











Notes to the Consolidtaed Financial Statements
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Operating risk is defined as “the loss resulting from the failure or inadequacy of the internal procedures,
the human factor, and systems, or from external events including legal risks and excluding strategic risks or
reputation risk”.

Managing operating risk is based on knowledge and the identification of operating risks that confronted the Bank
or other banks in the past, and consequently, spotting the events causing them. This is to enable the Bank to
remedy them and to benefit from the mistakes leading to these risks which caused financial losses to the Bank
and other banks. As such, the Bank identifies the reasons behind the mistake, corrects the mistake, and avoids
it in the future. The Bank has implemented the following:

¢ Control & Risk Self Assessment (CRSA).
e Key Risk Indicator.
¢ Key Risk Driver (KRD).

These represent the risks that arise from the probability that the Bank may not comply with (violate / transgress)
the prevailing laws, regulations, instructions, bank laws, and code of ethics issued by the international and local
regulatory authorities.

Compliance with the regulations and prevailing laws issued by the regulatory authorities represents one of the
most important risks which the Bank is exposed to, due to the major financial losses resulting from the violation
of the laws and instructions which affect the Bank’s reputation. Moreover, the past few years witnessed many new
regulations, instructions and laws organizing the work of various institutions. Accordingly, the need for managing
the compliance risk of the Bank was necessary. Moreover, compliance enhances the efficiency of managing risks
and decreases the risk the Bank might be exposed to as a result of noncompliance with the prevailing laws and
instructions. To manage these risks efficiently, the Bank has adopted the following:

1- Setting the appropriate mechanism to classify compliance risks in accordance with their effects on the Bank
and determine the appropriate procedures to control them.

2- Establishing the appropriate procedures to guarantee the Bank’s commitments to the rules, instructions and
Bank’s internal policies.

3- Installing the appropriate procedures to protect the Bank’s database.

4- Laying the appropriate procedures in compliance with anti - money laundering and anti - financing of terrorism
issued by the Central Bank of Jordan.

5- Preparing a code of ethics to be followed by the employees.

Market risk is the potential losses that may arise from the changes in market prices such as the change in
interest rates, foreign currency exchange rates, and prices of shares and products.

Moreover, interest rate risk is the most important element in market risks that the Bank should consider greatly
as it affects both the trading and banking portfolios.

Market risks can be categorized into two types:

- Price risk which is the probability that income may decrease due to the change in interest rates, foreign
currency exchange rate, shares prices and products prices. Risks are managed by the Risks Management
Department.

- Liquidity risk represents the financial loss from the inability to fund additions to fixed assets and / or to meet
liabilities without incurring unacceptable costs or losses. These risks are managed by the Assets and Liabilities
Committee in cooperation with the Risks Management Department-Market Risks.

Notes to the Consolidtaed Financial Statements

Increased globalization, complexity in financial markets, and expansion in the use of financial instruments
caused the emergence of new instruments and systems used in measuring these risks. Moreover, there are
many methods to measure the various market risks faced by banks. Regardless of the instruments used in
measuring market risk, the complexity of the instrument should be appropriate to the nature and size of the
financial instruments.

Interest rate risk results from the potential change in interest rates, and consequently, the potential impact on
the cash flows or the fair value of financial instruments.

The Bank is exposed to interest rate risks as a result of the timing gaps of repricing assets and liabilities. These
gaps are periodically monitored by the Assets and Liabilities Committee (ALCO). Moreover, various hedging
methods are used to remain within the acceptable interest rate gap limits.
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Currency: % JD JD
US Dollar 2 (126,507) -
Euro 2 (12,735) (23,982)
GBP 2 5,574 (14,772)
Yen 2 (34) -
Other currencies 2 3,001 -
Currency: % D D
US Dollar 2 108,796 -
Euro 2 10,952 3,649
GBP 2 (4,794) 1,298
Yen 2 29 -
Other currencies 2 (2,581) -
Currency: % JD JD
US Dollar 2 (160,325) -
Euro 2 (. 35,797) (26,950)
GBP 2 12,644 (33,320)
Yen 2 (8) -
Other currencies 2 5,243 -
Currency: % D D
US Dollar 2 149,390 -
Euro 2 43,328 31,549
GBP 2 (12,327) 13,983
Yen 2 2 -
Other currencies 2 ( 5,264) -
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k
a. The following table illustrates the currencies to which the Bank is exposed and the potential and reasonable

ign currencies ris

change in their rates against the Jordanian Dinar and the related impact on the profit and loss statement. The
currencies positions are monitored daily to ensure that they are within the determined limits. Moreover, the

related reports are submitted to the Assets and Liabilities Committee and Board of Directors.
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This represents the risk resulting from the decline in the fair value of the investment portfolio of the shares due
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Concentration in foreign currencies risk:

Currency (Equivalent in Jordanian Dinars)

Sterling Japanese
US Dollar Euro Others
Pound Yen
D D D D D JD

Assets:
Cash and balances at the Central Bank 15,154,694 599,405 2,872 - 54,026 15,810,997
ﬁi'tai:uctfsnzt banks and financial 77,840,005 12,881,360 8,281,111 154,183 1,587,972 100,744,631
:?;;t)lct)ljlttlz:st banks and financial 2,455,034 B } _ B 2,455,034
Trading financial assets 192,338 - - - - 192,338
Direct credit facilities 18,474,926 972,023 - - - 19,446,949
Available for sale finanacial assets 2,075,829 1,847,197 906,724 - 503,340 5,333,090
Other assets - - - - 134,588 134,588

Total Assets 116,192,826 16,299,985 9,190,707 154,183 2,279,926 144,117,627
Liabilities:
Banks and financial institutions deposits 36,804,062 3,425,618 681,777 1,013 82,948 40,995,418
Customers’ deposits 73,567,718 13,468,924 7,874,259 30,212 2,363,191 97,304,304
Cash margins 8,815,616 2,035,627 167,471 29,834 17 11,048,565
Other liabilities - - - - 157,715 157,715

Total Liabilities 119,187,396 18,930,169 8,723,507 61,059 2,603,871 149,506,002

Net Concentration on-Balance Sheet

for the Current Year (2,994,570) (2,630,184) 467,200 93,124 (323,945) (5,388,375)
Off-balance Sheet Contingent Liabilities

for the Current Year 38,311,859 4,726,945 1,339,298 6,620 2,586,064 46,970,786

Assets:
Cash and balances at the Central Bank 14,624,822 1,147,516 5,778 - 17,797 15,795,913
ﬁi;t”uct?jnast banks and financial 127,507,829 39,215,801 718,041 33,607 108,808 167,584,086
I[;zzijlttlz:st banks and financial 39,361 B ) } B 39,361
Trading financial assets 1,195,528 - - - - 1,195,528
Direct credit facilities 6,729,785 2,232,140 - - - 8,961,925
Available for sale finanacial assets - 2,040,381 2,882,568 - - 4,922,949
Fixed assets - - - - - -
Other assets - - - - 710,622 710,622
Total Assets 150,097,325 44,635,838 3,606,387 33,607 837,227 199,210,384
Liabilities:
Banks and financial institutions deposits 25,521,544 36,516,182 874,451 - 91 62,912,268
Customers’ deposits 99,821,102 11,960,268 4,395,209 36,592 1,882,725 118,095,896
Cash margins 12,091,076 981,723 58,195 - 22,806 13,153,800
Other liabilities - - - - 638,864 638,864
Total Liabilities 137,433,722 49,458,173 5,327,855 36,592 2,544,486 194,800,828
Net Concentration on-Balance Sheet
for the Current Year 12,663,603 (4,822,335) (1,721,468) (2,985) (1,707,259) 4,409,556
Off-balance Sheet Contingent Liabilities
for the Current Year 69,388,327 39,177,016 2,155,956 - 2,717,103 113,438,402

38 d. Liquidity Risk:

Notes to the Consolidtaed Financial Statements

Liquidity risk represents the Bank’s inability to meet its obligations on their maturity dates. To ward off these risks, including the management of Assets
and Liabilities, matching and analyzing their maturities, matching the maturities of short and long-term assets and liabilities, diversifying sources of funds,

and maintaining an adequate fund of cash and cash equivalents and deductible securities, liquidity is managed and reviewed periodically at different

levels. According to the Central Bank of Jordan instructions, the Bank maintains cash reserves to mitigate liquidity risks.

: The following table illustrates the distribution of liabilities (undiscounted) on the basis of the remaining period to the contractual maturity at the

date of the financial statements.
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More than

More than
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Interest

More than

Monthupto3 3 Monthsup 6 Monthsup From 1 Year

Less than

Months to 6 Months to 1l Year Upto 3 Years 3 Years Bearing

One Month

Liabilities:

68,813,264
447,972,925
33,741,932

21,614,189 38,965,059 2,000,000 6,234,016

280,265,695

Banks and financial institutions deposits

16,570,306 14,653,510 50,245
24,059,065

1,332,202

136,433,169

Customers’ deposits

2,954,344

1,925,280
31,587,210

3,471,041

Cash margins

31,587,210

Borrowed funds

2,434,336

2,434,336

Varios provision

825
4,038,294

825

Financial derivatives

4,038,294

Income tax provision

1,070,074
7,870,605
597,529,465

1,070,074

Deferred tax liabilities

Other liabilities

200,598
25,379,982
92,580,601

960,497
24,802,367

590,528
20,493,036

1,349,360
210,260,903
50,885,655

4,769,622
314,158,841
233,017,009

2,434,336
101,984,785 41,178,140 683,282,263

Total Liabilities
Total Assets

91,178,903

72,457,170

Liabilities:

136,596,518
411,931,021
30,105,780

24,996,326

103,060,898 3,522,000 2,741,564

68,317,875

27,272,056

Banks and financial institutions deposits

11,078,947
3,688,442
7,000,000

14,308,884
2,736,836

318,225,315

Customers’ deposits

16,835,539

1,977,944
15,000,000

4,867,019

Cash margins

2,996,326

Repurchase agreements and borrowed funds

2,438,424

2,438,424

Various Provisions

1,437,475
2,850,503
9,540,883

2,438,424 619,896,930

115,960,957 46,732,477 699,126,874

1,437,475

Income tax provision

2,850,503

Deferred tax liabilities

Other liabilities

502,217
23,184,585

77,577,935

750,592
25,259,545

79,841,719

542,303
21,110,023
68,509,034

1,862,959
190,219,676
61,053,697

5,882,812
357,684,677
249,451,055

Total Liabilities
Total Assets
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Second: Financial Derivatives - Q9
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acceptances ]
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o Iy o
Guarantees 98,781,660 - - 98,781,660 g c o} o N N 'g © ,i ©
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6 = MMb: g e SO RS = g 85
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) o @ ©
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39. Sector Analysis 5 » 9 2 g 29° 8
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a. The Bank is organized, for managerial purposes, into four major sectors. Moreover, the Bank owns one subsidiary 2 o :::; ‘g @ c 8 Sg -
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Notes to the Consolidtaed Financial Statements

The following table illustrates the analysis of assets and liabilities according to the expected period of their
According to the Central Bank of Jordan Law and in compliance with the capital adequacy requirements, capital recoverability or settlement:
consists of two parts: Primary capital made up of paid-up capital, declared reserves, (including statutory reserve,
voluntary reserve, share premium (discount), treasury share premium, and other reserves), retained earnings,

and equity (if any) minus loss for the period, acquisition costs of treasury stock, provisions required by the

D D D
Central Bank of Jordan, full amount of goodwill, and any other amounts provided that this part of capital is not ASSETS
less than 50% of the regulatory cap_ltal, and Su_pport capltal represent_lng supplement_ary cz_apltal and consisting of Cash and balances at central banks 94,357 848 N 94,357,848
exchange rate differences, cumulative change in the fair value of available-for-sale financial assets at 45%, less . R
. . . . . . Balances at banks and financial institutions 120,793,768 - 120,793,768

the negative change balance provided that this part of capital does not exceed 100% of primary capital i . o

Deposits at banks and financial institutions 2,455,034 - 2,455,034

Trading financial assets - 8,541,216 8,541,216

The third part consists of short-term subordinated loans to meet market risks. This part supplements capital and

is utilized to face the potential losses from market risks. Direct credit facilities 179,204,618 124,055,347 303,259,965
Available-for-sale financial assets 47,378,502 78,530,008 125,908,510
Additionally, the Bank complies with Article (62) of the Banks Law which requires the Bank to appropriate 10% Fixed assets - 16,881,279 16,881,279
of its net profits in the Kingdom and continue to do so until the reserve equals the Bank'’s paid-up capital. Intangible assets - 780,181 780,181
Deferred tax assets - 1,560,372 1,560,372
Other assets 3,348,967 5,395,123 8,744,090
The Bank considers the compatibility of the size of capital with the nature of risks it is exposed to provided TOTAL ASSETS 447,538,737 235,743,526 683,282,263
that paid-up capital is not less than JD 40 million, taking into consideration the general conditions of regulatory LIABILITIES
capital which specify that it should not be less than 12% of the weighted value of credit and operating market Banks and financial institutions deposits 68,813,264 - 68,813,264
risks. Furthermore, the minimum leverage ratio ( equity to total assets) should not be less than 6%. Moreover, Customers deposits 447,922,680 50,245 447,972,925
not less than 28.5% of market risks should be covered by regulatory capital. Cash margins 9,682,868 24,059,065 33,741,933
Borrowed funds 31,587,210 - 31,587,210
Financial derivatives 825 - 825
Various provisions - 2,434,336 2,434,336
Provision for income tax 4,038,294 - 4,038,294
Deferred tax liabilities - 1,070,074 1,070,074
. . . . . . . . Other liabilities 7,670,006 200,598 7,870,604
Cap_lt_al is allocated to wc_>rk lines and various functions according to assets weighted by risks and as per the TOTAL LIABILITIES 5769 215 147 277 814.318 5797 520 465
decisions of Basel Committee and the Central Bank of Jordan. Net (4;'*122 176.410) 4—;207 929,208 4’—;85 ~52.798
The capital adequacy ratio for the year 2007 has been calculated according to Basel I standard, and for the year = — —
2008 according to Basel II standard, in addition to the instructions of the Central Bank of Jordan ASSETS
Cash and balances at central banks 48,219,005 - 48,219,005
Increase in regulatory capital amounted to JD 5,542,452 from the following sources: Balances at banks and financial institutions 180,628,298 - 180,628,298
Deposits at banks and financial institutions 39,361 - 39,361
- Increase in the statutory reserve of JD 1,192,197. Trading financial assets - 20,164,883 20,164,883
- Increase in retained earnings of JD 1,293,368. Direct credit facilities 173,704,731 113,927,744 287,632,475
- Increase in the general banking risks reserve of JD 364,481. Available-for-sale financial assets 51,460,232 91,130,579 142,590,811
Fixed assets - 8,029,729 8,029,729
Intangible assets - 342,606 342,606
Deferred tax assets - 1,056,436 1,056,436
Other assets 4,803,878 5,619,392 10,423,270
D D TOTAL ASSETS 458,855,505 240,271,369 699,126,874
Primary capital items 78,598,548 70,804,796 %_ e -

— — Banks and financial institutions deposits 136,596,518 - 136,596,518
Additional capital items 1,556,077 3,807,377 Customers deposits 411,931,021 : 411,931,021
Auxiliary capital items Cash margins 13,270,241 16,835,539 30,105,780
Total regulatory capital 80,154,625 74,612,173 Borrowed funds 22,000,000 2,996,326 24,996,326
Total risk — weighted assets 471,131,878 430,994,455 Various provisions - 2,438,424 2,438,424
Capital adequacy ratio %17.01 %17.31 Provision for income tax 1,437,475 - 1,437,475
Primary capital ratio %16.68 %16.43 Deferred tax liabilities - 2,850,503 2,850,503

Other liabilities 9,038,666 502,217 9,540,883
TOTAL LIABILITIES 594,273,921 25,623,009 619,896,930
There are no investment portfolios managed by the Bank on behalf of customers. Net (135,418,416) 214,648,360 79,229,944
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D JD
Letters of credit 25,316,211 21,546,248
Acceptances and periodic withdrawals 12,168,763 15,866,031
Letters of guarantee:
Payments 15,765,957 17,179,266
Performance bonds 40,617,956 34,911,895
Other 42,397,747 39,455,421
Unutilized credit facilities 21,025,804 29,248,578
Total 157,292,438 158,207,439

D JD
Contracts to purchase fixed assets 3,500,000 690,486
Construction contracts 4,750,000 2,750,000
Total 8,250,000 3,440,486

a. The Bank is a defendant in lawsuits amounting to JD 11,232,277 as of the financial statements date against 1D
4,257,641 in the prior year. One of these lawsuits is for JD 3,833,521 raised against the Bank by a Jordanian
Bank (under liquidation).

The lawsuit is still at Amman Court of First Instance pending an expert’s report. The provisions against these
lawsuits amounted to JD 2,019,637 as of December 31, 2008 and the prior year. In the opinion of the Bank’s
management and legal advisor, no additional liabilities would arise against the Bank therefrom.

b. There were no lawsuits against the subsidiaries (Al - Mawared for Financial Brokerage Company and Al - Mawared
for Financial Lease Company) as of December 31, 2008 and 2007.

In the current year, the Bank has adopted the following Standards issued by the International Accounting
Standards Board and Interpretations issued by the International Financial Reporting Interpretations Committee
which became effective for the current financial reporting period:

e IAS 39 (revised): Financial Instruments: Recognition and Measurement and IFRS 7 (revised) Financial
Instruments:Disclosure - Reclassification of Financial Assets.

e IFRIC 11 : IFRS 2, Group and Treasury Transactions.
e IFRIC 12 : Service Concession Arrangements.

e IFRIC 14 : IAS 19, The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction.

The adoption of these Interpretations has not led to any changes in the Bank’s accounting policies.

Notes to the Consolidtaed Financial Statements

At the date of authorization of these financial statements, the following Standards and Interpretations

issue but not yet effective:

¢ IAS 1 (revised): Presentation of Financial Statements.

¢ IAS 1 (revised) Presentation of Financial Statements and
IAS 32 (revised) Financial Instruments: Presentation
- Amendments relating to puttable instruments and
obligations arising on liquidation.

e IAS 23 (revised): Borrowing Costs.

e IAS 39 (revised): Financial Instruments: Recognition
and Measurement - Eligible Hedged Items.

e IFRS 1 (revised) First time Adoption of IFRS and IAS
27 (revised) Consolidated and Separate Financial
Statements - Amendments relating to cost of an
investment on first time adoption.

e IFRS 1 (revised) First time Adoption of IFRS -
Restructured version.

¢ IFRS 2 (revised) Share-based Payments - Amendments
relating to vesting conditions and cancellations.

¢ IFRS 3 (revised) Business Combinations - Comprehensive

revision on applying the acquisition method and
consequential amendments to IAS 27 (revised)
Consolidated and Separate Financial Statements, IAS
28 (revised) Investments in Associates and IAS 31
(revised) Interests in Joint Ventures.

¢ IFRS 8 Operating Segments.

e IFRIC 13: Customer Loyalty Programmes.

e IFRIC 15: Agreements for the Construction of Real
Estate.

e IFRIC 16: Hedges of Net Investment in a Foreign
Operation.

e IFRIC 17: Distribution of Non-cash Assets to Owners.

Amendments to IFRS 5, IAS 1, 1IAS 16,
IAS 19, IAS 20, IAS 23, IAS 27, IAS 28, IAS 29, IAS 31,
IAS 36, IAS 38, IAS 39, IAS 40 and IAS 41 resulting from
May 2008 Annual Improvements to IFRSs.

Effective for annual periods beginning on
January 1, 2009.

Effective for annual periods beginning on
January 1, 2009.

Effective for annual periods beginning on
January 1, 2009.

Effective for annual periods beginning on
July 1, 2009.

Effective for annual periods beginning on
January 1, 2009.

Effective for annual periods beginning on
July 1, 2009.

Effective for annual periods beginning on
January 1, 2009.

Effective for annual periods beginning on
July 1, 2009.

Effective for annual periods beginning on
January 1, 2009.

Effective for annual periods beginning on
July 1, 20009.

Effective for annual periods beginning on
January 1, 2009.

Effective for annual periods beginning on
October 1, 20009.

Effective for annual periods beginning on
July 1, 2009.

Effective for annual periods beginning on
January 1, 2009.
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Management of the Bank anticipates that each of the above Standards and Interpretations will be adopted in the
preparation of the Bank’s financial statements by their effective dates mentioned above, and that the adoption
of those Standards and Interpretations will have no material impact on the consolidated financial statements of
the Bank in the period of initial application.

Some of the comparative figures of the year 2007 have been reclassified to correspond with the year 2008
presentation.

Contact Information

Amman - Shmeisani Isam Ajlouni Street
Tel.: 5665145 - 5665101/4

Fax: 5681410

P.O. Box 950601 Amman 11195 Jordan
Telex: 23181 JIFBANKIO

Swift: JIFBJOAM

Email: info@investbank.jo

URL: www.investbank.jo

Amman - King Hussein Street

Tel.: 4618462/1

Fax: 4618459

P.O. Box 20844 Amman 11118 Jordan

Amman- Swefieh Abed Al Raheem Haj
Mohammad Street, Bldg. 76
Tel.: 06 5852390- 5852635
P.O. Box 851925 Amman 11185 Jordan

Amman Industrial City

Tel.: 4023841/2

Fax: 4023618

P.O. Box 201 Amman -11512 Jordan

Amman - Al-Sharq AI-Awsat Circle
Tel.: 4777460 - 4777461

Fax: 4777462

P.O. Box 620830 Amman 11162 Jordan

King Hussein Street

Tel.: 05 3935180 - 05 3935190
Fax: 05 3935179

P.O. Box 3273 Zarqa 13111 Jordan

Wasfi Al-Tal Street

Tel: 02 7256241 - 02 7256242
Fax: 02 7256244

P.O. Box 3345 Irbid 21110 Jordan

Al-Nahda Street - Opp. to Aquamarina 2
Tel.: 03 2034242 — 03 2034103

Fax: 03 2034107

P.O. Box 151 Agaba - Jordan

Amman Industrial City - Street No. 1
Tel.: 4029558 - 4029596

Fax: 4029258

P.O. Box 201 Amman 11512 Jordan

Mecca Street Branch
Emmar Tower Branch- 6th Circle

Amman - Shmeisani Isam Ajlouni Street
Tel.: 5688085 - 5673763

Fax: 5622405

P.O. Box 950601 Amman 11195 Jordan

Amman - Shmeisani Isam Ajlouni Street
Tel.: 5665145 - 5665101/4

Fax: 5681410

P.O. Box 950601 Amman 11195 Jordan
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