the
right to use has decreased its value and calculates any impairment losses as described in the
policy of "property and equipment”,

Variable rents that are not dependent on an index or rate are not included in the measurement
of lease obligations and right-of-use assets. Related payments are recognized as an expense in
the period in which the event or condition that leads to these payments occurs and are included
in "Other Expenditures” in the statement of profit or loss.

The Bank as a Lessor
The Bank enters into lease contracts as a lessor regarding some investment properties.

Leases in which the Bank is a lessor are classified as operating or finance leases. In the event
that the terms of the lease contract transfer all risks and rewards of ownership to the lessee,
the contract is classified as a finance lease, and all other leases are classified as operating leases,

When the Bank is an intermediary lessor, it represents the main lease and sub-contract as two
separate contracts. The sublease contract is classified as a finance or operating lease by
reference to the original right of use arising from the main lease.

Rental income from operating leases is recognized on a straight-line basis over the period of the
relevant lease. The primary direct costs incurred in negotiating and arranging an operating lease
are added to the book value of the leased asset and are recognized on a straight-line basis over
the lease term.
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The amounts due from the lessee under finance leases are recognized as receivables with the
amount of the company's net investment in the rental contracts. Finance lease income is
allocated to accounting periods to reflect a constant periodic rate of return on the Bank’s existing
net investment with respect to lease contracts.

When the contract includes leasing components and other cbmponents other than leasing, the
Bank applies IFRS 15 to distribute the amounts received or to be received under the contract
for each component.

The Bank as a Lessor,
Under finance lease contracts, the amounts due from the lessee are recognized as receivables
at the net investment amount in the lease contracts. Moreover, the finance lease income is
allocated to accounting periods to reflect a constant periodic return on the net investment as
regards rental leases.

Operating lease income is recognized using the straight-line method over the life of the lease.
The initial direct costs incurred in the discussion and arrangement of the operating contract are
added to the carrying amount of the leased assets and recognized in accordance with the
straight-line method over the lease term.

The Bank as a Lessee

Assets acquired through leases are recognized on initial recognition at their fair value at the
inception of the lease or at the present value of the minimum lease payments, whichever is
lower. Financial leasing liabilities are recorded at the same value. These obligations are
presented in the statement of financial position as finance lease liabilities.

The lease payments are distributed between the financing expenses and the decreasing of the
financial lease liabilities in order to achieve a fixed rate of interest on the remaining balance of
the lease liabilities. Direct financing expenses are recognized in the consolidated statement of
profit or loss,

Operating lease payments are recognized as an expense on a straight-line basis over the life of
the lease, except in situations there is another regular basis that is more representative of the
time pattern in which the economic benefits are utilized from the leased asset. Moreover,
contingent lease payments arising from operating leases are recognized as an expense in the
period in which they are incurred. In the event that lease incentives are received to enter into
an operating lease, these incentives are recognized as an obligation. The overall interest of
incentives is recognized as a reduction in the lease expense on a straight-line basis, unless there
is a systematic basis that is more representative of the time pattern in which economic benefits
from the leased assets are utilized.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash balances with central banks and
balances with banks and financial institutions that mature within three months, less banks’ and
financial institutions’ deposits that mature within three months and restricted balances.
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3. Application of New and Amended International Financial Reporting Standards

a. Amendments that did not have a material impact on the Bank's consolidated financial statements:

The following new and revised IFRSs, which are effective for annual periods beginning on or after
January 1, 2020 or later, have been adopted in the preparation of the Bank's consolidated financial
statements. These new and revised IFRSs have not materially affected the amounts and
disclosures in the consolidated financial statements for the year and prior years, which may have
an impact on the accounting treatment of future transactions and arrangements:

New and revised standards

Amendments to new and revised IFRSs

Amendments to IFRS 9 Financial
Instruments, IAS 39 Financial
Instruments: Recognition and
Measurement and IFRS 7 Financial

Instruments Disclosures relating to interest
rate benchmark reform

Amendment to IFRS 3 Business
Combinations relating to definition of a
business

The changes modify specific hedge accounting
requirements so that entities would apply those
hedge accounting requirements assuming that the
interest rate benchmark on which the hedged cash
flows and cash flows from the hedging instrument
are based will not be altered as a result of interest
rate benchmark reform;

The changes are not intended to provide relief from
any other consequences arising from interest rate
benchmark reform {if a hedging relationship no
longer meets the requirements for hedge
accounting for reasons other than those specified
by the amendments, discontinuation of hedge
accounting is required}; and

The changes require specific disclosures about the
extent to which the entities' hedging relationships
are affected by the amendments.

The amendments in Definition of a Business
(Amendments to IFRS 3) are changes to Appendix
A Defined terms, the application guidance, and the
illustrative examples of IFRS 3 only. They:

clarify that to be considered a business, an
acquired set of activities and assets must
include, at a minimum, an input and a
substantive process that together significantly
contribute to the ability to create outputs;

narrow the definitions of a business and of
outputs by focusing on goods and services
provided to customers and by removing the
reference to an ability to reduce costs;

add guidance and illustrative examples to help
entities assess whether a substantive process
has been acquired;

remove the assessment of whether market
participants are capable of replacing any
missing inputs or processes and continuing to
produce outputs; and

add an optional concentration test that permits
a simplified assessment of whether an
acquired set of activities and assets is not a
business.
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New and revised standards

Amendments to new and revised IFRSs

Amendments to References to -the
Conceptual Framework in IFRS Standards -
amendments to IFRS 2 Share-based
payment, IFRS 3 Business Combinations,
IFRS 6 Exploration for and Evaluation of
Mineral Resources, IFRS 14 Regulatory
Deferral Accounts, IAS 1 Presentation of
Financial Statements, IAS & Accounting
Policies, Changes in Accounting Estimates
and Errors, IAS 34 Interim Financial
Reporting, TIAS 37 Provisions, Contingent
Liabilities and Contingent Assets, IAS 38
intangible Assets, IFRIC 12 Service
Concession Arrangements, IFRIC 19
Extinguishing of Financial Liabilities with
Equity Instruments, IFRIC 20 Stripping
Costs in the Production Phase of a Surface
Mine, IFRIC 22 Foreign Currency
Transactions and Advance Consideration,
and SIC-32 Intangible Assets — Web Site
Costs to update those pronouncements
with regard to references to and quotes
from the framework or to indicate where
they refer to a different version of the
Conceptual Framework

Amendments to IAS 1 Presentation of
Financial Statements and IAS 8 Accounting
Policies, Changes in Accounting Estimates
and Errors relating to definition of material

Amendments to IFRS 16 Leases relating to
Covid-19-Related Rent Concessions

The

Group has adopted the amendments to IFRS

2, IFRS 6, IFRS 15, 1AS 1, IAS 8, IAS 34, IAS 37,

IAS
and

38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22,
SIC 21 in the current year.

Three new aspects of the new definition should
especially be noted:

The

Obscuring. The existing definition only focused
on omitting or misstating information,
however, the Board concluded that obscuring
material information with information that can
be omitted can have a similar effect. Although
the term obscuring is new in the definition, it
was already part of IAS 1 (IAS 1.30A).

Could reasonably be expected to influence. The
existing definition referred to 'could influence’
which the Board felt might be understood as
requiring too much information as almost
anything ‘could’ influence the decisions of
some users even if the possibility is remote.

Primary users. The existing definition referred
only to 'users' which again the Board feared
might be understood too broadly as requiring
to consider all possible users of financial
statements when deciding what information to
disclose.

amendment provides lessees with an

exemption from assessing whether a COVID-19-
related rent concession is a lease modification.
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b.

New and revised IFRS in issue but not yet effective and not early adopted

The Rank has not adopted the following new and amended IFRSs issued but not yet effective as

of the date of the consolidated financial statements with its details as follows:

New and revised standards

Effective for
annual periods
beginning on or

after

Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9
Financial Instruments, IAS 39 Financial Instruments: Recognition and
Measurement, IFRS 7 Financial Instruments Disclosures, IFRS 4
Insurance Contracts and IFRS 16 Leases)

The amendments in Interest Rate Benchmark Reform — Phase 2
(Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16) introduce a
practical expedient for modifications required by the reform, clarify that hedge
accounting is not discontinued solely because of the IBOR reform, and
introduce disclosures that allow users to understand the nature and extent of
risks arising from the IBOR reform to which the entity is exposed to and how
the entity manages those risks as well as the entity’s progress in transitioning
from IBORs to alternative benchmark rates, and how the entity is managing
this transition.

Amendments to IFRS 3 Business Combinations relating to Reference
to the Conceptual Framework

The amendments update an outdated reference to the Conceptual Framework
in IFRS 3 without significantly changing the requirements in the standard.

Amendments to IAS 16 Property, Plant and Equipment relating to
Proceeds before Intended Use

The amendments prohibit deducting from the cost of an item of property, plant
and equipment any proceeds from selling items produced while bringing that
asset to the location and condition necessary for it to be capable of operating
in the manner intended by management. Instead, an entity recognises the
proceeds from selling such items, and the cost of producing those items, in
profit or loss.

Amendments to IAS 37 Provisions, Contingent Liabilities and
Contingent Assets relating to Onerous Contracts - Cost of Fulfilling a
Contract

The amendments specify that the ‘cost of fulfilling” a contract comprises the
‘costs that relate directly to the contract’. Costs that relate directly to a
contract can either be incremental costs of fulfilling that contract (examples
would be direct labour, materials) or an allocation of other costs that relate
directly to fulfilling contracts (an example would be the allocation of the
depreciation charge for an item of property, plant and equipment used in
fulfilling the contract}.

Annual Improvements to IFRS Standards 2018 - 2020

Makes amendments to the following standards:

« IFRS 1 First-Time Adoption of International Financial Reporting Standards
- The amendment permits a subsidiary that applies paragraph D16(a) of
IFRS i to measure cumulative translation differences using the amounts
reported by its parent, based on the parent’s date of transition to IFRSs.

« IFRS 9 Financial Instruments - The amendment clarifies which fees an
entity includes when it applies the ‘10 per cent’ test in paragraph B3.3.6
of IFRS 9 in assessing whether to derecognise a financial liability, An
entity includes only fees paid or received between the entity (the
borrower) and the lender, including fees paid or received by either the
entity or the lender on the other’s behalf.

« IFRS 16 Lleases - The amendment to Illustrative Example 13
accompanying IFRS 16 removes from the example the illustration of the
reimbursement of leasehold improvements by the lessor in order to
resolve any potential confusion regarding the treatment of |ease
incentives that might arise because of how lease incentives are illustrated
in that example.
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New and revised standards

Effective for
annual periods
beginning on or

after

e [AS 41 Agriculture — The amendment removes the requirement in
paragraph 22 of IAS 41 for entities to exclude taxation cash flows when
measuring the fair value of a biological asset using a present value
technique.

Amendments to IAS 1 Presentation of Financial Statements relating
to Classification of Liabilities as Current or Non-Current

The amendments aim to promote consistency in applving the requirements by
helping companies determine whether, in the statement of financial position,
debt and other liabilities with an uncertain settlement date should be classified
as current (due or potentially due to be settled within one year) or non-
current.

Amendments to IFRS 4 Insurance Contracts Extension of the
Temporary Exemption from Applying IFRS 9

The amendment changes the fixed expiry date for the temporary exemption
in IFRS 4 from applying IFRS 9 Financial Instruments, so that entities would
be required to apply IFRS 9 for annual periods beginning on or after 1 January
2023.

IFRS 17 Insurance Contracts

IFRS 17 requires insurance liabilities to be measured at a current fulfillment
value and provides a more uniform measurement and presentation approach
for all insurance contracts. These requirements are designed to achieve the
goal of a consistent, principle-based accounting for insurance contracts. IFRS
17 supersedes IFRS 4 Insurance Confracts as of 1 January 2023.

Amendments to IFRS 17 Insurance Contracits

Amends IFRS 17 to address concerns and implementation challenges that
were identified after IFRS 17 Insurance Contracts was published in 2017,
The main changes are:

« Deferral of the date of initial application of IFRS 17 by two years to
annual periods beginning on or after 1 January 2023.

* Additional scope exclusion for credit card contracts and similar
contracts that provide insurance coverage as well as optional scope
exclusion for loan contracts that transfer significant insurance risk.

e Recognition of insurance acquisition cash flows relating to expected
contract renewals, including transition provisions and guidance for
insurance acquisition cash flows recognised in a business acquired in a
business combination.

« Clarification of the application of IFRS 17 in interim financial statements
allowing an accounting policy choice at a reporting entity level.

o (Clarification of the application of contractual service margin {(CSM)
attributable to investment-return service and investment-related
service and changes to the corresponding disclosure requirements.

+ Extension of the risk mitigation option to include reinsurance contracts
held and non-financial derivatives.

« Amendments to require an entity that at initial recognition recognises
losses on onerous insurance contracts issued to also recognise a gain
on reinsurance contracts held.

o Simplified presentation of insurance contracts in the statement of
financial position so that entities would present insurance contract
assets and liabilities in the statement of financial position determined
using portfolios of insurance contracts rather than groups of insurance
contracts.

« Additional transition relief for business combinations and additional
transition relief for the date of application of the risk mitigation option
and the use of the fair value transition approach.
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Effective for
annual periods
beginning on or

New and revised standards after
Amendments to IFRS 10 Consolidated Financial Statements and IAS Effective date
28 Investments in Associates and Joint Ventures (2011} relating to  deferred indefinitely.
the treatment of the sale or contribution of assets from and investor Adoption is still
to its associate or joint venture permitted.

Management expects to apply these new standards, interpretations, and amendments to the
consolidated financial statements of the Bank when they are applicable. Moreover, the adoption
of these new standards, interpretations, and amendments may have no material impact on the
Bank's consolidated financial statements in the initial application period.

Significant Accounting Judgments and key Sources of Uncertainty Estimates

Preparation of the consolidated financial statements and application of the accounting policies
require the Bank’s management to make judgments, estimates, and assumptions that aftect the
amounts of financial assets and financial liabilities and to disclose potential liabilities. Moreover,
these estimates and judgments affect revenues, expenses, provisions, in general, expected
credit losses, as well as changes in fair value that appear in the consolidated statement of
comprehensive income and within shareholders' equity. In particular, the Bank's management
requires judgments to be made to estimate the amounts and timing of future cash flows. These
estimates are necessarily based on multiple hypotheses and factors with varying degrees of
estimation and uncertainty. Meanwhile, the actual results may differ from estimates due to the
changes arising from the conditions and circumstances of those estimates in the future.

Judgments, estimates, and assumptions are reviewed periodically. Moreover, the effect of the
change in estimates is recognized in the financial period in which the change occurs if the change
affects only the financial period. On the other hand, the effect of the change in estimates is
recognized in the financial period in which the change occurs and in future periods if the change
affects the financial period and future financial periods. Management believes that its estimates
in the consolidated financial statements are reasonable. The details are as follows:

Signification Judgement for the Implementation of the Bank'
The following are the key judgements, other than the estimates (disclosed below), which
has been used by the management in the implementation of the Bank’s accounting policies
that has a significant impact on the recognized amounts in the consolidated financial
statements.

Evaluation of the business model

The classification and measurement of financial assets depend on the resuits of the principal,
interest payments test on the principal outstanding, and the business model test. The Bank
defines a business model at a tevel that reflects how the groups of financial assets are managed
together to achieve a particular business objective. This assessment includes judgment that
reflects all relevant evidence, including how to assess the performance of the assets and
measure their performance, the risks that affect the performance of assets and how they are
managed, and how asset managers are compensated. The Bank monitors financial assets
measured at amortized cost or fair value through other comprehensive income and derecognized
before maturity to understand the reason for derecognition, and whether the reasons are
consistent with the objective of the business held. In this respect, control is part of the Bank’s
continuous assessment of whether the business model under which the remaining financial
assets are retained is appropriate, and whether it is inappropriate if there is a change in the
business model, and therefore, a future change is made in the classification of those assets.

Significant increase in credit risk

The expected credit loss is measured as an allowance equivalent to the expected credit loss of
12 months for the assets of the first stage, or the credit loss over the life of the assets of the
second or third stage. The asset moves to the second stage if credit risk increases significantly
since initial recognition. IFRS (9) does not specify what constitutes a significant increase in credit
risk. In assessing whether the credit risk of any asset has increased significantly, the Bank takes
into account reasonable and reliable quantitative and qualitative information. The estimates
used by the Bank's management concerning the significant change in credit risk that result in a
chag}ge in the classification within the three stages (1, 2 and 3) are shown in details in note
(40).
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Establishing aroups of assets with similar credit risk characteristics

When the expected credit losses are measured on a collective basis, the financial instruments
are grouped on the basis of common risk characteristics (e.g. instrument type, credit risk,
coilateral type, initial recognition date, remaining maturity period, industry, borrower's
geographic location, etc.). The Bank monitors the appropriateness of credit risk characteristics
on an ongoing basis to assess whether they are still similar. This is required to ensure that, in
the event of a change in the credit risk characteristics, the asset is properly reallocated. This
may result in the creation of new portfolios or the transfer of assets to an existing portfolio that
better reflects the credit risk characteristics of that group of assets.

Re-division of portfolios and movements between portfolios

The re-division of portfolios and movements between portfolios is more common when credit
risk increases significantly (or when such a large increase is reflected). Therefore, assets are
transferred from expected credit losses of between (12) months to another portfolio or vice
versa. However, this may happen within the portfolios that continue to be measured on the
same basis as expected credit losses for a 12-month period or a lifetime, but the amount of the
expected credit loss changes due to the varying credit risks of portfolios.

Models and assumptions used

The Bank uses various models and assumptions in measuring the fair value of financial assets
as well as in assessing the expected credit loss described in note (40). The judgment is applied
when determining the best models for each type of asset as well as for the assumptions used in
those models, which include assumptions regarding the main drivers of credit risk.

a. Classification and measurement of financial assets and liabilities
The Bank classifies financial instruments or components of financial assets at initial
recognition either as a financial asset or a financial liability, or as an equity instrument in
accordance with the substance of the contractual agreements and the definition of the
instrument. The reclassification of a financial instrument is subject to the substance of the
financial statements and not to its legal form.

The Bank shall determine the classification at initial recognition and reassess such
determination, if possible and appropriate, at each date of the consolidated statement of
financial position.

When measuring financial assets and liabilities, certain assets and liabilities of the Bank are
re-measured at fair value for financial reporting purposes. In assessing the fair value of any
assets or liabilities, the Bank uses available observable market data. In the absence of Tier
1 inputs, the Bank conducts evaluations using professionally qualified independent
evaluators. Moreover, the Bank works closely with qualified external evaluators to develop
appropriate valuation and data valuation techniques.

b. Fair value measurement

If the fair values of financial assets and financial liabilities included in the consolidated
statement of financial position cannot be obtained from active markets, these fair values
are determined using a range of valuation techniques involving the use of accounting
models. If possible, the entered data for those models will be extracted from the market
data. In the absence of such market data, fair values are determined by making judgments.
These provisions include liquidity considerations and model data such as derivative volatility,
longer-term discount rates, pre-payment ratios and default rates on asset-backed
securities. Management believes that the valuation techniques used are appropriate to
determine the fair value of financial instruments.

c. Derivative financial instruments

The fair values of derivative financial instruments measured at fair value are generally
obtained by reference to quoted market prices, discounted cash flow models and, where
appropriate, recognized pricing models. In the absence of prices, fair values are determined
using valuation techniques that reflect observable market data. These techniques include
comparison with similar instruments at observable market prices, discounted cash flow
analysis, pricing option models, and other valuation techniques commonly used by market
participants. The main factors that Management takes into consideration when applying the
model are:

- The expected timing and probability of future cash flows on the instrument where such
cash flows are generally subject to the terms of the instrument, although Management’s
judgment may be required where the counterparty's ability to repay the instrument in
accordance with contractual terms is in doubt; and
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- An appropriate discount rate for the instrument. Management determines the
instrument discount rate at a rate higher than the non-risk rate. In assessing the
instrument by reference to comparative instruments, Management considers the
maturity, structure, and degree of classification of the instrument based on the system
in which the existing position is compared. When evaluating tools on a model basis
using the fair value of the main components, Management also considers the need to
make adjustments for a number of factors, such as bid differences, credit status,
portfolio service costs, and uncertainty about the model.

Determining the duration of the lease

When determining the duration of the lease, management takes into account all the facts and
circumstances that create an economic incentive extension option, or no termination option.
Extension options {or periods following termination options) are included only in the lease
term if the lease is reasonably assured that it will be extended (or not terminated). The
evaluation is reviewed in the event of a significant event or significant change in the
circumstances affecting this assessment that are under the control of the tenant.

Key Sources of Uncertainty Fstimates
The principal estimates used by Management in applying the Bank's accounting policies that

have the most significant effect on the amounts recognized in the consolidated financial
statements are as follows:

Determining the number and relative weight of scenarios of the outlook for each type of
product / market and the identification of future information relevant to each scenario

When measuring the expected credit loss, the Bank uses reasonable and supported future
information based on the assumptions of the future movement of the various economic
engines and how these affect each other.

Probability of default
The potential for default is a key input in measuring the expected credit loss. The probability

of default is an estimate of the probability of default over a given period of time, which
includes the calculation of historical data, assumptions, and expectations relating to future
circumstances.

Loss given default
Loss given default is an estimate of the loss arising from default. It is based on the difference

between the contractual cash flows due and those that the financer expects to collect, taking
into account cash flows from collateral and integrated credit adjustments.

Fair value measurement and valuation procedures

When estimating the fair value of financial assets and financial liabilities, the Bank uses
available observable market data. In the absence of level (1) inputs, the Bank conducts
evaluations using appropriate valuation models to determine the fair value of financial
instruments.

Provision for expected credit losses

Management is required to use significant judgments and estimates to estimate the amounts
and timing of future cash flows and assess the risks of a significant increase in credit risk for
financial assets after initial recognition and future measurement information for the expected
credit losses. The most important policies and estimates used by the Bank's management are
detailed in Note (40).

Impairment of Seized Assets

Impairment in the value of properties acquired is recognized based on recent real estate
valuations by qualified independent evaluators for calculating the asset impairment, which is
reviewed periodically. As of the beginning of the year 2015, a gradual provision has been
taken for real estate acquired in exchange for debts and whose acquisition has exceeded 4
years, according to the Central Bank of Jordan's Circular No 15/1/4076 dated March 27, 2014
and Circular No. 10/1/2510 dated February 14, 2017. In this respect, the Central Bank of
Jordan has issued Circular No. 10/1/13967 dated October 25, 2018, approving the extension
of Circular No. 10/1/16607 dated December 17, 2017, and confirming postponement of the
calculation of the provision until the end of the year 2019. According to the Central Bank of
Jordan’s Circular No. 10/1/16239 dated November 21, 2019, deduction of the required
. provisions against the acquired real estate will continue at a rate of 5% of the total book
value of these properties (regardless of the violation period} from the year 2021 until the
required percentage is reached (50% of these properties by the end of the year 2029).
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Productive lifespan of tangible assets and intangible assets
The Bank’s management periodically recalculates the useful lives of tangible assets and
intangible assets for calculating annual depreciation and amortization based on the general
condition of those assets and estimated future useful lives. The impairment loss is recognized
in the consolidated statement of profit or loss for the year.

Income tax
The fiscal year is charged with income tax expense in accordance with accounting regulations,
laws, and standards. Moreover, deferred tax assets, liabilities, and provision are recognized.

Provision for lawsuits

A provision for lawsuits is taken to meet any legal obligations that might arise based on the
legal study prepared by the Bank's legal advisor. The study identifies risks that might occur
in the future and is reviewed periodically.

Assets and liabilities at cost

Management periodically reviews the assets and liabilities at cost for estimating any
impairment in value, which is recognized in the consolidated statement of Profit or Loss for
the year.

Lease Extension and Termination Options

Extension and termination options are included in a number of leases. These conditions are
used to increase operational flexibility in terms of contract management. Most of the held
extension and termination options are renewable by both the Bank and the lessor.

Discounting rental payments
Lease payments are discounted using the Bank's incremental borrowing rate ("IBR").
Management applied the judgments and estimates to determine the incremental borrowing
rate at the start of the lease

Listing the Future Qutlook Information:

The Bank’s management uses the future available information without any unjustified effort
or cost for their evaluation on the significant increase in the credit risk, in addition during its
measure for the expected credit losses indicator. The Bank uses the external and internal
information to prepare the basic scenario for the future expectations of the related economic
variables, including a presentable group of the other probable expectation scenario. The used
external information includes the economic data and the expectations issued by the
governmental bodies and the monetary authorities.

The Bank management conducts the expectations on the determined expected scenarios. The
base scenaric which is the only most likely result that includes the information used for
strategic planning and budgeting. The Bank has determined and documented the main
indicators for the credit risks and credit losses related to each financial instrument, noting
that using statistical analysis of the historical data it has estimated the relationship between
the macroeconomics, credit risks, and the credit losses.

The Bank has redeveloped the macroeconomic madels to solve the limitations identified in
the previous models using an efficient macroeconomic model. The group has determined and
documented the main macroeconomic factors which lead to a change in the payment default
rates for each financial instrument. The Banks has used the macroeconomic data and
expectations which was issued by the governmental and monetary authorities such as the
Central Bank of Jordan, the International Monetary Fund, and the National Bank to merge
the future outlook information in the probability of default model for each scenario.

The expected relationships between the key macroeconomic factors and the payment default
rates for the concerned financial instruments based on the historical data analysis for the
prior five years period. The models are controlled and reviewed to ensure from its adequacy
as at the end of each report period.
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The table below summarizes the key macroeconomic factors included in the economic scenarios
used on December 31, 2020 for the years from 2020 to 2024, for the Hashemite Kingdom of
Jordan, which is the main country in which the Bank operates, and therefore it is the country
which has a significant impact on the expected credit losses.

Expected change rate in the

Gross Domestic Product 2021 2022 2023 2024 2025
(GDP} % % % % %
Base scenario 0.46 3.90 6.72 9.15 11.62
Downside scenario (3.59) (1.54) 1,22 3.89 6.33
Upside scenario 3.82 8.15 10.99 13.28 15.79
Expected change rate in 2021 - 2022 2023 2024 2025
Owner’s Equity (Share Price) % % % % %
Base scenario (17.93) (8.34) (2.68) 0.54 2.02
Downside scenario (39.09) (23.36) (9.26) (3.03) (0.96)
Upside scenario (10.25) (0.57) (3.84) 4.66 5.65

The Bank has conducted a sensitivity analysis for the corporate facilities portfolio on how the
expected credit losses change for the major portfolios if the main assumptions for the calculation
of the change of the expected credit losses by 5% has been used. The table below summarizes
the total expected credit losses for each porifolio as of December 31, 2020, in case those
assumptions remain as expected (the amounts as it has been presented in the consolidated
statement of financial position), in addition if all of these used main assumptions change by 5%
increasingly or decreasingly. The changes are applied individually, and it is applied on each
weighted scenario based on the probabilities used to estimate the expected credit losses for
stage one and stage 2. In fact, there will be a correlation between different economic data, and

the exposure to sensitivity will vary with the variation of the economic scenarios.

Balances Finandcial
and deposits  assets at fair
at Banks value through Indirect credit
and other Financial Direct facilities
Financial comprehensive assets at credit (contingent Other
2020 Institutions income amortized cost  facilities liabilities} asset
n 1D i) D D D
Gross Domestic
Product (GDP)
5% 30,834 7,301 17,058 6,036,867 742,142 23,085
(5)% 38,092 11,026 21,320 7,114,830 930,469 25,696
Owners' Equity
5% 34,228 9,125 19,219 6,576,040 836,628 24,433
{5)% 35,920 9,125 20,475 6,956,600 896,135 25,110
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5. Cash and Belances gt the Central Bank of Jordan

The detalls of this item are as follows:

Cash on hand

Balances st central banks:
Current accounts and demand deposits
Statutory cash reserve
Certificates of deposit

Cash and balances at Central Bank of Jordan

Total Balances

- The cash reserve amounted to 1D 32,502,711 as of December 31, 2020 (JD 42,052,513 as of December 31, 20198).

December 31,

2020 2019
i D

6,694,630 7,440,257
13,020,146 13,455,319
32,502,711 42,052,513
- 5,100,000
45,522,857 60,607,832
52,217,487 68,048,129

- There are no restricted balances as of December 31, 2020 and 2019

- There are no deposit certificates for more than 3 months as of Decernber 31, 2020 and December 31, 2019.

- The moverment on cash and balances at central banks during the year:
2020 2019
Stage (1) Stage (2}
Individual Individual Stage (3} Total Tatal
D D hin) D D
Balance - beginning of the year 60,607,832 - - 60,607,832 41,839,445
New balances during the year - - - - 18,768,387
Settled balances {15,084 575) - - {15,084,975) -
Balance - End of the Year 45,532,857 - - 45,522,857 60,607,832
6. Balances at Banks and Financial Institutions
The detaits of this itern are as follows:
Local Banks ang Faralgn Banks and
Financial Institutions Financial Institutions Total
December 31, December 31, December 31,
. Description 2020 2019 2020 2019 2020 2019
s il i T 5 . |5 1o
Current accounts and demand deposits 575 703 24,723,523 20,848,145 24,724,098 2{),848,84%9
Deposits maturing within or less than 3 months 35,450,000 16,965,865 29,840,003 21,446,203 55,290,003 38,416,068
Total 35,450,575 16,970,568 54,563,526 42,294,349 90,014,101 59,264,917
Pravision for expected credit loss (29,120) {4,445) {5,920} (2,808) £35,040) (7,253)
Net 35,421,455 16,966,123 54,557,606 42,281,541 89,9?5,061 59,257,664

- Non-interest bearing balances at banks and financial institutions amounted to JD 4,951,278 as of Decernber 31, 2020 (1D 5,500,318 as of

December 31, 2015).

- These are no restricted balances as of Decernber 31, 2020 and 2019,
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The movernent on balances at banks and financial institutions as follows:

Balance - beginning of the year
New balances during the year
Balances sattled during the year
Total

Provision for expected credit losses

Balance at year-end

Disclosures on the provision for impeirment loss:

Balance - beginning of the year
Impairment loss on new balances and deposits during
the year

Reversed from impairment ioss on settled balances
Transferred to stage {1}
Transferred to stage (2)

Transferred to stage {3)
Effect on the provision- as at year-end due to transfers
between stages

Effact of adjustment

written-off balances and depasits

Changes due to rates of exchange

Total balance as at year-end
Balance — End of the Year

7. Dengsits at Banks and Financial Institutions

The details of this item are as follows:

Description

Depasits maturing from 3 months te 6 months
From € months ta 9 months

Frorm 9 months to 12 months

Total
Provision for impairment loss

Net of Deposits at Banks and Financial Institutions

- The following represents the movement on deposits at banks and Rnancial Institutions for the year ended December 31, 2020

Balance - beginning of the year
MNew deposits during the year
Deposits settled during the year

Balance - End of the Year

2019
Stage {1} Stage (2)
Individual Individual Stage {3} Tatal Total
D D Rl i[a} o]
45,084,917 14,180,000 - 59,264,917 §5,029,146
62,981,365 - 62,981,365 22,806,873
{18,052 181} {14,180,000} - (32,232,181} (48,571,102)
90,014,101 - 50,014,101 59,264,917
{35,040} - {35,040} {7,253)
88,579,061 - 89,573,061 59,257,664
December 31, 2020 2019
Stage (1} Stage {2)
Individual Individual Stage (3) Tatal Total
h]ol i D o 1D
2,808 - 2,808 7,249
35,040 - 35,040 4,445
(2,808) - (2,808) (4,441)
35,040 - 35,040 7,253
Lacal Banks and Foreign Banks and
Financial Institutions Financial Institutions Total
Decembear 31, December 31, December 31,
2020 2019 2020 2019 2020 201%
pod hln} h o] hlv] i 1D
- 7,343,135 2,603,874 7,343,135 2,603,874
- 7,343,135 2,602,874 7,343,125 2,603,874
- 7,343,135 2,603,874 7,343,135 2,603 874
December 31, 2020 2019
Stage (1) Stage (2)
Individual Individual Stage (3} Total Total
iln) o pis] 0 D
2,603,874 - 2,603,874 27,956,035
7,343,135 - 7,343,135 -
{2,603,874) - (2,603,874) {25,352,161)
7,342,135 - 7,343,135 2,603,874
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B. iti Amortized Cost - Net

The datails of this item are as follows:

December 31,

2020 2019
D D

Individuals (retail)
overdraft * 23,108,211 22,441,930
Loans and bills ** 302,087,344 261,342,865
Credit cards 3,830,702 4,124,525
Mortgage loans 72,118,408 75,441,342
Corporates
Overdrafts * 81,537,727 97,272,549
Loans and bills ** 181,620,076 182,362,319
Small ta Medium Enterprises "SME's"
Overdrafts * 4,888,584 5,791,976
Loans and bills ** 20,694,534 13,735,065
Government and Public Sector ** 30,119,417 11,748,501
Total 720,005,003 674,261,072

Less: Interest in suspense
Less: Expected credit loss

Direct Credit Facilities at Amortized Cost - Net

(14,149,904)
(55,813,167}

{10,712,425)
{42,545,193)

649,941,932

621,003,454

Met after deducting the interest and commissions received in advance which amounted te JD 14,183 as of

1

December 31, 2020 {JD 14,356 as of December 31, 2015).

Net after deducting interest and commissions received in advance which amounted to 3D 80,669 as of

December 31, 2020 (JD 90,291 as of December 31, 2019).

The non performing credit facilities within stage (3} amounted to JD 62,889,091, which equates to 8.735% of
the total direct credit facilities as of December 31, 2020 (1D 51,214,277, which equates to 7.596% of the tota!
direct credit facilities as of December 31, 2019).

The non performing credit facilities after deducting interest in suspense amounted to JO 48,739,187, which
equates to 6.905% of the total direct credit facilities after deducting interests In suspense as of December 31,
2020 (JD 40,501,852 which equates to 6.104% of the total direct credit facilities after deducting interests in

suspense as as of December 31, 2019).

The total credit facilities granted to and guaranteed by the Jordanian government amounted to JD 30,119,417,
which equates to 4.183% of the total direct credit facilities as at December 31, 2020 (3D 11,748,501, which

equates to 1.742% of the total direct credit facilities as at December 31, 2019},
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The fallowing is the movement on the impairment of direct credit facilities:

Eor the Year gnded December 31, 2020

Balanca at the beginning of the year

Impairmeant loss on the new credit Facilities durlng the year
Interest transferred from income

Transferred to stage (1)

Transferced to stage {2)

Trangfarred 10 stage {3}

Effect on the provision as of the period end - due to change in the

classification between the three stages during the period

Adj due o chang

Written-off loans
Balance at the End of the Year
Year 1] r 31, 201
Adjusted balance as of Janvary 1, 2015
Impainment kess on the new credit facllitles during the year
Interest transferred to income
Trangferred to stage {1)
Transferred to stage {2}

Trensfarred to stage [3)

Effect on the provision as of the perlod and - due to change In the

classification between the three stages during the period
Adjustments due to changes
Written-off lnans

Balance at the End of tha Year

Lorporates
Governmeant and
Retail Real Estate Corporata SHE's Pubilic Sector Total
bir] Bl ] hv] hlz] pled i
18,445,617 563,231 21,765,141 1,662,281 108,923 42,545,193
2,306,292 164,106 10,839,190 559,542 - 12,869,130
{1,968,278) (128,764} {2,052,797) {113,965} {108,923) (4,373,428)
(353,246) (100,408) {28,571} {14,115) - (1,096,338}
(563,959) 56,176 (3,176,969} 14,086 - (2,770,668}
1,617,205 44,230 3,205,540 29 - 4,867,004
1,505,673 125,571 2,272,249 {4,292} - 3,500,201
(27,8287 - - - - (2,929)
20,260,675 724144 3%&4,783 2,1(2‘3,5/3%‘= - 55,913,167
16,814,614 537,848 12,967,424 1,082,472 - 31,402,358
1,358,042 125,506 3,912,298 416,321 108,523 5,921,090
{1,885,728) {176,138} (2,188,304} {91,362) - {4,341,532)
{1,523,758) (40,000) (534,218} (16,958} - (2,124,942}
(1,074,459} (25,718} {10,800,808) {267,470} - (12,178,463)
2,608,235 75,716 11,335,026 284,428 - 14,303,405
2,283,558 76,015 7,665,665 254,850 - 10,290,088
{134,262} - (591,942) - - {726,811}
18,445,617 563,231 21,765,141 1,662,281 108,923 42,545,193

The provisions no knger needed due to setth or debts pay it and transferred against other debts amounted to IO 1,867,845 as of December 31, 2020 {J0 1,805,815 as of December
31, 2019).
Interest in L1}
The fo ing is the it oan i in suspense;
Carporates
Retail Real Estate Corporale SME's Total

Eor the vear 2020 o 1o o o pls)
Balance at tha beginning of the yaar 6,995,654 238,862 2,748,638 729,271 10,712,425
Add: Suspended interests during the year 1,426,377 B7,614 2,329,856 241,801 4 (85,448
less; interest trangferred from income {353,264) - {69,103) {4,704) (437,071}
Written-off interest in suspanse {183 999y [4,017) (22,522} (360} [210,898)

Balance at the Ending of the Year 7,874,768 322,459 4,986 868 365,908 14,199,904
Eor the veor 2013
Balance at tha beginning of the year 6,024,151 161,933 1,471,220 466,083 8,123,387
Add; Suspended interests during the year 1,417,252 100,284 1,336,485 306,483 3,160,504
lgss; interest transferred from income (342,793) {20,089) (49,779} {7,308) {419,570)
Written-off interest in suspense (102,956) (3,266) (5,288} {35,986} [151,496)

Balance at the Ending of the Year £,995,654 238,862 2,748,638 729,271 10,712,425
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The distribution of total F lex acconding to the Bank's Internal credit rating for retalls ks:

2020 09
Stage (1} Stage (1) Stage (2) Stage (2) Stage (3}
Individual Collective Individusl Lollective Individual Total Total
o Jo i o n o o
Credit rating categories based on the Bank’s internal systerm:
1 - 11,314 565 - o7,927 - 11,412,432 2,751,160
2 - - - - - - -
3 - 1,445 5338 - 17.25% - 1.467,.183 2,159,784
4 - 25,899,458 - 229,759 - 24,229,017 29,130,697
Bl - 221,284,604 - 2,381,629 - 223,666,233 192,884,373
6 - 28,200,931 - 4,020,874 - 32,221,805 21,299,252
7 - 150,263 - 5,497,339 - 5,647,602 9,864,472
8 - 52,155 - 427,312 - 4B4 467 655,674
9 - - - - 1,316,808 1,316,868 77134
10 B - - - 736,301 736,301 1,635,508
11 - - - - 22 844,079 22,844,079 20,756,626
Tatak - 291 356,914 - 17,772 0_92_ 24 BIT 248 228,026,257 287 909!320
The movement on the retail Facilities is as follows:
2020 2019
Stage (1) Stane {2)
Individual Collective 1ndlvidual Callective (3] Slage Total Total
o hl=) in o n 1o o
Balance - beginning of the yaar - 246,825,817 - 17,910,575 23,163,928 287,909,320 276,103,305
New exposures during the year - 149,488,041 - 1,615,176 914,780 152,018,897 133,682,808
Settled exposures during Lhe yesr - {104,483,538) - {3,337,064) (1,169,451  {10&,990,113) 120,603,049}
Transferred to stage [1) - 4,474,591 - {4,205,027) (269 564) - -
Transfarred to stage (1} - {3.663,731} - 3,937,640 (223,909} - -
Transferred bo stage (3} - (984,536} - (1,827,085} 2,811,621 - N
Effect on total exposures dus bo change 1n the classification betwean stages - (219,172} {3188 491} {68,229} {5675,892) (1,035,219}
Effect of atjustment - (B1,398) - {942,629} - (1,024,027} -
Written off exposures - - - {211,928) [211,928) {237,825)
Adjustments due to changs in exchange rates - - - - - - -
Ealance - End of the Year - 291,156,914 - 12 772,035 24,897 248 329 026,257 287 509,320
T.he movernent on provision for credit 1055 for retall credlt factitles Is as follows:
2020 2019
Stage {1} Stage (2]
u! Collective Individual Collective 3) Stage Tatal Toral
i o o i o D n
Balance - beginning of the year - 1,438,867 - 1,360,432 15,645 318 18,445,617 16,514,514
Impalmment Josses on the new exposures during the year - 1,035,400 - 851,508 419,384 2,206,292 1,258,043
mamd Irom impairment losses an the paid exposures during the year - {557,465) - [206,131) {1,205,282) (1,968,978} {1,885 728)
Transferred to stage (1) - 27,652 (25,636) {2.015) - -
Transferre 1o stage (2) . (415,506) - 456,489 {40,582) . -
Transferred o stape {3} - (S84,380) - {1,376,128) 1,956,508 - -
Effect on the impairmeant losses due to change In the dassification between stages - 965,571 - 934,418 [398,216) 1,505,673 2,285,056
Effact on the provision due to adjustment - - - - - - 8,501
Impaimment {oss an e writben off axposures - - - - (27,929} (27,929} {134,869)
Adjustments due 1o change In exchange rates - - - - - -
Balance of the Provision for Expacied Cred|t Losses at Year End — 1918738 1,994_?_53_ 18, 345,984 ZUIZSU 575 18i445i61?
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The distribution of totaf facilities according to the Bank's intemal credit rating for real estates:

2020 2019
Stage {1) Stage (1} Stage (2} Stage (2} Stage (3)
Individual Lollective Individial Individual Individual Tetal Tatal
o o o fiin) Jo D o
Cradit rating categories based on tha bank's internal system:
1 - 1,697,476 - 204,275 - 1,901,751 2,338,123
2 - - - - - - -
3 - 1,890,966 - 208,254 - 2,099,220 3,078,330
4 - 5,425,344 - 367,763 - 5,793,107 6,823,459
H - 41,541,616 - 3,369,874 - 44,911,450 51,387,775
6 - 5,467,300 - B,751,915 - 14,219,215 B, 729,365
7 - 82,918 - 1,751,777 - 1,834,665 1,344,560
B - - - 173,775 - 123,775 321,006
9 - - - - 57,891 57,893 163,206
10 - - - - - - 196,264
11 - - - - 1,127,264 1,127,264 957,254
Total - SEI 105i620 - 14,827,633 1 !185 155 721 1§4b03_ 75,441,342
The movemant on the real astates fadilities is as follows:
2020 2015
Stage {1] Stage (2)
Individual Caollective Indivigual Callective {3} Stage Tatal Total
h i) pled plv] o n hlo) i)
Exposures balance - beginning of the year - 62,008,606 - 12,116,012 1,316,724 75,441,342 73,254, 369
New exposures during the year - 5,031,064 - 161,541 46,480 5,239,08% 7.375,071
Sattled exposures during the year - (6,837,553) - {1,059,514) {251,421} {B,158,488) {10,755,174)
Transferred to stage (1} - 1,877,956 - {1,877,956) - - -
Transferred to stage (2} - {5,683,739) - 5,784,970 {101,231) - -
Transferred to stage (3} - - - (213,673 213,673 - -
Effect an total exposure due to change in the dassifications
hetween stages - (290,714} - (83,747} (25,053 {325,514) {429,658}
Effect of adjustment - - - - - - -
Wrltten-off expasures - - - - (4,017} {4,017} {3,266)
Adjustments dus to change In exchange rates - - - - - - -
Exposures Balance - End of the Year - 56,10%,620 - 14,827,633 1,185,155 72,118 408 75,441,342
The movement on provision For cradit loss for raal astates is as follows:
2020 2015
Stage (i) -Stage (2)
Individual Callective Individual Collective (3) Stage Tota! Tutal
pin) jin] o Jo o o D
Balance - beginning of the year - 23,076 - 87,187 452,088 563,231 537,548
Impairment losses on new exposures during the year - 4,190 - 94,377 £5,539 164,106 125,506
Recovered from impairment bosses on matured pald exposures during - {1,570} - (4,857) {122,337) {125,764) {176,138
Transferred to stage (1) - B13 - {813) - - -
Trancfarred to stage (2) - {101,219) - 103,022 {1,803) - -
Transfarred ta stage (3} - - - (46,033} 46,033 - -
Effect on total exposure due to change in the classifications
bebwaen stagas - 598,595 - 31,196 [4,620) 125,571 75,015
Effect of adjustment on the resulted provision - - - - - - -
Impaimment |oss on the written off exposuras - - - - - -
Adjustments due to change in exchange ratas - - - - - - -
Eatance of tha provision Expected Credit Losses at Year End - 24,285 - 264,059 435,800 724,144 563 231
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“The distribubion of total faclktles according o the Bank's intemal credit ratlng for Corporates:

Credit rating categories based on the bank’s inberial system;
1

2

10
11

Total

The movemeit on the Corporate Faciities For is as follows:

Expesures balance - beginning of the year

New exposures during the yéar

Settled exposures during the year

Transfemred to stage {1}

Transherred to stapa (2}

Transferred to stape (1}

EFfect on total exposure due to chenge in the classifcations between stages
Effect of adjustment

Writken-off exposures

Adjustrents due te change in exchange rates

Exposures Balance - End of the Year

The movement on proavision far credit koss for Corporate b as follows:

Balance - bepinning of the year

Impairment losses on few BXROSUrES during the yeer

Recovered from impalmment losses pn pald exposures during the year
Transfemmed te stage {1)

Transferred to stage {2}

Transfarrad to stage (3}

Effect on the mnpairmant lgsses due to chanpe In the dassiications between
stages

Effect of adjustment on the rasulted provision

Irnpierrient boss on the writken off 2xposures

Adjustments due to change in exchange rates

Bakance of the Fravision for Expected Credit Losses a3t Year End

2020 2019
Stage (1) Stage (1) Stage (3)
Stege (1) Individual Callactive Stage (2) Indwidual ___Individuat Invdividusl Totsl Towal
L] 1 0 » Eo] n 30
10,626,965 - - . - 40,626,965 53,626,217
157,568,179 - 25,759,604 - - 183,327,783 180,723,530
- 6,808,901 4,942,667 1,605,362 - 13,357,020 23,708,029
- - 23,011,677 - - 23,011,877 4,310,557
- B - - 2,760,780 2,700,780 5,266,859
- - - 5,672,554 5,872,554 11,716,542
- - - - 4,580,44 4,580,44 £,031,2]8
198,195 144 5808991 53,713,948 LE0S 362 339537y 293377990 231383 569
2020 9
Stage (1) Stage ()
Individual Collective Individual Colective (2} Svage Total Tatat
0 n n o o ® b=
200,448,829 4,727,260 61,554,049 1,639,195  23,015.026 291,383,369 278,080,671
38,346,790 2,203,806 16,052,578 299,215 6,027,034 565,924,423 79,444,545
(40,381,773} (281,236) {18,234,533) (70,089) {289,882) (59,257,513} (66,435,564)-
2,882,596 153,161 {2,882,596) (159,161} - - -
(3,440,209} - 3,440,202 - - - -
- - (4,224,119) - 4,225,119 . -
(661,099) - (3.991,640) - - (4,652,739} 295,047
- - - {97,798) (37,798)
- . - - (22,522) (22,522) (601,230)
198,195 144 6,808,991 53713948 1505362 32053775 263,277,220 291,383,369
2020 2018
Stang (1) Stage (2)
Individual Colbectve Ingdividusl Callective {3} Stage Total Total
o o o n n » D
1,567,116 8,756 4,587,640 SL138 15,589,364 21,874,064 12,967,624
795,600 6,084 4,838,861 59,285 5,139,360 10,039,190 3,933,501
(265,2837) 32) {1,746,080) (39,965) {110,361) (2,161,720} {2,100,584)
33,009 312 (29,009) (212) - - -
(67,580) - 67,580 - - - -
- - (3,205,540) - 3,205,540 - -
31,807 - 2,247,760 (6,318) - 2,273,249 7,665,665
- - - - - - (591,842)
—i130,630_ 15120 6251262 103,828 23823003 32,824,783 21,874,064
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The distribution of kotal facilities according to the Bank's intemal cradit rating for Smakl te Medlum entities (SME's) is as foliows.

Credit rating categonies based an the bank's intermal $ystem:

W oW W o e & ke

-
- o

Total

The movement on the Smai to Medium enkithes (SME's) facikities i as folows:

2020 2019
Stage (1) Stage (2}
_Individual  _CoMectiys  _Indivicusl  _ Collective  __(3)Stage  __Total Total
e x i in o i i
Balance - baginning of the yaar 12,841,432 - 2,567,010 - 3,714,599 19 527 041 19,618,762
HNew cradit FacHities during the year 8,458,014 - 2,285,257 - 325,537 11,068 B0E 6,910,241
Settled credit facilities {2,938, 2a0) - {1,275032} - (190,892} (4,414,184}  (7,078,318)
Transfarrad ta stags (1) 428,360 - (428,360) - - .
Transferred to stage {2 {764,572 - 764,572 - - .
Transferrad o stage {3) {29} - - - 29 - -
ERfect on tokal exposure due (o change in the classiications batween stages [553,542) - (04,865 - - [598,207) 112,242
Effect of adjustment. - - - - - -
Written-off credit Facilities . - - {360) {360) {25,986)
Adjustments due to change in exchange rates - - - - - - -
Totat expasures at yaar end 17,461,423 - 4,268 782 - 3852613 25583118 19 527,041
The an p For Iengai loes for Small to Medium entitles (SME's} 15 a5 follows:
2020 2015
Stage (1), Stage {2) '
_lIndividusl  _Collegtive. _ _[ndivigtual _ _ Collective | _ (3)Stage  ___ Total Torai
n k) n i 10 ln} o
Balance - beginning of the year §4,433 - 88,042 - 1,508,905 1,662,281 1,082 472
Impairment losses on new exposures during the year 76,955 - 64,265 - 418,332 559,542 416,321
Recovered from knpaklrment losses on paid exposuras during e year {21,007 - (37,135) - (55,734} [113,966) {91,362)
Transferred to skage (1} 1,393 - (1,393} - - - -
Transfarred o stage {2} {15,479) - 15,479 - - - -
Transfered Lo stage (3) {29) - - - 29 - -
Effect on the impairment losses due bo change in the classibearions between stages B,276 - {10,568) - - {4,292} 254,850
Effect of adjustment on the resulted provision - - - - - - -
impairment loss an the wrikten off exposures - - - - - -
Adstments due to change in exchange rates - - - - - - -
Balance of the Pravision far Expected Credit Losses at Year End 132,452 = 119.522 - 1671 .22_3_ 2i1°3i565 1,662,281

2020
Stage {1} Stage (1} Stage (2) Stage (2)  Stage (3]
Inglvidual Collactive _ Individual _ _ Teckividoal _ Individual Total
/1) o ] i hlv]

2,973,987 - - - - 2,973,987

14,487 436 - 2,629,560 - - 17,116,996
- - 1,639 22 - - 1,629,222
- - - - 105,642 105,642
- - - - 3,742,271

17,461,423 - 4,263,782 - 3‘852 313 25583 118

490,053
12,118,967
1,198,281
35,439
B15 459

3,747,271 2,866,701

14527041

i — S —
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. Fingncial & j h h r Cown prehens

The details of this itam are as follows:

Quoted shares in actlve markets
Unquotad shares in active markets
Governmental and guaranteed financial bonds
Jordanian treasury bills
Other financial bonds

Total

Less: Provision of expected credit loss

Decermber 31,
2020 2019
n» o
869,844 597,004
2,368,267 2,023,688

117,941,021 135,528,341
7,018,586 -
7,381,874 10,693,743

135,579,582 148,842,776

{2,125) {20,563}

135,570,467 148,822,213

- The fallowing represents the movemant on the provision for expected cradit losses of the finandial assets through other comprehe

Balance - beginning of the year
Mew Pvastment during the year
Matured investments
Transferred to stag'e {1)
Transferred to stage {2}
Transferred to stage (3}
Changes in falr value
Effact of changes in the investrnent adjustment
Written-off investrnent
Balance ~ End of the Year

- The following represents the movement on financial assets through other comprehensive income:

Balance - beginning of the year
New investment during the period
Matured investments
Transferrad to stage (1)
Transfarred to stage (2}
Transferred 1o stage (3)
Changes In fair value
changes in the adjustment of Investment
Written-off investment
Balance - End of the Year

December 31, 2020 2018
Stage {1) Stage (2} Staga (3}
Indlvidual Individual Individual Total Total
o n o pin] n
20,583 - 20,563 97,964
4,027 - 4,027 1,559
{15,465) - (15,465} {8.783)
- - - (70,177}
9,125 - 9,125 20,563
December 31, 2020 2019
Stage (1) Stage (2} Staga (3)
Individual Individual Individual Total Total
o h[s} o hla] n
148,842,775 - 148,842,776 104,355,444
13,149,834 - 13,145,834 58,749,276

(34,324,647}

- {34,324,647) {19,261,978)

7,911,62% - 7,911,629 4,893,894
- - - 126,140
135,579,592 = 135,579,592 148,842,776

- Eg .
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10. Financial Assets at Amortized Cost

The details of this item are as follows:

Financial assets available at market value
Governmental and guaranteed bonds

Other financial bonds

Less: Provision for financial assets at amortized cost

Bonds Analysis:
With fixed rate

With floating rate

Total

Bonds Analysis in accordance with IFRS (9)
Stage 1
Stage 2
Stage 3

Total

- 60 -

December 31,

2020 2019
i) D
111,863,616 122,471,590
15,000,000 15,000,000
126,863,616 137,471,590
(19,868) (10,129)
126,843,748 137,461,461
119,863,616 130,471,590
7,000,000 7,000,000
126,863,616 137,471,590
126,863,616 137,471,590
126,863,616 137,471,590




The following is the movement on financial assets at amortized cost:

Eatance — beginning of the year
Hew investment during the year
Settled investment *

Change in fair value
Transferred to staga 1
Transferred 1o stage 2
Transferred 1o stage 3

Changes in Fair value

Effact of adjustment in investment
Written off Investment

BEalance - end of the year

- The following is the movement on provision for expectad credit losses for financial assets al amortized cost:

Balance — beginning of the year
Credit losses on new investments during the year
Recovered amount from losses on paid investmeants
'.I'ransferred o stage {1}
Transfarred to stage {2}
Trangfarrad (o stage (3}
Lhanges in falr value
Changes resulting from adjustments
Written-off invastments
Batance - End of the Year

i il A A iz - Mort:

The gatails of this item are as follows:

Governmental and guaranteed bonds

62,631,159 35,012,800

62,631,159

35,012 800

- Dn September 3, 2018, the Bank sold one bond of tha Jordanian treasury bonds with a nominal value of I 15,000,000 to Arab Bank. The amount of the repurchase
agreement was 1D 14,873,850, and the amount received was )0 14,578,373 as borrowad money at an interest rate of 5.29% per annum, as stated in Note {19).

Maoreover, the Bank did not recognize this transaction as a sale transaction, because the Bank reservas the right to repurchase these bonds on Seﬁherrlber 5, 2021,

On December 26, 2018, the Bank sold bwo bonds of the Jordanian treasury bonds with 2 nominal value of 30 20,000,000 to Arah Bank. The amaunt of the bonds

repurchase agreement was 10.19,773,780, and the amount receivad was JO 19,378,304 as a loan a1 an interast rabe of 5.5% per annum, as stated in Note {(19).

tMorecver, the Bank did not recognize this transaction 23 a sake transaction, because the Bank reserves tha right o repurchasa thesa bonds on December 26, 2021.

- On November 12, 2020, the Bank sold ona bond of the Jardanian treasury honds with a nominal value of )D 7,101,000 te Central 8ank of Jordan. The amount of the

repurchase agreement was 10 7,317,071, and the amount received was i 7,280,586 as borrowed money at an interest rate of 2.0% per annum, as stated in Note (19).

Moreovar, the Bank did not recognize this transaction a5 a sale transaction, because the Bank reserves the right to repurchase these bonds on January 11, 2021.

On Degember 29, 2020, the Bank sold two bonds of the Jordanian treasury bonds with a nominal value of JO 12,199,000 to Central Bank of Jordan, The amount of the

repurchase agreement was 10 12,272,727, and the amount recaived was 10 12,263,312 as 2 loan at an interest rate of 2.0% per annum, 2g stated in Note (15).

Morecwer, the Bank did nat regognize this transaction as a sala transaction, betzuse the Bank reserves the right to repurchase thase bonds on January 12, 2021.

On Decembar 5, 2020, the Bank sold one kond of the Jordanian treasury bonds with a nominal value of IO 8,286,000 to Central Bank of Jordan. The amount of the
repurchase agr was I 8,333,323, and the amount received was D B,320,5483 as borrowed maney at an interest rate of 5.29% per annum, as stated in Note (19).

Morgover, the Bank did not recognize this transaction as a sale transaction, because the Bank reserves tha right to repurchase these bonds en January 12, 2021,

- 61 -

2020 2019
Stage (1) Stage {2)
Individual Individusl Stage (3} Individual Total Total
o i hls] o] hlv]
137,471,590 - 137,471,590 177,529,362
54,043,169 - 54,043,16% 56,565,053
(64,651,143) - {64,651,143) (97,022,825)
126,863,615 - 126,863,616 137,471,590
2020 2019
Stage (1) Stage {2)
Tndividual Indhvicual Stage (3] Total Total
o o ho) o A/l
10,129 - 10,128 60,800
19,868 - 15,868 -
{10,129} - {10,129} {50,671)
15,868 - 19,868 10,129
December 31,
2020 2019
hJo] i



12, Proy nd Equi

The datails of this item are as follows:

For the year gnded December 31, 2024
Cost:

Balance - beginning of the year
Additions

Disposals

Balance - End of the Year

Accumulated Deprediation:
Balance - beginning of the year
Annual depreciation
Disposals
Balance - End-of tha Year
Net book value of property and eguipment
Advance payment on proparty and equipment
Projects under construction *
Het ank Watue ~ End of tha Year

r r r i1, 20y
Cost:
Balance - beginning of the year
Additions
Disposals

Balance - End of the Year

Accumulated Depreclation:

Balance - beainning of the year

Annual depreciation

Disposals

Balance - End of the Year

Met book value of property and equipment,
Advance payment on property and eguipment
Projects under construction *

Net Book Value - End of the Year

Annual Depreciation Rate %

Equiprment Dacorations
and and Leasehold
Lands Bulidings Furniture Vehides Computers Improvements Total
hlu] D h[e} i h o] o hiv]
3,374,438 5,909,553 6,154,029 504,600 3,704,737 4,579,404 24,226,761
2,098,892 - 291,419 - 197,143 493,314 3,080,774
- - (33,541 - {3,197} {168.862) {205,600}
5,473,330 5,905,553 6,411,507 504,600 3,808,689 4,503,856 27,101,935
- 3,743,106 4,291,817 362,363 3,136,189 4,155,797 15,685,278
- 81,465 618,338 45,471 283,210 229,133 1,267,617
- - (301,129} - {2,768) {167, 454) {200,351)
- 3,824,571 4,880,026 407,840 3,426,631 4,217,476 16,756,544
5,473,330 2,084,982 1,531,881 96,760 472,058 686,380 10,345,361
- - 970,069 - 4,775 - 974,844
- 16,203,160 1,860,217 - 649,310 4,639 18,717,326
5.473,330 18,288,142 4,362 167 96,760 _ 1,126,142 691 019 30,037,561
3,374,438 5,934,268 5,985,378 487,675 3,664,007 4,912,822 24,368,678
- - 465,802 21,750 223,916 - 711,468
- (24,715} {297,151) {14,825} {183,275) {233,419} (853, 385)
3,374,438 5,908,553 6,154,029 504,600 3,704,738 4,579,403 24,326,761
- 3,686,575 4,014,963 330,827 2,980,517 4,216,547 15,229,429
- 81,243 571,643 46,365 337,846 271,286 1,308,383
- (24,711} {294,789) {14,823) {382,175} {332,036} {848,534}
- 3743107 4,291,817 362,269 3,135,188 4,155,797 _ 15689 278
3,374,428 2,166,446 1,862,212 142,34 568,550 423,606 8,537,483
- - 138,178 - 1,879 348,342 488,399
- 13,172,907 261,000 - - - 13,433,907
3,374,438 15,339,353 2,261,350 142,231 570,429 771,948 22,459,789
- 215 9-20 15 9-25 9-10

* Projects under construction represents the amownts paid on the new Head Offica building located In Shmeisami, in which its estimated cost of completian amounted to

18 27.5 million, noting that the building is expected to be completed on December 2021,

- The fully depreciated assets on Froperty and equipment amounted to IO 11,507,177 as of December 31, 2020 (JD 3,871,954 a5 of Decamber 31, 2015},
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13. Intangib S5 -
The details of this item are as follows:

December 31,

2020 2019
b 1D
Balance - beginning of the year 1,699,612 1,494,202
Additions 262,020 646,842
Amortization of the year {(441,826) {441,433)
Balance - End of the Year 1,519,806 1,699,611
Amortization Rate % 20 20

14, | ease Contracts

Right-of-use assets:

The Bank leases many assets including land and buildings, noting that the average
lease term is 5 years. The following is the movement on the right- of-use assets ’

during the year:

December 31,

2020 2019
1D 1D
Balance - beginning of the year 3,357,169 3,947,543
Add: Additions during the year 521,885 163,711
Less: Depreciation the year {607,023) {708,001)
Cancelled contracts {427,391) {46,484)
Balance - End of the Year 2,844 640 3,357,169

The amounts recorded on the statement of profit & loss

December 31,

2020 2019
o Alp]
Depreciation of the year {646,850) {715,763)
Interest of the year {164,543) {202,929)
Lease expense during the year (811,393) (918,692)

December 31,

Lease liabilities: 2020 2019
o D
Balance - beginning of the year 3,223,659 3,947,943
Add: Additions during the year 521,885 163,711
Interest during the year 164,543 202,929
Less: paid during the year (789,186) (1,054,901)
Cancelled contracts (365,576) {36,023)
Balance - End of the Year 2,755,325 3,223,659
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15. Other
The details of this itam are as follows:

Accrued revenues ang inberest
Prepaid expensas
Assets seized by the Bank against putstanding debts *
Unrealized derivatives gain / agsets
Other receivables / k [
Lands held for sale / Brokerage company
Discounted LCs
Others
Taotal

* The reguiations of the Central Bank of Jordan require disposing of the assals seized by the Bank sulstanding against debts on the clients during 3 maximum perled

December 21,

2020 2019

hln) n
7,071,454 6,326,852
611,454 625,388
2,449,555 2,429,211
85,468 212,032
519,167 74,338
1,606,734 1,842,850
724,107 18,593,834
2,287,073 2,142 2497
15,445,012 32,254,803

of two years from the date of its acquisition, In exceptional cases , the Ceniral Bank may extend this period to 3 maximum twe consacubive years.

- The following s a summary of the movement on assets seized by the Bank due to cultstanding debi:

Balance - beginning of the year
Additions
Dasposals

Surplus / {Provision) for Asgets seized during the year **

Balarce - End of the Year

For the Yaar Ended

Cecember 31,
2020 2019
plu] o]
2,429,211 1,794,702
227,714 164,546
{207,370 {32,340)
- 502,303
2,449,555 2425211

The provision of assets seized by the Bank amounted to T 100,661 a5 at December 31, 2020 ()0 100,661 as st December 31, 2019} for the ageets caized by

the Bank for a period of mora than 4 years.

1E. Bank and Fi it il
The details of this item are as follows:

Current accounts and demand deposits
Deposits dus within 3 months

Deposits due within 9 - 12 months
Total

17, Qustormarg' Deposite
The details of this ltemn are as follows:

Racember 31, 2020
Current accounts and demand deposits
Saving deposits
Time and notice deposits
Total '

Decemnber 31, 2012
Current accounts and demand deposits
Saving deposits
Time and notice deposits
Total

- The depasits of the governmental and public sector inside Jordan amaunted to 10 67,867,657 representing 9.918% of total deposits
as of Dacember 31, 2020 (1D 75,187,017 representing 11.253% of total deposits as of December 31, 2019).

representing 11.752% as of December 31, 2019,

of total deposlts as of December 31, 2019).

1B, Margin Arcpunts
The details of this item are as follows:

Margins on direct credit Facilities
Margins on Indirect credit facilities
{thar margins

Total

Dormant atcounts amounted to JD 20,189,962 as of December 31, 2020 {30 12,326,812 as of December 31, 2019).

Non-interest bearlng deposits amounted to 1D 88,910,349, represanting 12.993% of total deposits as of Decemnbar 31, 2020 (10 78,313,134,

December 31,
2020 2015
D plal
43,512,259 40,826,130
5,020,693 5,775,036
2,787,751 2,822,511
51,320,703 49,424,077

Restricted daposits ameuntad to IO 96,559,289, representing 14.111% of total depasis as of December 31, 2020 (D 92,215,864, representing 13.839%

2020 2012
Insile Jordan  _Qutside Jordan Total Inside Jordan Qutside Jordan Toral
jl+] pl] h o] o] o w
- 1,747,479 1,747,479 - 11,959,649 11,950,649
26,305 250 129,103 802 155,413,052 1,364,410 156,652,293 158,056,703
26,309,250 130,851,281 157,160,531 1,364,410 168,691,942 172,016,352
Government and
Retail Corporate SMES Fublic Sector Total
7] hls] jlv] h o] o
49,546,697 16,550,085 13,615,008 775,685 80,482,475
29,648,573 364,501 216,251 201,987 30,431,352
297,239,130 197 904,084 11,339,921 56,889,985 573,373,120
376,434,400 214,818,670 25,171,220 67,867,657 684,291,947
44 486,572 14,859,958 13,220,196 1,023,878 73,620,614
28,166,002 180,893 437,575 336,109 249,120,659
292,752,175 151),816,036 6,224,521 73,827,030 563,619,762
355,404,829 205,886,897 19,852,292 75,187,017 666,361,035



1% loans and Borrowings
The details of this item are as follows:

Number of Payments
Total

Number of  Outstanding . Interest
Arngurit Payments Payments Maturity LCollaterais Rate
i[»)
r 20
Arak Bank loan % 14,576,373 1 i 36 Months Mortgage bonds - The Central Bank of Jordan 52609
Arab Bank loan *% 15,378,304 1 1 36 Months Mortgage bonds - The Central Bank of Jordan 5.500%
Central Bank of Jordan loan *** 689,489 30 17 semi ganual - 2.500%
Central Bank of Jordan loan *¥¥* 607,888 24 34 semi annual - 3.000%
Central Bank of Jordan foan 23,666 30 13 Monthly - 1.75%
Jordanian Real Estate Mortgage Re-fund Co, ¥2ns 508,411 236 24 Monthly - 6.850%
Jordanian Real Estate Mortgage Re-fund Co. 15,004, 000 1 1 24 Months Mortgage deads loan portfolio 4.250%
Jordanian Real Extate Mortgage Re-fund Co. 5,000,692 1 1 24 Months Mortgage deeds loan portfislin 5.050%
Central Bank of Jordan loan ***3** 7,280,586 1 3 Duarterly - 2.000%
Central Bank of Jordan loan ******* 8,320,548 1 1 Monthly - 2.000%
Central Bank of Jordan loan *r**e#eF 12,263,312 1 1 Monthly - 2.000%
Central Bank of Jordan loan *¥¥*s*ets 6,644,372 792 FiT Monthly - 0. 000 %
- ABLC {Bahrain) TH¥e¥er*es 3,190,500 1 1 2 weeks - 1.000%
Total 93,484,141
December 31, 2019
Arab Bank loan * 14,576,373 1 1 36 Months Maortgage bonds - The Central Bank of Jordan 5.290%
Arab Bank loan *¥ 19,378,304 1 1 36 Months Mortgage bonds - The Central Bank of jordan 5.500%
Central Bank of Jordan loan *** 877,598 20 22 semi annual - 2.500%
Cantral Bank of Jordan logn £*5% 439,752 34 34 semi annual - 3.000%%
Central Bank of Jordan loan 56,838 3a 25 Monthly - 1.75%
loerdanian Real Estate Mortgage Re-fund Co, ¥¥7** 762,689 236 36 Monthly - 5.850%
Jordanian Real Estate Mortgage Re-fund Co. 15,002,260 1 1 24 Months Mortgage deeds loan portfolio 5.500%
Jordanian Rea| Estate Mortgage Re-fund Co. 5,000, 000 1 1 24 Months Mortgage deeds loap Portfulic 6 000%
ABC {Bahrain) *¥7*+** 1,773,500 1 1 2 weeks - 1.950%
Total 57,866,314
* The fund borrowed From the Arab Bank of D 14,576,373 represents an agrasment to repurchase treasury bonds with a nominal value of 10 15 million.

Meanwhile, the Bank holds the right to repurchase these bonds on of September 5, 2021,

*h
The fund borrowed from the Arab Bank of JD 19,378,304 represents an agreement io repurchase treasury bonds with a nominal value of JD 20 million.
Maanwhile, the Bank holds right 10 repurchase these bonds on December 26, 2021,

FEx The fund borrowed from the Central Bank of JD £99,480 | as at Decamber 31, 2020, represents the convention on the {oan of the Arab fund for Economic
and Sorial Development to finance the comporate sector, micrs & SME's (J0 877,596 as at December 31, 2019).

*TEF The fund borrowed from the Central Bank of I 507,888 , as at December 31, 2020, repressnts the convention on the Joan of the Arab Fund for Econormic and
Social Development to finance the corporate sector, micro & SME's {J0 439,752 as af December 31, 2015).

FEEEE The barrowed funds as at December 31, 2020 amounted ko JD 508,411 , at an average [aterest rate of 6,85% (762,699 at an average of 6.85% as
at December 31, 2019).

FEEEFE The fund borrowed From the Central Bank of Jordan of 10 7,280,586 represents an agreement ta repurchase treasury bonds with a nominal value of J0 7,101 million.
Meanwhile, the Bank holds the right to repurchase these bonds an the of Janvary 11, 2021,

Fhkrr The fund borrowed from the Central Bank of Jordan of ) 8 320,548 represents an agreement to repurchase treasury bonds with a nominal valoe of 3D 8.286 million.
Meanwhilz, the Bank helds the right te repurchase these bonds on the of Januvary 15, 2021,

FTEEEEREE The fund barrowed from the Centeal Bank of Jordan of 1D 12,263,312 represants an agresment to repurchase treasury bonds with a nominal value of 10 12.19% million.
Meanwhile, the Bank holds the right 10 repurchase these bonds on the of January 12, 2021,

#exwkvdx*  The fund borrowed from the Central Bank of Jordan of )0 6,644,372 represents the canvention on the loan corona vairos,

**xxs:*x2%+ The fund borrowed from ABC (Bahrain) of 10 3,190,500 rep an ag to fund its subsidlary (Arab Cooperation Company).
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e Dafapred Tax Assets / Labilities

The details of this item are as follows:

For the Year Ended December 31, 2020 2019
Beginning Amounts . .

Balance Arnunts Relaased Added Ending Balance  Deferrad Tax Daferred Tax

Dafamrad tas assete 1 o w n i 1]
Provision of non performing loans from pror years 9,057 - - 9,057 3,442 3,442
logs on of hnanclal llable for sale 146,621 - 176,125 322,746 122 643 55,716
Difference in credit faciitias provician 2,523,504 - 1,467,945 4,401,539 1,672,585 1,114,765
Fair vale reserve of shares dnaacial assats 06,757 {127,672} - 179,085 68,052 116,568
Deffered tax assets resulted fram the adoption of IFRS {$) 14,284,958 - 3,500,544 17,785,952 5,332,848 5,006,630
Employees provision 152,547 {152,547) 205,139 205,139 77,953 57,968
ihers 1,503 734 - 593 885 2497 619 948,005 743,419
Fotal 19,737,268 {380.210% 3,939,088 25401137 3226618 2078492

Deferred tax Nabllities
Unrealized gabn of financial assets resukted from the adoption of IFRS {9} 4,453 - - 4,453 1,592 1,662
Gain of Anandal assets at fir vadue through other comprehensive ncome 5,200,651 - 2,659,972 7,860,623 2,987,037 1,978,247
. Fair value reserve of nancial assets shares through other comprehensive income - - 230,091 230,091 £72,439 -
Total 5_205,104 - 2,890,063 8095167 3076163 1,977,939

The movemant on the deferred Income tax assets [ liabilities Is a5 fallows:

For the Year Enderd Far the Year Ended
o Docember3, 2020  _ Decomber3l, 2019
) b+ il o
Balancs - Baginning of the year 7,078,408 1,977,93% 5,401,367 B,504
Additions 2,242,982 1,098,224 1,937,854 1,876,703
Relzased . (94 8627 - {1,350,663} 5,658)
Balante - End of the Year 9,226,618 3,026,163 2,078,498 L977.939

. The reconclilation betweesn taxable profit and accounting profit is as follows:

2020 20619
n n
Accounting profit 4,207,430 3,455,616
Hon-kaxable prakhit (2,675,912} (5,727,088}
Non-taxable sxponses 6,747,018 5,979,539
Qain in ined ing: - 7.800
Tax profit 8,275,596 3665 869

e —.  FE————————
Effective income tax rate 83.7T% 54.69%

The Iegal tax rate for banks i Jordan is 35%, plus 3% as national contribution & for subsidiaries, itis 24%, plus 4% a5 national contributken,

A final setthiement has been reached with the [ncome and Sales Tax Department for the Bank for the years 2016, In addition, the tax return for 2017 and 2018 and 2019 was submitted, and no

final decksion has been issued thereon by the [ncome and Sales Tax Departrsent yek.

A Pnial settlement has been reached with the Inoome and Sales Tax Department for the subsidiary company up ta the year 2019, except for the year 2015, The tax relom, for the year 2015, was

submirted, and ik was reviewed by the Income and Sales Tax Department, which issued 8 decision tlaiming additional baoces of 1D 44,270, However, the subsidiary company filed an objection 30aitt

thie declsen at the Objecy i which q . Issued its decision affirming the tax 's dedision. C o the WHAry company the Objection Commities’s

darision before the TAX Court of First Instance, and this case is still pending at court,
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22. Othar Liabilities

The detalls of this item are as follows:

December 31,

2020 2019
o hln) N
Accrued interest axpense 4,375,733 7927645
Revenue received in advance 80,052 210,115
Accounts payable 2,571,829 9,026,309
Actrued expensas 1,043,227 1,161,301
Unrealizad derivatives loss/ liabllity 372,812 187, 228
Certified checks drafted over the Bank 621,152 2,483,047
Provision for Indiract facilities’ expected credit loss 903,935 1,215,771
Board of Directors” remunerations 140,500 80,000
Incoming transfers 3,053,255 701,611
Daferred revenue. . 52,885 76,100
Other liabilities 1,418,395 4,308,556
Tatal 21,633,675 27,378,684
Below is the movement on indirect facilities:
2020 2018
_Stage {1} __Stage (2)
Individual Collective tnd ividual Collective Stage (2) Total Total
a3 o Jo o jilo] plr) e
Balance at the beginning of the year 151,425,054 7,925,683 7,293,442 140 3,546,174 180,590,403 182,184,468
HNew exposure during the year 84,741,961 1,057,181 2,320,274 648 - 88,120,064 B4 310,517
Accrued expasure {102,649,14%) {1,613,22%) (4,413,740} (¥5) - {108,676,193) (85,641,181)
Transferred to stage {1) 1,224,306 116 {1,224,306) {116) - - -
Transferred to stage (23 {2 464,514} (3,040} 2,464,314 3,040 - - -
Transferred tq stage (3) . (715,926) - {251,955) - 267,881 - -
Effect of the reclassification {150, E58) 578 166,850 51 - 16,831 {263,311)
Balance at the Endg of the Year 141,411,274 ?,36?i289 6,354,889 3 &i' 4,514,055 160,051,195 130,5_99,493
Below is the movement on the expected credil loss for indirect facilities during the year:
2020 2019
Stage (1) Stage (2)
Indlviduat Cuollective Indlvidual Lollective __ Stage (3} Total Totat
Jc jilo) o pijv] v p/s) o
Balance at the beginning of the year 658,116 14,248 543,402 g - 1,216,771 549,884
Mew exposure during the year 439,815 24,470 67,853 132 - 532,372 799,486
Matured exposurg (413,654} {2,451) {408 634) {3) - {824,802 {231,065}
Transfarred to stage {13 19,267 1 {15,257} 1) - - -
Transferred to stage {2} {11,042) (344} 11,042 344 - -
Transferred to stage (3) - - - - - . .
Effect of adjustment 2,554 339 (23,237) {2} - (20,346) IR 456
Balance at Ysar End 696i156 36,263 171 1401 475 - 903,595 1,216,771
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The distribution of tatal indirect credit facilities {letters of guarantee) according to the Bank's internal aredit rating is as foliows:

Decembar 31, 2020 2019
Stige - Stege
(1) (2}
Stage (1) collaectiv Stage (2} collecthy Stage (3)
Individual 2 Individual e Individual Total Total
i 1D 1] i) o il 1D
Cradit rating categories based on the Bank's internal system:
1 12,425 - - - - 12,425 14,925
2 . . - - - - .
3 2,000 - - - - 2,000 2,000
4 - . . - - - .
5 52,427,125 - 110,516 - - BRERRHR 66,492,716
& 32,209,989 - 2,571,504 - - REXFLEE 43,420,247
7 470,797 - 31,500 Co- - 502,297 722,139
8 54,000 - 500 - - 54,500 948,661
9 - - - - 967,881 967,881 15,000
10 - - - - - - 3,716,083
11 - - - - 3,946,174 - 3,946,174 215,091
Tatal 9251?6!336 - 2,714,020 - 4,914,055 REARHLS 115.542&2:1’_
The mavement on indirect credit facilities - letters of guarantee
2020 201%
Stage (1) Stage (2)
Individual collectiv Individual collectiv Stage {3) Total Total
v} p1v} i il il D o
Balance - Beginning of the year 109,840,483 1,760,207 - 3,946,174 HE#d£AE 94, 441,126
New exposures durlng the year 53,977,652 20,000 - - #HH¥¥#E4 52,954,583
Paid expasures {69,050,183) (546,276) - - #e##s#d (31,532,923)
Transferred to stage (1) 664,300 (654,300 - - - -
Transferred to stage (2) : {2,396,344) 2,396,344 - - - .
Transferred to stage (3} (715,926) (251,955} - 967,881 - -
Effect of total exposure due to change in the classifietion between stages {143,686} - - - (143,686) (315,912)
Effect of adjustment - - - - - -
written-off facilities - - - - - -
Adjustments due to change in exchange rates - - - - - -
Balanc¢e - End of the Year 92!176‘336 2,714,020 - 4,914,055 #FFLLFL 115,546,864
The movement on provision for the indirect credit fadiities - letters of guarantee
2020 2019
Stage (1} Stage {2}
Individual e Individual e Stage {3} total tatal
o ] D o Jo sl o
Balance - beginning of the year 177,180 27,235 - - 204,415 203,712
Impairment losses on new expasures during the year 95,310 1,167 - - 95,477 63,741
recoveries on impairment losses on maturad exposure {148,628) (20,105) - - (165,733) {60,517}
Transferrad to stage (1) 2,279 (2,279} - - - -
Transferred to stage (2) {10,453) 10,453 - - - -
TR SRING) L ey o o e s st srsrins - - — - -
stages 2,807 {3.333) - - {526) {2,521}
Effect of adjustment - - - - - -
Written-off credit facilities - - - - - -
Adjustrments due to change in exchange rates - - - - - -
Balance - End of the Year 118,495 13,3138 - = 131,631 204,415
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The distribution of the total Indirect credit faclitles { unartilized limlt Facikities) sccording ko the Bank's intemal credik rating |5 a8 folvws:

Cradit rating categories based on the Bank's internal system:

WoEm oW m oA WM e

"
)

1
Total

The movement on indirect credit faciities - unutiized imit facllitles

Balance - Baginning of the year

New expotures during the yaar

Fail exposures

Transferred ko stage (1)

Transferred ko stans ()

Transferred b stage [3)

Effect of total exposurs dus ta chanoe in the dassifetion between stages

Effect of adjustment

Written-off facikitles

Adjustments dua ko change in exchangs rates
Batanice - End of the Year

The movemant on indirect credit facllitles’ provision - unutilized lirit fadlities

Balance - beginning of the yaar

Impairment losses ot new axpasures during the year

recovaries an impalnment os<as on matured axposure

Transkmad to skagqe {1)

Transhemved ko stage {2)

Transferred to siage {3)

Effect on the provizion - 3t year end - due to change in classifitations betwean stages

Effect of adjustrrsnt

Written-off cradit fadlities

Adjustments dus to changs in exchange rates
Ealance - End of the Year

2020 2019
Srage (1} Stage (3)
Indlvidual Caollective Individual Collective (3] Stage Total Tatal
k3 h ) o o o o 0
- 842,689 - - - 842,689 654,046
- 228,924 - - 278,924 230,250
- 293,515 - - - 293,515 313,736
2,004,852 5,388 682 - 3,505 - 7.417,039 9,717,921
29,848,020 1,541,237 2,112,478 - - 33,501,725 38,489,194
- 738 614,726 2,918 - 618,382 129,302
- - - - - - 191,614
31,872 877 8295 785 2,727.204 £ 423 - 42 902 254 50,126,063
2020 2018
Staqe {1} Stage [2}
Insfividual Lollective Individyal CaReciive Stage (3} Takal Tokal
o o o n nB o o
37,368,696 7,925,683 4,831,544 140 - 50,126,063 53,922, 76%
14,024,035 1,585,677 1,414,953 3,383 - 17,428,048 20,557,443
[20,004,923) {1,613,229) (3.194,117) {75 - (24,812,344} {24,406,707)
60,006 116 {560,006} {116} - - -
{67,970} (3,040} 67,970 3,040 - - -
{6,572) 578 166,860 51 - 180,517 52,601
31,873,872 8,285 785 2,727 204 G423 - 42,902 284 50,126,063
2 2019
Stage (1) Stage {2}
Individual Collective Individual Colectiva Stage [3) Total Tatal
n o n o D o o
438,818 14,248 508,954 5 - 962,025 243,866
290,759 24,470 60,305 132 - 375,666 547,301
(222,003} {2,451} (381,385) 3 - {605,842) {70,130)
16,984 1 {16,988) 11 - - -
[589) (344) 588 344 - - -
{253) 339 {19,5904) £33 - {19, 6200 100,487
523.72¢ 36,263 151,571 475 B 712,029 562,024
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The distribution of the total indirect credit facilities (lattars of credit) according ta the Bank's intemal credit rating Is as follows:

Credit rating categories based un the Bank's Internal system:
1
2

wo e o~

11

Total

The movemant on the indlrect credit facilities- Letters of cradit

Balance - Beginn|ng of the year

Mew exposures during the year

Paid exposurss

Transfarred o skage (1)

Transferred to stage {2}

Transferred to stage (3}

Effect of total exposure due to change in the classifistion between stages
Effect of adjustment

Written-off facilitias

Adjustments due to change in exchanga rates

Balance - End of the Year

The movement, on indirect cradit facilities- Letters of credit

Balance - baginning of the yaar

Impatrment losses on new exposures during the year
recovaries on impairment 105585 on matured exposure
Transferred to stage (1}

Transferred to stage (2)

Transfarred Lo stage (3)

Effact on the provision - at year end - due to change in classifications between stages

Effack of adjustmant
Written-off credit facllitles
Adjustments due ta change in exchange rates

Balance - End of the Year

2020 2019
Stage {1} Stage (2}
Indlvidual Collective Individual Collactive Stage (3} ) Totai Total
i o o i o o] o
8,497,642 - - - 8,457,642 4,823,653
7,933,189 313,665 - - 8,845,858 9,948,035
- - - - - 145,879
16,430,831 913,669 - - 17,344,500 14,517 567
2020 2019
Stage {1} Stage {2}
Indlvidual Collective Individual Collect/ve Stage (3} Total Total
hln) bl o] plu] n jl ] pe3 o]
14,215,873 FU1,634 - - 14,917,567 33,820,573
15,800,003 88k5,221 - - 16,594,324 10,708,445
{13,554,045) (673,346) - - (14,267,381  {28,701,451)
16 430,831 913 669 - - 17i344i500 14!917!56?
2020 2019
Stage {1} Stage (2}
Individual Collective Individual Collective Stage {3} Totat Tatal
o o o el filed hlv) L]
43,118 7,214 - - 50,332 102,306
53,846 §,382 - - 60,228 48, 444
{43,023} {7,204) - - {50,227} (100,418)
53341 6,392 - - 50,333 50,332
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23.

Paid-up and Issued Capital

24,

The paid-up capital amounted to JD 110,000,000, divided into 110,000,000 shares at a
par value of ID 1 per share as of December 31, 2020 and 2018.

Reserves

The details of the reserves as of December 31, 2020 and 2019 is as follow:

a. Statutory Reserves
The amounts accumulated in this account represent transfers from the annual profits
before tax at a rate of 10% during the year and prior years according to the Bank's
regulations, and the reserve amounts may not be distributed to shareholders.

b. Voluntary Reserves
The amounts accumulated in this account represent transfers from the annual profits
before tax at a rate not exceeding 20% during the year and prior. The voluntary
reserve is used for the purposes determined by the Board of Directors, and the General
Assembly of Shareholders have the right to distribute it, wholly or partially, as
dividends to shareholders.

The restricted reserves are as follows:

Reserve Type 2020 2019 Nature of Resiriction

D D
According to the Bank's
Statutory reserve 28,379,747 27,958,998 regulations and the
Companies Law
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25. Fair value Reserye - Net

This item's details are as follows:

Ealance - beginning of the year
Unraalizad gain {losses)
Deferred tau habilities

Defarred tax assets

Balance at the End of the Year

The reserve is shown at fair valus after deducting the deferred tax assets balance of JO 18,412 and tax liabilities of JD 1,098,223 as of December 31, 2020

(Deferred tax aseels are D 119,341 as of December 31, 2019 8 affset tax ltabilities are 10 1,970,569 as of December 31, 2019).

26, in

The movement on retained earnings s as follows:

Balance - beginning of the year
Gain from sale stocks (OC1)
Incoma for the year - statement
Transferred from reserves
Dividends distribution

Balance — End of the Year

Decamber 31,
December 31, 2020 2019
Hedging
Shares Eonds Darlyatives Total Total
{190,190} 3,224,403 (90,905) 2,343,308 {77,148}
357,763 2,659,972 {176,125} 2,841,610 4,871,704
{B7,434) {1,010, 789} - {1,098,223) {1,570,589}
{48,515} - 66,927 18,412 119,341
31,624 4873596 {200,103} 4,705,107 2,943,308

For the Yaar Ended

December 31,
2020 2019
hlv] hz)
15,725,766 22,378,254
- 7,800
1,222,213 1,935,274
(420,749} {345,562}
- 8,250,000}
16,527 230 15,725 765

e e —————t—u

- Retsined earnings Includes a restricted amount of 10 9,226,619 as of December 31, 2020, which reprecents deferred tax assets (ID 7,078,489 as of December 31, 2019}, including

capitatizatlon or distribution only to the extent of what is actually recognized according to the instructions of the Central Bank of Jurdan and the Jordanian Securities

Commission,

- Retained earmings includes an amount of 30 2,781 as of December 31, 2020 (ID 2,751 as an income for the year 2013 which is restrictad and represents the effect of early

implementabion of IFRS No. {8,

7. radi s[Surplus} Provish

This item's details are as follow:

Deposits balances at banks and financial institutions

Financlal assets st fair value from other comprehensive income
Financial assets at amortized cost

Diract credit facilities

Ciscounted ietters of cradlt

Intarasts and revenues under collection

Contingent liakilities and commitments

2020 2013
o o

27,787 4
(11,438) (77,401}
9,733 (50,671}
13,395,903 11,869,645
(15,524} (18,471}
21,959 {112y
(312,776} 666,887
13,115,650 12_,3-89;832
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28. Interest Income

The detzils of this itemn are as follows:

Direct Credit Facilities

Individual {retail)

Overdraft

Loans and discounted bills
Credit cards

Real estate mortgages

Corporate lending

Overdraft

Loans and discounted bills

Small and medium enterprises lending "SME's

Overdraft

Loans and discounted bills

Government and Public Sector

Balances. at central banks

Batances and deposits at banks and financial institutions

Financial assets at fair value through other comprehensive income

Financial assets at amortized cost

interest income on margin trading financing for the subsidiary customer

Interest income on interest rate swap contracts

29. Interest Expense

The details of thls item are as follows:

Banks and financial institutions' deposits
Customers deposits :

Current accounts and demand deposits
Saving deposits

Time and notice deposits

Margin accounts

Lozns and borrowings

Deposits guarantee fees

Interest paid on lease lisbilities (Rents)

Interest paid on interest rate swap contracts
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2020 2019

0 D
161,019 82,070
21,810,513 23,864,903
666,515 763,023
4,707,700 5,962,644
4,002,209 6,309,354
9,947,538 12,083,770
378,356 439,205
856,774 876,404
1,035,269 145,233
135,662 107,453
582,765 1,676,714
6,950,177 6,468,932
8,256,785 9,497,626
2,583,016 2,651,778
207,498 443,416
62,282,196 71,372,525

2020 2019

o 1D
2,544,453 5,772,673
43,086 48,101
24,088 188,800
19,167,799 24,850,814
1,456,136 1,373,337
3,454,757 4,301,577
865,678 821,479
164,543 202,929
783,517 784,294
28,504,057 38,344,004




30. Net Income Commission

The details are as follows:

Direct facilities commissions
Indirect facilities commissions
Net Income Commission

31. Gain on Foreign Currency Exchange

The details are as follows:

Resulted from trading

Resulted from revaluation

32. Gain on Financial Assets at Fair Value from Other Comprehensive Income

The details are as follows:

Dividends distribution income for corporations

Gains on selling bonds
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2020 2019
D 1D
1,936,007 2,100,589
1,399,679 1,460,872
3,335,686 3,561,461
2020 2019
D D
476,774 479,378
349,724 556,809
826,498 1,036,187
2020 2019
D D
31,875 35,286
- 8,149
31,875 43,435




neom

The details of this item are as follows:

2020 2019
1D JD

Brokerage commissions at financial markets 1,388,408 920,400
Visa Income 469,118 .766,460
Management and consulting fees 14,537 19,572
Transfers commission 163,398 203,339
Recovery of written-off debts 117,423 227,181
Capitalized Gain 25,702 4,643
Returned cheques commission 19,216 65,571
Salaries transfer commission 287,379 292,732
Postal fees 524,027 616,765
Others 451,452 695,441

Total 3,464,660 3,812,104

4. Empl Expenses
The details of this item are as follows:
2020 2019
D D

Salaries, benefits and allowances 10,861,518 11,009,856
Employees' honuses 289,858 327,745
Social security contributions 1,361,789 1,363,136
Medical expenses 585,703 544,240
Training expenses 63,935 89,027
Travel and transportation expenses 6,651 30,837
Other 165,622 204,730

Total 13,335,076 13,569,571
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35. Other Expenges
The details of this item are as follows:

Tax and fees

Computer expenses

Advertising and marketing expenses
Travel expense

General administration expenses (Bahrain}
Telecommunication expenses

Building Services and benefits expenses
Board of Directors' expenses

Office supplies expenses

‘Borrowers transactions fees

Consulting fees

Magazines and newspapers subscription
Work-related and statutory fees

Board of Directors' bonuses

ATM expenses

Internaticnal Visa fees

Provisions of lands prepared for sale

Other
Total

36. Earning per Share for the Bank's Shareholders

The details are as follows:

Profit for the year

Weighted average of the number of shares
Basic and diluted earnings per share (JD/Fils)

The basic earnings per share from the profits for the year is equivalent to the diluted

earnings per share from the profits for the year.

37. Cash and Cash Equivalent
The details for this itern are as follows:

Cash and balances with the Central Bank of Jordan maturing
within three months

Add: Balances at banks and financial maturing within 3 months

Less: Banks and financial institutions’ deposits maturing

within 3 months
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2020 2019
D D
668,770 680,337
1,420,667 1,226,900
1,033,434 441,292
2,373 76,301
238,509 315,940
962,154 946,351
599,148 587,602
402,213 493,596
379,471 421,000
425,812 530,495
66,152 88,352
8,965 11,296
427,922 565,907
85,500 80,000
213,057 222,555
194,158 215,757
153,116 -
547,044 537,458
7,828,465 7,431,139
2020 2019
D D
1,222,213 1,935,274
110,000,000 110,000,000
-/011 -/018
2020 2019
D 0
52,217,487 68,048,129
90,014,101 59,264,917

(157,160,531)

(170,016,352)

(14,928,943}

(42,703,306}
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Tr. ion:

Compary's hame

Pald-up Capital
Ownership
Parcentags 2020 2013
% Jo o
Arab Co-operation for Financial Investments Company Ltd 100 15,600,000 15,600,000

All the balances and transactions between the Bank and the subsidiary company were eliminated.

The bank entered Inte transactions with parent and affilkated companies, directors, senlor management and their related concerns In the ordinary course of business at

commercial interest and commission rates. All credit fachities granted to related parties are perfarming icans and are free of any provislon for impairment.

The details for this item are as foliows.

Congoligated Statement of Financial Position items:
Direct credit facilitias

Balances at banks and financial institutions
Depasits at banks and financial institutions
Customers' deposits

Loans and bormowings

Letters of guarantes

letters of cradlt
Interest rate swap contracts

Currency swap contracts

Consolldated Statement of Income Jtems:
Interest and commission income

Interest and commissions expense

Related Party December 31,
Subsidiary Exacutiva Bank's Board of
Company Management Employees Directors 2020 2019
sl e e o s o
- 1,649,652 2,785,068 6,938 11,645,658 10,556,643
11,987,761 - - - 11,987,761 17,322,150
37,452,830 - - - 37,452,830 53,987 887
- 2,033,614 1,964,630 1,526,631 5,524,875 4,705,324
3,150,500 - - - 3,150,500 1,772,500
41,549 882 - - - 41,549,882 41,178,055
3,815,790 - - - 3,815,790 10,482,891
7,090,000 - - - 7,050,000 10,635,000
32,018,000 - - - 32,018,000 76,111,300
2020 2019
i s
628,565 84,470 339,836 - 1,112,871 1,901,523
{545,204} (68,219 (41,798) {55,544) (710,865) (1,810,302)

*Interest rates on credit Faciities range from 2% to 7.5%, and interest rates on customers' deposits range from 0.01% o 4.5%.

=], addition to what was disclosed in the above table, the fotal balance of the credit facilities provided to the Bank's related parties, numbering 131 cliants,

amounted to JD 4,120,351 as of December 31, 2020, against acceptable guarantees of JD 2,276,235 as of December 21, 2020. The interest rates payable on

these credit facilities range from 2% to 14%, while the commission rates range from 0.5% t0 1%.

Summary of the Bank's Executive Management's
Remunerations:

Salaries and bohuses

Total

For the Year Ended

December 31,
2020 2019
il an
2,372,229 2,836,459

2,372,229 2,836,459

- 79 -



40.

Risk Management

Based on the importance of managing the various risks that surround the Bank's business
activities to which the Bank is or may be exposed in the future, the Bank continues to
follow a risk management strategy in line with the direction of the Board of Directors,
senior management, legislations, and laws issued by the Central Bank of Jordan, as well
as with the policies and procedures of the parent institution in Bahrain, where the best
international practices and the latest methods and techniques of risk management are
applied. Moreover, risk management at the Bank is directly linked to the risk Management
Committee of the Board of Directors.

The risk management process involves identification, measurement, evaluation and
monitoring of financial and non-financial risks that can negatively affect the overall
performance of the Bank. It is the responsibility of senior management to determine the
main principles of risks and the amount of risks that the Group can accept, as well as their
optimal distribution to the Bank's various business activities and sectors. During 2020 ,
internal capital adequacy assessment process ICAAP, which included an assessment of the
level of internal capital adequacy, legal liquidity ratios and other ratios, was continued on
the basis of the expected business strategy for the next three years.

The Bank has been able to maintain a high level of capital adequacy as well as a
comfortable liquidity ratio in anticipation of any stressful situations that may occur. It has
also been able to maintain the Bank's durability according to ICAAP and Basel III
requirements and to keep up with any modifications to the Basel requirements.

The Central Bank of Jordan (CBJ) has released the Stress Testing Instructions, hence the
bank has developed a methodology, Policy and Procedure and approved by Board Risk
Committee in order to apply these instructions, where Stress tests are considered a key
element in risk management process at various level, as follows:

-  Considered a major quantitative tool for understanding the bank’s risk profile and
the ability of the bank to withstand various types of shocks, and high risks.

- Animportant part of the capitai planning process through Interna! Capital Adequacy
Assessment Process (ICAAP).

- Help the bank to estimate the size of future capital that must be available in the
coming years in accordance with its established strategy.

- An important part of identifying, measuring, and controlling liquidity risks in order
to assess the bank’s liquidity and the adequacy of liquidity shocks mitigating tools.

These tests are designed to assess the bank’s financial situation in stress but possible
scenario, where the necessary reports have been made and submitted to the Board Risk
Committee, which adopt the assumptions and scenarios used, discuss the results of the
tests, and adopt the actions to be taken based on these results,

Governance of Stress Testing

Stress tests must be a key part of risk governance and risk management culture of the
bank in order to enhance the ability of the bank to identify and control risks.

The Role of the Board of Directors:

¢« The board of directors must ensure the existence of an effective framework for stress
tests to evaluate the ability of the bank to withstand shocks and confront high risks.
In this regard, the stress testing program at the bank will be the ultimate responsibility
of the board of directors, and approve of the related policies and procedures.

« The board of directors must verify that the risk management department conducts the
stress tests on a periodic basis. The board of directors must have a major role in
setting the assumptions and the scenarios used, analyzing the stress testing results,
and approving the procedures to be implemented based on the stress testing
outcomes.
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The Role of the Senior Executive Management:

Executing and monitoring the stress testing program and in line with the methodology
adopted by the board of directors which is in line with the determined stress testing
hased on the Central Bank of Jordan instructions.

Ensuring the availability of a qualified staff at the risk management department to
conduct the stress testing and that the department does possess the appropriate tools
and means for the tests.

Ensuring the availability of a suitable number of possible scenarios that are related to
the business of the bank, given that these scenarios are well- understood and
documented,

Using the results of the stress tests in setting and identifying the bank’s risk appetite
statement, and in planning for capital and liquidity.

The Role of the Risk Management:

To adopt the Central Bank of Jordan instructions related to the design of stress testing
program and use of forms and methodologies to determine their impact on the bank to
cover, but not be limited to, the following aspects:

Stress tests must encompass scenarios ranging from the lowest impact to the highest
impact

Making sure that the tests cover all the complex financial products as needed

Taken into consideration the possible changes in the market circumstances that might
adversely impact the bank's exposure to concentration risks

Stress tests shall include scenarios to evaluate the size and impact of the off- balance
sheet assets on other types of risks

including some scenarios that are related to the reputational risks in stress tests, by
reflecting the risks outcome which may have an impact of the Bank’s reputation and
in which it also reflect on the Bank’s liquidity, it's liquid assets, through withdrawals
of deposits by some customers.

The tests used must be appropriate to the degree of risk appetite that the bank has
set for itself so that the scenarios selected by the bank commensurate with the size,
nature, and complexity of the bank's business as well as the risks associated with the
bank.

The stress testing program must include both quantitative and qualitative methods te
improve the comprehensiveness of these tests and make them supportive and
complementary to the patterns and approaches of risk management used in the bank.

The tests must range from simple sensitivity tests that are based on the change(s) in
a single risk factor analysis sensitivity and to scenarios that are based on statistical
methods which take into consideration the relationships among the drivers of systemic
risks in times of crises, noting that the part related to scenario analysis is annually
determined by the Central Bank of Jordan.

Set a suitable dialogue format among the various related parties in order to obtain
their views and opinions regarding the possible shocks and stressful situations in case
of it occurrence so that it can then identify the assumptions and scenarios suitable for
the internal and external risks that the bank might be exposed to. All concerned
parties in the bank, such as Compliance Department, Internal Audit Department,
Central Operation Department, Legal Department and Businesses Departments and
others involved must participate in this dialogue in order to identify the possible
shocks for Operational Risk on an annual basis and according to the instructions of
the Central Bank of Jordan.

The results of the tests should be submitted to the Local Assets and Liability

Committee and the local Board Risk Committee and the Risk Committee stemmed by
the Bank's Board of Directors and on an annual basis.
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The Role of the Internal Audit:

The internal audit department is responsible for reviewing and evaluating the stress testing
framework at least once a year, and for reporting the resulits of the review and evaluation
to the board of directors.

During 2020 , the Bank reviewed and updated all risk policies based on the determined period
for this and in which it ensures all the monitoring and internal requirements to be adopted by
the Board of Directors, noting that the Bank keen on periodically reviewing the various policies
in order to deal with the surrounding risks and limit their impact.

During 2020, the Bank continued to implement IFRS (9) requirements through applying the
methodology adopted by the parent institution in Bahrain with some adjustments to suit the
requirements of the Central Bank of Jordan in this regard. Moreover, the expected credit losses
(ECL) have been calculated based on the stages of classification of assets within the stages
specified in this standard in accordance to the Bank's financial statements for the year 2020,
These results were presented to the Board of Directors, Risk Committee of the Board of
Directors, and the Local Committee of the Bank. The following represents a background of this
methodology:

1. Definition of the Bank's implementation of default and the mechanism of dealing
with default

The Bank follows and applies the Central Bank of Jordan’s Instructions No. (2009/47)
dated December 10, 2009 for the classification of the non-performing accounts for the
outstanding Bank’s credit portfolio, where it classifies the non-performing debts and
interest in suspense automatically within the used Bank's system, and according to the
classifications included in the instructions (sub-standard, doubtful debts, and loss debts).

1) Bank's application of default:
The Central Bank of Jordan’s instructions are applied with regards to the classification
of impaired debts and suspension of interest. As for provisions, the Central Bank of
Jordan’s instructions and the internal Bank’s policies are applied, whereby the most
conservative resuits are taken.

2) Mechanism of default treatment:
» Scheduling of indebtedness according to the scheduling principles stated in the
instructions of the Central Bank of Jordan.
Final payments and deducting part of the debt.
Taking legal procedures to collect the Bank's rights.
Manually transferring non-performing accounts to performing accounts.

Taking into consideration the instructions of the Central Bank of Jordan and the
internal policy adopted by the Bank, where the more conservative and strict
procedures are adopted. The classification of risk ratings for non-performing accounts
is adopted as follows:

Classification Internal Classification for

Segment Non-performing Facilities
Sub-standard 9
Doubtful debts 10
Loss debts 11
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Detailed explanation of the Bank's internal credit classification system and its
working mechanism

The Bank evaluates corporate customers based on Moody’s internal evaluation system.
Moreover, the evaluation relies on the evaluation of the financial elements and the non-
financial elements where the financial statements relating to the results of corporate
clients are entered into the internal rating system when granting, reviewing, or modifying
the ceilings of the facilities granted to the client within the ratios and financial indicators
specified on the system. In addition, there are standards and non-financial requirements
entered into the system to extract the customer’s degree of risk classification based on
the risk classification degree listed below. This degree is entered through the Bank’s
system, indicating that the classification degrees 7 & 8 also include watch-list facilities
accounts. On the other hand, the classification ratings of (9, 10, and 11) relate to the non-
performing facilities accounts based on the Central Bank of Jordan’s Instructions No.
(47/2009). In this respect, the classification related to the watch list and non-performing
accounts are performed automatically in the system.

Internal Risk Grade Description
1 Excepticnal
2 Excellent
3 Superior
4 Good

5 Satisfactory
6
7
8
N

Adequate
Marginal/Watch list
Special mention
PLs (9,10 &11) Sub-Standard, Doubtful and Loss

Mechanism adopted for calculating the expected credit losses (ECL) based on
financial instruments for each individual item.

The expected credit losses are calculated based on financial instruments classified under
the amortized cost portfolio or through the other comprehensive income statement based
on an individual basis, on debt instruments. The calculation is performed according to the
Treasury Department’s business model adopted by the Bank’s Board of Directors, where
these tools are subject to impairment calculation (Expected credit losses) according to
IFRS (9) requirements. Meanwhile, loss is recorded in the consolidated statement of Profit
or Loss.

The debt instruments issued or guaranteed by the Government of Jordan are excluded
from the expected credit loss. '

Regulatory requirements for the implementation of International Financial
Reporting Standard (9) including the responsibilities of the Board of Directors
and Executive Management in ensuring compliance with the said requirements.

The Bank’'s Board of Directors shall adopt the policies and documnents relating to the
standards, methodologies, and the basis for calculating the requirements of IFRS (9)
according to the Central Bank of Jordan's instructions, including periodically reviewing the
results of the expected credit losses calculation and standing up on the developments and
updates related to these results, in addition to the basis and other matters related to the
calculation.

The Board of Directors approves any exceptional case in which an allowance is made or
expected credit losses are taken, and the adjustments concerning the expected credit
losses calculation results according to clear and reliable justifications.

The Bank’s Steering Committee for managing the application of IFRS (9) is chaired by the
CEO, and its membership consists of each of the heads of the executive departments
concerned with the application. The members represent the heads of the business units,
backing and support group, risk management, financial control, and information system
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management. This Committee supervises the application of IFRS (9) requirements, and
is responsible for applying it to ensure that the concerned departments shall implement
this plan according to the competence of each to comply with the roles assigned;
implement the procedures related to the implementation steps and stages of applying this
standard in the Bank; present the completion results once ready; and coordinate with the
various credit committees in the Bank to obtain the necessary approvals for the cases that
require an adjustment to the resuits of calculating the volume of the expected losses, and
reviewing the result of calculating the volume of credit facilities.

The Credit Committee presents and reviews the list of accounts that need to be monitored
closely and under control in order to verify that the size of the provisions calcuiated are in
accordance with the required standard commensurate with the credit risk related to these
accounts.

The requirements of IFRS (9) has been implemented through the Arab Banking
Corporation/parent company in Bahrain. Moreover, agreement has been reached d to
apply this standard at the Group’s level through Moody's Company.

Definition of the mechanism for calculating and controlling the probability of
t(lefa u)lt (PD}, credit exposure at default (EAD), and the rate of loss given default
LGD).

e« According to IFRS(9), the expected credit loss measurement model has been applied
using the following framework:
Expected Credit Losses = Credit Exposure at Default * Probability of Default * the rate
of Loss Given Default.

s Credit exposure is calculated according to the Central Bank of Jordan’s instructions as
follows: loans and credit facilities (direct and indirect), debt instruments recorded at
amortized cost, debt instruments recorded at fair value through the statement of
comprehensive income, financial guarantees, credit exposures to bank and financial
institution, the unutilized direct limits, taking into consideration the conversion factor
for indirect requirements. A rate of 100% has been adopted for calculating the
exposure at default.

¢ The Probability of Default ratios have been calculated according to the results of the
evaluation of the risk degree of the credit portfolio of the customers during the past
years. Moreover, the required review has been conducted regarding the customer’s
risk assessment forms for all corporates and banks through Moody's system according
to the following table:

Moody's Rating Notch ABC - Rating
Aaa 1 1
Aal 2 2+
Aa2 3 2
Aa3 4 2-
Al 5 3+
AZ 6 3
A3 7 3-
Baal 8 4+
Baa2 9 4
Baa3 10 4-
Bal 11 5+
Baz2 12 5
Ba3 13 5-
Bl 14 o+
B2 15 )
B3 16 6-
Caal 17 7+
Caaz2 18 7
Caa3 19 : 7-
Ca 20 8
Sub-Standard 9
Doubtful 10
Loss 11
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The loss given default ratio is calculated using the systems approved by the external
supplier of Moody's company, assuming that the default happens after calculating the
recoverable amount of the credit exposure and the timing of the recovery, taking into
consideration the collaterals provided against the credit exposure and the application
of the deduction ratios determined in accordance with the internal standards adopted
by the Bank.

The methodology for calculating the expected credit loss in the stage one and two was
adopted on a Collective Basis level for the retail portfolio (personal loans, housing
loans, credit cards and auto financing loans). Moreover, the Roll Rate Approach was
adopted. Such portfolios or products carry similar credit risk and share several
elermnents such as (type of product, quality of collateral provided, nature of financing,
duration of financing, sector, etc.) ’

The stress tests required in accordance with IFRS (), which is part of the expected
credit loss calculation process, were adopted in three scenarios to study the future
forecasts and their effect on the variables of the expected credit loss measurement
model, represented by a base scenario, downside scenario, and upside scenario, since
we have adopted the weighted probability value for these scenarios.

As for the calculation of the credit loss under Stage 3, we continue to follow the Central
Bank of Jordan’s Instructions No. (47/2009) for the classification of non-performing
debts, suspension of interest, calculation of provisions and acceptable haircut rates
for collateral based on these instructions and the volume of credit losses are calculated
based on IFRS 9 in which the more conservative is taken.

Determinants of the significant change in the credit risk on which the Bank
relies for calculating the expected credit losses

To calculate the size of the credit loss for the facilities of corporate customers and
financial institutions (the Banks) of all types to be classified as part of the stage two,
the investment portfolio, indirect liabilities on individual basis, the determinants of the
significant change in credit risk {SICR) were adopted as follows:

A decrease or deterioration in the actual internal credit rating of the borrower
according to the internal rating system applied by the Bank related to comparison
with the internal rating of the borrower at the time of granting the loan.

Accounts with no risk rating degree on the system at the facility granting and their
current degree of risk rating 5+ or worse classified in stage two.

The unpaid accruals on one of the client accounts or the borrower equal to or
greater than 30 days.

Accounts classified as watch list (internal ratings 7 and 8).

Accounts that need to be actively monitored by the Bank within the account.
Accounts that have restructured the debtor’s obligations (structuring obligations).
As for the credit portfolio for retail facilities of ail types, the customers’ loans with

dues for more than or equal to 30 and less than 90 days are classified in the stage
two, in addition to the restructured accounts.

-85 -



The Bank's policy in identifying the common elements (characteristics) on
which the credit risk and expected loss are based on a collective basis

The methodology for calculating the expected credit loss in stage one and two was
adopted at the Collective Base level for the retail portfolio (personal loans, personal
loans against cash margins, housing loans, credit cards, and auto financing loans).
Moreover, the Roll Rate Approach was adopted. Such portfolios or products carry similar
credit risks and share several elements such as (type of product, quality of collateral
provided, nature of financing, duration of financing, sector, etc.).

The roll-rate approach was used to calcuiate the probability of default for retail products
for each product based on the reports extracted from the Bank during the past years
and monthly to determine the distribution of dues. The loss given default ratio was
calculated by reference to the size of the realized recoveries of the NPL portfolio for
each type of the retail portfolio, including the overdrawn account during the previous
years,

Recently, an independent and more detailed methodology has been developed to
calculate the expected credit loss of the credit portfolio granted by the subsidiary “Arab
Co-operation for Financial Investments”, representing the financing of shares within
margin trading and Spot trading products for Stage (1), Stage (2), and Stage (3). In
this regard, the risk rating of the performing portfolio custormers classified within Stage
(1) has been considered one notch less than the risk rating of the country (Jordan).
Meanwhile, the risk rating of the customers classified within Stage (2) has been
considered four notches less the risk rating of the country (Jordan}. As for the maturity
of the credit facilities, the maturity date of the margin trading product has been
considered one whole year for the credit facilities classified within Stage (1). At the
same time, 4 years have been added to the credit facilities classified within stage (2).
As for Spot trading product, the maturity of these facilities is 3 months, whereas for
the loss given default, 5 %( LGD Floor)} has been adopted for the facilities classified
within Stage (1) (calculated according to the coverage percentage of the existing credit
facilities), and 10% for the LGD Floor for the custorers classified within Stage (2). As
for the classification of Stage (3) (Defaulted accounts), the Company adopts the
approved internal policy in this regard.

Primary econcmic indicators used by the Bank in calculating the expected
credit loss probability of default (PD)

The parent institution in Bahrain used an external supplier to conduct the calculation of
expected credit loss by adopting three scenarios to study the future forecasts and their
impact on the variables of the credit loss measurement model. The economic factors
used in the calculation were the economic growth ratios in Jordan and the stock price
index.
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The banking significant risk for the Group and management tools to handle it:

{40/a) Credit Risk

Credit risk represents the other party's defauit or inability of the financial instrument to meet
its obligations toward the Group which could result in a loss. The Bank divides the direct
credit facilities portfolio into four sections comprising credit facilities for governments and
financial institutions, including banks and companies, consisting of both corporate and
medium-size facilities; as well as retail facilities, including personal loans, housing loans and
other products such as credit cards and personal car loans. These policies include rules and
procedures that must be adhered to when granting or renewing facilities. They also include
a special evaluation for each customer through rating, whereby CreditLens is currently used
to classify the facilities of corporates and medium companies, and in which is performed
automatically. In addition, a Credit Scoring model is adopted to assess customers included
in the retail pertfolio.

The Bank is also pursuing a policy of diversification at the level of customers, economic
sectors and geographical regions, which contributes to reducing the degree of credit risk. In
order to control the risks of lending, the Risk Management Committee of the Board of
Directors holds periodic meetings to discuss all matters related to credit risk, and is provided
with quarterly reports on the distribution of the facility portfolio in terms of economic
distribution, credit rating, geographical distribution, tenor for facilities, volume of expected
credit losses, review of the results of regulatory and internal capital adequacy ratios, and the
results of stress testing and risk appetite limits, which determine the direction of the Bank in
the upcoming period. The adequacy of the impairment provision for the credit facilities is
reviewed periodically in accordance with the instructions of the Central Bank of Jordan.
Moreover, the volume of expected credit losses is reviewed in accordance with IFRS (9).

The details of the direct credit facilities portfolio are stated in Note (8). In addition, the
Group’s off-balance sheet financial position obligations carrying credit risks are detailed in
Note (40).

Rescheduled Debts:

These represent the debts pre-classified as non-performing credit facilities and derecognized
as non-perfarming credit facilities according to assets rescheduling, and recognized as stage
2 debts. The total rescheduled debts amounted to JD 527,977 during 2020 (D 721,334
during 2019).

Restructured Debts:

Restructuring means rearranging the credit facilities through amending the instaliments,
prolonging the facilities, postponing some other installments, increasing the grace period, or
classifying the credit facilities as debts under Watch list. Restructured debts totaled 1D
16,037,230 including some accounts that have been restructured twice during the year
totaling JD 9,374,285 as of December 31, 2020 (a total of JD 30,402,512 as of December
31, 2019, including some accounts that have been restructured twice during the year with
a total of JD 8,557,295).
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5. Cradit Risk Exposures (after provision for impairment, outstanding interest and before collateral and other risk mitigator:

December 31,

2020 2019
i iln3

Consolidated Financial Position Items
Balances at central Ganks 45,522,857 60,607,832
Balances at banks and financial institutions 89,979,061 59,257,664
Deposlits at banks and financial institutions 7,343,135 2,603,874
Credit facilities at amortized costs- net:
individual 300,890,814 262,468,049
Real estate mortgages 71,071,805 74,635,249
Companies
Corporates 225,346,151 255,121,085
SME's 22,513,745 17,135,493
Government and Public Sector 30,119,417 11,639,578
Bands, bills and debentures:
Within: Financia! Assets through cther comprehensive income 132,332,356 146,201,521
Within: Financial assets at amortized cost 126,843,748 137,461,461
Mortgaged financial assets 62,631,159 35,012,800
Financial instrurnent derivatives - -
Other Assets 8,005,899 25,118,885

Total 1,122,600,147 _1,087,267,491
Items off-consolidated statement of financial Pesition
Letters of guarantees 99,672,778 115,342,449
Letters of credit 14,198,421 8,545,841
Acceptances 3,085,746 6,321,394
Un-utitized facilities ceilings 42,190,255 49,164,035

Total 159,147, 200 179,373,722

Net total _ 1,281,747,347 1,266,641,213

The guarantees against the loans and facilities are as follows:
- Real Estate Mortgage

- Financial Instrurnents Mortgage, such as shares

- Bank (Guarantee

- Cash Warranty

- Governmental Guarantee

The management observes the market value of collaterals periodically. In case there is a decline in the value of the
collaterals, the Bank requests additional collaterals to cover the deficiency in value. In addition, the Group evaluates
the collaterals against non-performing credit facilities periodically.

Rescheduled Debts:

These reprasent the debts pre-ciassified as non-performing credit facilities and derecegnized as non-performing credit
facilities according to assets rescheduling, and recognized as stage 2 debts during the year 2020, The total rescheduled
debts amounted to JD 527 977 as of the end of the current year against an amount of 1D 721,324 as of the end of the
orior year.

Restructured Debts:

Restructuring means rearranging the performing credit facilities through amending the Installments, prelonging the
facilities, postponing some other installments, increasing the grace peried, according to the customers cash flows in
which it will help them in settling their obligaticns against the Bank. Restructured debts totaled )0 16,037,230 including
some accounts that have been restructured twice during the year totaling 1D 9,374,285 as of December 31, 2020 against
an amaunt of 10 30,402,512 as of the end of the prior year.
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7 -~ bonds and Treasury bills
the table below shows the classifications of bounds and treasury bills according to the external clasification ratings (S&P):

2020
Cther financial
within financial
Within financial assets through Within other
assets at comprehensive financial assets at
Classification grade mortgaged cost income amortized cost Total
i1 ») h]s] 1 o
AAA - - - -
AR+ - - - -
AA - 3,716,188 - 3,716,188
Al- - - - -
At - - - -
A - - - -
A_ - - - -
BBB+ - 3,656,561 - 3,656,561
BBB - - - -
BBB- - - - -
BB+ - - - -
BB - - - -
BE- - - - -
B+ - - - -
B - - - -
B_ - - - -
ccc- - - - -
c - - - -
Unclassified - - 14,980,132 14,980,132
Governmental or guaranteed from government 62,631,159 124,959,607 111,863,616 299,454,382
Total 62,631,159 132 332,356 126,843,748 321,807,263
2019
Other financial
within financial
Within financial assets through Within other
assets at comprehensive financiai assets at
Classification grade mortgaged cost income amortized cost Total
o o o 0
AAA - - - -
AA+ - - - -
AA - 3,553,18% - 3,553,189
M_ - - - -
At - - - -
A - - - -
A- - - - -
BEB+ - 3,587,008 - 3,587,008
BEb - - - -
BBB- - - - -
BB+ - - - -
EB - - - -
BB- - 3,532,983 - 3,532,983
B+ - - - -
B - - - -
B_ - - - -
<Ce- - - - -
C - - - -
Uaclassified - - 14,989,871 14,589,871
Govarnmental or guaranteed from government 35,012 800 135,528,341 122,471,590 293,012 731
Total 35,012 BOO 146,201,521 137,461,461 318675782

All Bonds listed above are classiffed within stage 1.
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{(40/B) Market risk

Market risk relates to the losses from the financial positions on- and off- the statement of
financial position arising from the changes in interest rates, exchange rates, and shares’
prices. Moreover, market risk is monitored and managed by the Market Risks Department
related to the Risk Management Department, in addition to other committees and regulatory
entities, including the Assets and Liabilities Committee and Risk Management Committee
which comprises of some members of the Board of Directors and the Risk management
supervisors.

The Bank manages market risks from the Bank's investments in bonds and shares, exchange
of foreign currencies swap contracts, and certificates of deposit using multiple advanced
techniques in order to achieve comprehensive management for this kind of risks such as VaR
(Value at Risk) which the Bank calculates daily, in a way that includes all the Bank's portfolios
subject to risks (Interest rates instruments, Equity instruments for trade, and the foreign
. currencies centers), by using the (Historical Simulation) which is based on several
assumptions such as calculation for one day (one-day time horizon) and a confidence level
Iof 99%. In this respect, VaR results are compared daily with the portfelio realized profit and
0sses.

The Bank also calculates the effect of the sensitivity of the change in interest rates for the
financial instruments that change in accordance with the change in interest rates; and for
the main currencies that the Bank deals with according to Basis Point Value (BPV)} based on
Eal\%lla)ting the expected possible losses for the change in interest rate at one basis point

D .

The table below shows the effect of the financial instruments exposures risks on the
statement of Profit or Loss according to the sensitivity analysis if the interest rate declines
by one percent:

For the yvear 2020

According to the financial instruments (BPY=DV01)

Financial Instrument DVO01 value
JD
Bonds (72,459)
Gaps in bond's maturity -
Finance Market 70
Interest / Currency swaps 2,054

Certificates of deposits
For the year 2019

According to the financial instruments (BPVY=DV01)

Financial Instrument DV01 value
D
Bonds (77,035)
Gaps in bond's maturity -
Finance Market 70
Interest / Currency swaps 1,354

Certificates of deposits

The table below shows the effect of currency risk on the statement of Profit or Loss
according to the sensitivity analysis if the currency rate declines by one percent:

For the yvear 2020

According to currencies

Currency DVO1 value
1D
Euro (438)
Sterling Pound (139)

For the vear 2019

According to currencies

Currency DV01 value
D
Euro {618
Sterling Pound {105
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(40/€) Liquidity Risk

Liquidity risk is the risk that the Bank will not be able to provide the necessary funding to
meet its liabilities in its maturity dates due to the inability to liquidate the assets. To minimize
these risks, the Bank's management diversifies its sources of funds, manages and aligns the
maturities of assets and liabilities, and maintains a sufficient balance of cash and cash
equivalents and securities available for trade .

Within the framework of the general strategy to achieve a return on its investments, the
Bank reviews and manages liquidity at various levels, including the Treasury, Financial Audit
Department, Risks Management Department, as well as the Assets and Liabilities Committee
which is specialized in this regard. The cash flow review includes an analysis of the maturity
profile of assets and liabilities in an integrated manner. It analyzes the sources of funds,
which include customers, correspondent banks, affiliates and associates, the Bank's branches
in Jordan, and the distribution and concentrations of customer deposits by sector.

The Bank follows a liquidity management strategy approved by the Board of Directors aimed
at implementing a comprehensive concept for managing the liquidity risk and associated
dependencies efficiently and effectively. It also takes into consideration the diversification
and appropriate distribution between sources and uses of funds.

The liquidity contingency plan has been developed and approved and is an integral part of
the liquidity risk management policy, which would be activated for the management of
liquidity risk and in case the bank is exposed to any unexpected withdrawals of customers’
deposits exceeding the accepted liquidity ratios.

The contractual maturity dates of the assets have been determined based on the remaining
period from the date of the consolidated statement of financial position until the contractual
maturity date regardless of the actual maturities reflected by historical events relating to
maintaining deposits and the availability of liquidity.

The Bank complies with the instructions of the Central Bank of Jordan stipulating that the
foreign currency ratios should not become lower than 100% and not less than 70% for the
Jordan Dinar. In addition, the liquidity ratios are reserved at levels higher than the minimum
imposed by the Central Bank of Jordan.

In the previous period, the Bank has conducted studies on the calculation of the size of the
deposits (the Core Deposits) according to the historical behavior of the customers’ deposits
over the past five years, and reflected the resuits of this study in the reports on the
management of liquidity risk.
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Secondly: The table below shows the maturities of the financial derivatives on the basis of the remaining pericd of the contractual maturity

from the date of the financial statements:

(A) Financial derivatives/ liabilities settled at their net value (offsetting basis) which inciude:

1- Interest rate derivatives: Interest rate swaps, deferred interest rafes agreements, interest rate aptions

in informal markets , other interest rates contracts, futures contracts for interest rates traded in formal market,

contractual aptions for interest rates traded in format markets,

& months More than
1-2 months 3-6 maonths -1 year 1-3 years 3 years Total
D D 1D o D i
2020
Hedging Derivatives:
Interest rate swaps - - - {120,201} {202,54%) (322,746}
Total - - - {120,201) {202,545) {322,746}
2019
Hedqging Derivatives:
Interest rate swaps I (27,013) - - (101,103) {18,505) {146,621)
Total {27,013) - - (101,103} {18,50%) (146,621)
{B} Financial Derivatives/ Liabilities that are settled at gross which include:
1- Foreign currency derivatives: futures contracts, currency exchange contracts,
& months More than
1-3 months 3-6 months -1 year 1-3 years 3 years Total
o o o 0 i[»] o
2020
Description
Trading derivatives:
Currency exchange contracts
Ouiflows 86,974,948 - - - - 86,974,948
Inflows 57,011,934 - - - - 87,011,934
Total Qutflows 86,974,948 - - - - 56,974,948
Total Inflows 87,011,934 - - - - 87,011,934
2019
Description
Trading derivatives:
Currency exchange contracts
Outflows 76,623,298 74,497,589 63,826,500 - - 214,947,387
Inflows 76,634,507 74,609,284 63,926,950 - - 215,170,741
Total Dutflows 76,623,298 74,497,589 63,826,500 - - 214,947,387
Total Inflows 16,634,507 74,609,284 63,926,950 - - 215,170,741
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Thirdly : Off-consolidated financial position items:

UptolYear _1-SYears _Ower 5 Years Total
o hs] i n
r 262

Letters of credit and acceptances 17,284,167 - - 17,284,167
Un-utilized limits 42,190,255 - - 42,150,255
Letters of guarantee 93,231 697 6,441 081 - 99,672,773
Total 152,706,119 5,441 081 - 158,147,200
Decemb 0

Letters of credit and acceptances 14,343,551 523,684 - 14,867,235
Un-utilized Hmits 49,164,038 - - 49,164,038
tetters of guarantee 110,198,747 9,143,702 - 115,342 449
Total 173,706,336 5,667,386 - 176,373 722

40/D} Operational risk

Operational risk is defined as the risk of loss that might impact revenues or capital resulting from inadequate or failed internal
procedures, information systems, human element, or due to extemmal events that have tangible impact on the Bark's operatians,

Operational risk also includes legal risk, excluding reputation and strategic risk.

For reputation and other risks such as strategic and guantitative risks that directly relate to liquidity risks, the Bark caiculates

capital to face those risks through evaluating it accerding to the adopted Scorecard form.

The Operational Risks Department carries out continuous work and closely caordinates with all heads in charge within the
general management department to ensure the continuation of implementing the concept of the Operational Risk Management
Framework effectively through the implementation of the principle of the three fines of defense medel, which define the tasks
and responsibilities of all departments of the bank, especially with regard to the application , a follow-up and monitoring the

execution of the daily tasks in the remif of the first line of defense.

The Operational Risk Department continues to gather the operational losses data in addition to the operational risks indicators

through the GRC-Tool, it monitors and update and ensure from the formulation of any correction plan arcund it, wherever
necessary. The system objective is to allow the utilization by all concerned departments whether business departments, risks
compliance, in addition to internal audit, thus enabling Executive Management to be aware of financial and non-financial

risks ¢n spot.

The methodology for control-self assessment of operationat risks and the controls set against it through conducting a review

at departmental level, in addition to the implementation of the standards from the parent Company in Bahrain in which it
determine the required instructions to be applied according to the best international practices in this regard, through conducting
an analysis for the gaps between what is applied and what is required to be applied in order to conduct the implementations
plan, and the necessary solutions argund it until reaching the specified goal for this evaluation and ensure from the avaitabllity

of the monitoring and cantrols methods which gevern the transactions execution at the Bank.
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{(40/E) Information Technology Risk

It is the risk that the Bank may face as a result of acquiring and using information technology
resources to execute the Bank's operations that which may lead to financial losses, legal
proceedings, or an adverse impact on the Bank's reputation or the services provided to the
clients and related parties.

In order to enable the Bank's Risk Department te implement all the requirements stipulated
in the Central Bank of Jordan's instructions relating to “governorship and management of
information and associated technology”, Central Bank of Jordan's instructions relating to
“adapt to cyber risks”, and policies and procedures stipulated by the Bank; and in order to
complete the related work performed during 2019, the following points have been completed
in 2020:

1. Renewing and re-adopting the following policies and procedures:
e IT Risk Policy.
+ Information and systems classification and protection policy.
= IT Risk Assessment Mechanism.

2. Updating IT risk department work procedures by adding more details to the role of the
IT risk department relating to monitor, analyse, and asses the risks which are managed
by IT department, information security department, and business continuity department.

3. Updating the “Risk appetite statement and framework” document related to the
acceptable risk limits and specifying the acceptable level for operational risks and cyber
risks and obtaining the Board of Directors’ approval thereon.

4. Preparing the reports as required in Central Bank of Jordan’s instructions relating to
“governorship and management of information and associated technology” and share
them with the concerned parties by presenting them to the operational resilience
Committee.

5. In order to develop the skills of IT risk management staff, those involved participated in

many local conferences, training courses, and workshops related to IT governance and
information security.
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4 ion

A. Information on Group business segment:

For management purposes, the Bank is crganized inta three major operating segments measured in accordance with the reparts sent to the chief

executive decision maker:

- Retail banking.
- Corporate banking.

- Treasury.

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

Total income

FHAVISIONE E EXPECTEU CrEuin 1055 un gl
assets

Segmental results

Uinaliocated segmental expenses

Profit before tax

Income tax

Net profit for the year

Capital expense

Drepreciation and amortization

Tin At
Segmuental assets
Unallocated segmental assets
Total Assets
Segmental liabilities
Unallocated segmental Nabilities
Tetal Liabilities

b. Geographical distribution infermation

Total
Year-end December 31,
Retail Corporate Treasury Other 2010 2019
o [ o v} D hlo)
30,856,151 18,158,789 20,855,035 ¥0,940 69,940,915 79,825,712
{1,738,751) (11,042,633} (334,266) - {13,115,650) (12,389,882}
20,360,031 (2,294,067} 9,744,050 (82,690) 27,727,324 26,418,604
{23,519,8343 {22,962 986]
4,207,490 3,455,618
{2,985,277} (1,520,344}
1,222,213 1,935,274
9,112,658 7,105,531
2,356,293 2,465,579
362,795,667 272,972,435 504,066,154 - 1,140,834,256 1,165,358,308
- - - 42,766,370 42,766,370 33,701,157
363,795,667 272,972,435 _ 504,066,154 42,766,370 1,183,600,626 1,139,059,465
595,870,264 174,786,828 236,326,878 - 1,006,983,970 969,968,560
- - - 16,740,348 16,740,348 12,198,609
595,870,264 174,786,825 236,326,878 16,740,348 1,023,724,318 582 167,169

This disclosure represents the geographical distribution of the Group's business, The Group's operations are mainly concentrated within the local business.

The following is the geographical distribution of the Bank's Income, assets and capital expenditures:

Gross income

Capital expenditures

Total assets

Inside Jordan Outside Jordan Total
2020 2019 2020 2019 2020 2019
plsy o bl kv hlo) o
67,266,803 76,900,915 2,674,112 2,924,797 69,940,915 79,825,712
9,053,922 6,479,595 58,736 625,936 %,112,658 7,105,531
Inside Jordan Qutside Jordan Total
2020 20139 2020 2019 2020 2019
1] n D 103 1o e
1,113,660,924 1,064,555,634 69,939,702 74,503,831 1,183,600,626 1,138,059,465
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42.

Capital Management

The capital adequacy ratio as of December 31, 2020 and 2019 was calculated according
to Basel III requirements where the Bank’s regulatory capital consists of the primary
capital of common stock (CET1) and the additional capital, and TIER 2.

The regulatory authorities requirements regarding the capital of ordinary shares

The Central Bank of Jordan’s instructions require that the minimum regulatory capital
to be (12%) of the off-balance sheet assets weighted by risks, in addition to market
risks and operational risks. This percentage is considered the minimum for capital
adequacy, as the Bank is committed, in all cases, to maintaining an adequacy
percentage above the minimum by an appropriate margin and in line with the
requirements of BASEL 111, as well.

Methods for achieving the capital management objectives

Capital management involves optimally employing sources of funds to achieve the
highest return on capital possible within the acceptable risk limits approved by the
Board of Directors, while maintaining the minimum limit required according to the laws
and regulations in force, Moreover, the Bank follows a policy of striving to minimize
costs of fund as much as possible through resorting to low-cost sources of funds,
increasing the clients’ base, and optimally employing such sources in investments with
reasonable risks to achieve the highest possible return on capital.
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d. Capital Adequacy
In addition to subscribed capital, capital includes the statuary reserve, voluntary reserve, share premium, retained

earnings, cumulative change in fair value , general banking risk reserve, other reserves and treasury stocks.

The Bank is commitied to applying the requirernents set forth by requlators concerning capital adequacy as follows:

1- The Central Bank of Jordan's instructions requiring that capital adequacy ratio may not go below 12%.

2- Compliance with the minimum limit set for the paid capital for Jordanian banks such that it is not less than 1D 100 million.
3- The Bank's investments in stocks and shares which should not exceed S0% of the subscribed capital,

4- The ratia of credit limits (credit concentration) to regulatory capital.

5- The banks and companies laws related to the deduction of the legal reserve at a rate of 10% of the Bank's profit before tax.

December 31,
2020 2019
o jln]
Common Equity Shareholders' Rights
Paid-up capital 110,000 110,000
Retained eamings less proposed dividends 16,524 15,723
Cumutative change #in fair value of financial assets 4,705 2,943
Share premium &7 67
Statuary reserve 28,380 27,559
Voluntary reserve 157 167
Total Capital of Common Stock 159,873 156,889
Regulatory amendment {deduction from capital)
Goodwill and intangible assets {1,526) (1,700}
Mutual investrnent in the capital of banking, financial and insurance (within CET 1) - -
Deferred tax assets (9,227) (7,078}
Total Primary Capital 149,126 148,111
Additional capital
Total Capital {Tier 1} 149,126 148,111
Tier 2 Capital
Stage 1 (IFRS9) 5,002 3,858
Regulatory amendment {deduction from capital} / Investments in subsidiary
Totat Supporting Capital 5,002 3,858
Total Regulatory Capital 154,128 151 969
Total Risk-Weighted Assets 765,466 756,703
Capital Adequacy Ratio (%) 20.14% 20.08%
Primary Capital adequacy Ratio (%) 19.48% 19.57%

Capital adequacy was calculated as of December 31, 2020 and Decernber 31, 2019 based on the resolutions of Basel

Committee III.
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43, Maturity Analysis of nd Liabilities

The following table illustrates the assets and liabilities according to the expected maturity pericds:

Within in 1 Year _More than 1 Year Total

December 31, 2620 3D h[n) D
Assets
Cash and balances at central banks 52,217,487 - 52,217,487
Balances at banks and financial institutions 89,979,061 - 89,979,061
Deposits at banks and financial institutions 7,343,135 - 7,343,135
Financial assets at fair value through other comprehensive
income 40,424,553 95,145,914 135,570,467
Direct credit facilities 285,083,847 364,858,085 649,941,932
Financial assets at amoitized cost 14,121,801 112,721,947 126,843,748
Financial assets at mortgage cost 7,110,676 55,520,483 62,631,159
Property and equipment 1,267,000 28,770,561 30,037,561
Intangible assets 442,000 1,077,806 1,519,806
Deferred tax assets 5,226,618 - 9,226,618
Right-of-use assets 646,850 - 2,197,790 2,844,640
Other assets 5,718,784 9,726,228 15,445,012

Total Assets 513,581,812 670,018,814 1,183,600,626
Liabilities:
Banks' and financial institutions' deposits 157,160,531 - 157,160,531
Customers' deposits 684,291,947 - 684,291,947
Margin accounts 41,662,423 9,658,280 51,320,703
Borrowed funds 73,867,742 19,616,398 93,484,141
Sundry provisions - 3,545,381 3,545,381
Income tax provision 6,456,452 - 6,456,452
Deferred tax liabilities 3,076,163 - 3,076,163
Leases contracts liabilities 164,543 2,590,782 2,755,325
Other liabilities 20,233,272 1,400,403 21,633,675

Total Liabilities 986,913,074 36,811,244 1,023,724,318

Net

(473,331,262)

633,207,570

159,876,308
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December 31, 2019

Assets

Cash and balances at central banks
Balances at banks and financiat institutions
Deposits at banks and financial institutions
_Financial assets at fair value through other comprehensive
income

Direct credit facilities

Financial assets at amortized cost
Financial assets at mortgage cost

Praperty and equipment

Intangible assets

Deferred tax assets

Right-of-use assets

Other assets

Total Assets

Liabilities:
Banks' and financial institutions* deposits

Customers' deposits
Margin accounts

Borrowed funds
sundry provisions
Income tax provision
Deferred tax liabilities
Leases contracts liabilities
Other liabiltities

Total Liabilities

Net

- 111 -

Within in 1 Year More than 1 Year Total

D o D
68,048,129 - 68,048,129
59,257,664 - 59,257,664
2,603,874 - 2,603,874
26,410,851 122,411,362 148,822,213
313,987,723 307,015,731 621,003,454
36,999,915 100,461,546 137,461,461
- 35,012,800 35,012,800
1,317,000 21,142,789 22,459,789
444,000 1,255,611 1,699,611
7,078,498 - 7,078,498
715,763 2,641,406 3,357,169
22,373,656 9,881,147 32,254,803
539,237,073 509,822,392 1,139,059,465
170,016,352 - 170,016,352
666,361,035 - 666,361,035
28,271,106 21,152,971 49,424,077
22,218,050 35,648,264 57,866,314
- 3,440,448 3,440,448
2,478,661 - 2,478,661
1,977,939 - 1,977,939
202,929 3,020,730 3,223,659
25,698,284 1,680,400 27,378,684
917,224,356 64,942 813 982,167,169
{377,987,283) 534,879,579 156,892,296




44. Contingent Liabilities and Commitments

a.

45,

The details of this item are as follows:
Credit Liabilities and Commitments:

Letter of Credits:

Inward

Outward

Acceptances

Letter of Guarantees:

Payment

Perfarmance

Other

Unutilized credit facilities

Futures contracts in Foreign Currency

Interest swap contracts
Total

Contractual obligations

Contracts of purchase of property and equipment

Construction project contracts
Total

Lawsuits raised against the Bank

December 31

2020 2019
JOD JOD

24,908,517 38,486,835
13,806,852 5,806,818
3,085,746 6,321,394
22,140,259 33,115,284
51,652,717 60,144,356
26,011,435 22,287,224
42,902,284 50,126,063
87,011,934 215,170,740
7,090,000 10,635,000
278,609,744 442,093,714

December 31

2020 2019

0D JOD
1,198,975 -
4,924,170 8,189,855
6,123,145 8,819,855

Lawsuits against the Bank amounted to JD 4,394,174 as of December 31, 2020 (D
750,389 as at December 31, 2019) and in the opinion of the bank's management and
legal counse! the bank would not incur obligations in excess of the recorded provision
which amounted to JD 688,413 as at December 31, 2020 (JD 638,413 as at December

31, 2019).
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47.

Event of the Spread of COVID-19

The outbreak of the new Corona virus (Covid-19) occurred at the beginning of the year 2020
and its spread in several geographical regions around the world, it caused disturbances to
economic and business activities, and this event witnessed a continuous and a rapid
developments, which required the group's management to conduct an assessment of the
expected impacts on the group's business Inside and outside the Kingdom, and a study to review
and evaluate the potential risks.

During the year 2020, the bank made improvements to the expected credit loss calculation
models in addition to including the calculation models with the necessary assumptions to
calculate the potential risks resulting from the outbreak of the new Corona virus (Covid-19) and
to reflect the Bank's management estimates in assessing the impact on the sectors. Based on
the study of each sector or customer separately, on these models, noting the main amendments
are illustrated within note 47.

Based on the Central Bank of Jordan's circulars to banks operating in Jordan No. 10/3/4375
issued on March 15, 2020, and during the year 2020 the bank postponed the installments due
or that would be due on some customers without considering this as a structuring, and without
affecting also the credit rating of customers The postponed installments amounted to around JD
60 million during the year 2020.
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