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Vision 

Our vision is for the Jordan Commercial Bank (JCBank) to become Jordan’s leading private financial 
institution. We strive to achieve this goal through acquiring advanced, secured services, in line with 
best banking practices.

Mission Statement 

Our mission is to provide our corporate, retail, and investment clients with customized high quality 
competitively priced financial solutions. Through both our ever-increasing and regularly enhanced 
range of cutting-edge banking solutions and our efficient distribution channels, we are committed 
to delivering world-class products and services that reward our stakeholders, customers, and our 
personnel.

Our Values

• Our employees are our greatest asset. 

• Our clients are our first priority. 

• Transparency is the foundation of our credibility. 

• A sense of responsibility is the guide to our customer service. 

• Our commitment is to continuous improvement. 

• Our responsibility lies towards society. 
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Dear Shareholders,

Success and growth in 2007 were a continuation of the 
achievements of the previous four years. Net profits 
after tax grew for the fourth consecutive year to reach 
JOD12.4 million, an increase of JOD1.7 million compared 
to the 2006 figures. Growth in net profits helped us  
attain a 20.4% average return on capital, relative to 19.2% 
in 2006. The bank reached a 2.24% average return on 
average assets, the highest percentage among all banks 
operating in Jordan, as reported by Capital Intelligence. 

The bank upheld its commitment to offer innovative,  
superior customer services, to implement technological 
advancement and to build on the progress commenced 
in 2004. 

Economic indicators show mixed performance in 2007. 
Preliminary figures indicate that Jordan’s economy  
continued to grow, as it did in previous years. However, 
the forecast real growth was for a lower rate, reaching 
around 5.8% to 6%. Jordan’s economy was challenged 
by the increase in oil price, a swelling budget deficit and 
the inflation spiral. As purchasing power decreased, JCB 
navigated by seeking calculated growth coupled with 
a sound credit policy. The bank continued to balance  
between credit risk, portfolio diversification and credit maturity. All came through at year end, strengthening 
the bank’s performance compared to peers operating within Jordan.

The Central Bank of Jordan (CBJ) exerted efforts to meet monetary challenges and the declining exchange 
rate of the US Dollar against major currencies in 2007. The CBJ focused on a policy of monetary stability 
in spite of pegging the Jordanian Dinar to the US Dollar. Monetary stability helped foreign reserves grow by 
USD862.3 million, or 14.1% compared to 2006. Foreign reserves reached USD6964 million; enough to cover 
Jordan’s imports for five months, a measure indicative of a sound monetary policy.

The stock exchange performed well during 2007. The General Price Index (GPI) edged up and market  
capitalization increased. The bourse GPI closed at 7519, compared to 5518 at year end 2006, showing a solid 36%  
annual growth. Market capitalization rose by 39% to reach JOD29.2 billion. The bank gained from a double-digit 
growth in the bourse market capitalization and reported gains in stock portfolios available both for trading and 
for sale.  

Summary of Business Accomplishments

Balanced growth in 2007 was reached through the systematic implementation of a well-studied, three-fold 
strategic vision that focused on offering excellent customer service, meeting clients’ needs and adopting 
technological advances, essential to the overall success and growth of the bank. The bank’s utilization of 
advanced technology, a first in the region, created a queuing system at selected branches to monitor and 
enhance customer care.

The bank set goals to improve overall customer care, branch operations and retail services. Through train-
ing and carrier counseling to branch employees, job satisfaction, professionalism and technical expertise 
improved. Furthermore, a marketing plan was put together to select well-qualified customers seeking direct 
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and indirect credit facilities. The objective focused on finding a balance between overall risk and profitability 
for the bank.

To improve risk management and enhance quality of booked credit facilities, Basel II recommendations and 
Central Bank of Jordan guidelines were adopted. The bank implemented control risk self-assessment mea-
sures, in addition to a credit risk rating system. The bank’s staff continued to improve the decision-making 
process regarding credit by developing internal credit and financial analysis techniques. 

Summary of Financial Results 

In 2007, Capital Intelligence awarded JCB a BB+ rating, based on the bank’s financial strength. The financial 
strength resulted from implementing sound management decisions, a well-studied business plan and main-
taining growth rates – the highest in Jordan in the industry. Following are key indicators demonstrating the 
bank’s balanced growth:  

1. Total assets reached JOD549.26 million, indicating a growth rate of 7%, compared to JOD513.18 million 
in 2006.

2. Customer deposits and cash margin balances grew by 4.5% in 2007 to reach JOD396.22 million, com-
pared to JOD379.08 million in 2006.

3. The bank’s credit portfolio grew by JOD22.41 million in 2007 or by 8.22%, to stand at JOD294.94 million, 
compared to JOD272.53 million in 2006. 

Board of Directors Recommendation

In light of the bank’s financial results in 2007, the Board of Directors recommends distributing stock dividends 
to all shareholders, representing 15% of the bank’s paid-in capital: 5% as cash dividends and 10% to be 
rolled over to the owners’ equity as bonus shares.

On behalf of the Board of Directors, I am pleased to thank all shareholders for their continued support. The 
Board of Directors also acknowledges the bank’s executive management team for their professionalism and 
continued commitment to work, under the leadership of the chief executive officer. The Board of Directors 
appreciates leadership of the Central Bank of Jordan and its staff’s support and help.

The notable achievements made this year result from Jordan’s continued commitment to economic progress, 
security and modernization under the leadership of His Majesty King Abdullah II.  

Sincerely, 

Michael F. Sayegh

Chairman of the Board
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Executive Management:
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Mr. Amer Alawi            		                            Head of Research & Planning Department 
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Mr. Mazen Al-Khateeb				    Head of Risk Management Department. 

Advocate  Mohammad Enssour			  Legal Advisor / Legal Department Head 

Eng. Noufal Barakat				    Head of Real Estate Department 

Mr. Khader Abu Saqri				    Head of Branches and Sales 
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Amount in million JD

Growth in Total Assets

Summary of Financial Analysis

At the end of 2007, key profitability indicators were rated as the best compared to the overall performance of the 
banking industry in Jordan. The bank’s operating profits resulted from a wide range of operating activities.

Net profits after tax reached JOD12.42 million, registering a 16% growth compared to 2006. Sources of 
growth resulted from the increase in total assets, customer deposits, net credit portfolio, shareholders’ equity 
and investment portfolio.

2004 2005 2006 2007 Growth rate in  2007

Total Assets 220.55 363.15 513.18 549.26 7.00%

Customer Deposits and Cash 
Margin Accounts

148.32 264.11 379.08 396.23 4.50%

Direct Credit Facilities, Net 89.62 197.73 272.53 294.94 8.22%

Owners’ Equity 45.61 66.85 75.51 81.23 7.58%

Investments 27.47 46.01 52.43 71.95 7.57%

Net Profits 3.68 13.02 10.68 12.42 16.29%

Total Assets

Total assets increased by JOD36.08 million at the end of 2007 to reach JOD549.26 million, compared to 
JOD513.18 million at the end of 2006, registering a 7% growth rate. Growth resulted from an increase in fund 
sources and mirrored the success in funds employed.

Growth in Total Assets

The bank succeeded in balancing total assets and acceptable liquidity without compromising overall profit-
ability.
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Customers’ Deposits and Cash Margin

The bank focused on expanding customer base deposits to reduce the overall operating risk. During 2007, a 
set of competitive products were introduced to attract new customers and to capture a bigger market share. 
The bank launched deposit programs geared at promoting savings and attracting individuals in need of long-
term saving tools

The deposit portfolio, including cash margin accounts, reached JOD396.23 million in 2007, an increase of 
JOD17.15 million, or 4.5%, compared to the 2006 balance. 

million

 Growth in Customers’ Deposits and Cash Margin

Assets Structure 2007

Net Direct Credit Facilities

Net Held to Maturity Investments

Other Assets

Cash and Balances at Banks

Financial Assets

Net Fixed Assets

Amount in million JD
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Direct Credit Facilities, Net

The bank continued to play an active role in the national economy by extending credit facilities to individuals,  
corporations and quasi government-owned companies. In 2007, the bank took the lead in financing direct  
investment in infrastructure and existing projects operating in the medical services field. The bank’s management 
worked to find a balance between growth and risk tolerance. The credit portfolio increased by JOD22.41 million, 
or by 8.22%, in 2007 to reach JOD294.94 million, compared to JOD272.53 million in 2006.

In conjunction with efforts made to excel in extending sound credit, the bank exerted efforts to maintain the 
existing credit portfolio and continued to implement corrective measures to reduce balance of nonperforming 
loans. It is noted that balance of nonperforming loans decreased by JOD16.70 million or by 31.1% to reach 
JOD36.96 million compared with JOD53.66 million in 2006. Such effort paid off, the Bank’s reported gains 
reached JOD1.4 million, which resulted from success in reducing the nonperforming loan portfolio.    

Owners’ Equity 

The bank continued to increase owners’ equity through capitalizing operating earnings and issuing bonus 
shares. Paid capital increased in 2007 from JOD57.5 million to JOD63.25 million, or by 10%, compared to 
2006. Capitalizing operating earnings and issuing bonus shares were used to strengthen the Bank’s equity 
and overall financial position, which resulted in reaching an 18.1% capital adequacy ratio, by far exceeding 
the Central Bank of Jordan minimum requirement. 

Amount in JD million

Net Direct Credit 

Facilities

Provision for 

Impairment of 

credit Facilities

Interest in Suspense

Growth In Direct Credit Portfolio

Amount in JD million
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Key Indicators 

2007 2006

Earning Assets / Total Assets 88.9% 89.2%

Return On Assets 2.34% 2.44%

Return On Equity 15.8% 15%

Efficiency Ratio 43.9% 47.9%

Adequacy Ratio 18.1% 17.4%

Profitability Per Employee 22061 22349

 

Gross Income Structure

Interest Income

Income From  
Financial Assets

Other

Net Commissions 
Income
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INDEPENDENT AUDITOR’S REPORT

AM/ 8511

To the General Assembly of Shareholders 

Jordan Commercial Bank

Amman - Jordan

Report on the Financial Statements

We have audited the accompanying financial statements of the Jordan Commercial Bank, which comprise 
of the balance sheet as of December 31, 2007, statement of income, statement of changes in shareholders’ 
equity, statement of cash flows for the year then ended, as well as a summary of significant accounting poli-
cies and other explanatory notes.

Management Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accor-
dance with International Financial Reporting Standards. This responsibility includes: designing, implementing 
and maintaining internal control relevant to the preparation and fair presentation of financial statements that 
are free from material misstatement (whether due to fraud or error), selecting and applying appropriate ac-
counting policies, and making accounting estimates that are reasonable in the circumstances.

Auditor Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with International Standards on Auditing.  Those standards require that we com-
ply with ethical requirements and well as plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. Moreover, we have previously audited 
the financial statements for the year 2006 and issued our qualified report thereon dated February 5, 2007.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the bank’s preparation and fair pre-
sentation of the financial statements in order to design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the effectiveness of the bank>s internal control. 
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.

1. As stated in notes 13, 15, and 23, other assets include the net balance of the bank’s restructuring costs 
of JD 10,355,219 as of December 31, 2007. Restructuring costs are amortized over a period of ten years 
starting from January 1, 2004 in accordance with the restructuring agreement approved by the Central 
Bank of Jordan and the Council of Ministers, and adopted by the Bank’s General Assembly of Sharehold-
ers. Moreover, International Financial Reporting Standards require that the net balance of restructuring 
costs be deducted from shareholders’ equity. Additionally, the Bank’s management did not write off this 
balance as certain benefits stated in the restructuring agreement are available against these costs includ-
ing unrecorded deferred tax benefits and a non-interest bearing deposit of JD 21 million by the Central 
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Bank of Jordan. This deposit matures at the end of the year 2008, and is stated at its nominal value instead 
of its present value as required by International Financial Reporting Standards. Moreover, there are other 
benefits against the restructuring costs. 

2. As stated in Note 20, there are deferred tax assets of approximately JD 9.5 million as of December 31, 
2007 which are not booked contrary to IAS 12, which requires booking deferred tax assets utilizable in the 
future. Had such benefits been recorded, retained earnings and deferred tax assets would have increased 
by approximately JD 9.5 million as of December 31, 2007.

Opinion

In our opinion, except for the effect of the matters discussed in paragraphs 1 and 2 above, the financial state-
ments present fairly, in all material respects, the financial position of Jordan Commercial Bank as of December 
31, 2007, its financial performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards. We recommend that the General Assembly of Shareholders approve these 
financial statements taking into consideration the effect of what is stated in paragraphs 1 and 2 above. 

Report on Legal Requirements 

The Bank maintains proper accounting records which are in agreement with the accompanying financial 
statements and financial data presented in the Board of Directors’ annual report. 

The accompanying financial statements are a translation of the statutory financial statements in the Arabic 
language to which reference should be made. 

Amman – The Hashemite Kingdom of Jordan 

February 10, 2008    

Deloitte and Touche (M.E.) - Jordan
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Notes

December 31,

2007 2006

JD JD

Assets

Cash and balances at central banks 4 82,107,330 66,830,352

Balances at banks and financial institutions 5 70,221,888 87,122,300

Trading financial assets 6 3,423,135 2,819,881

Direct credit facilities 7 294,943,837 272,534,994

Available -for-sale financial assets 8 10,744,115 7,072,900

Held-to-maturity investments - net 9 57,785,356 42,532,937

Mortgaged financial assets 10 15,000 95,000

Fixed assets - net 11 7,293,756 6,385,563

Intangible assets - net 12 491,726 385,603

Other assets 13 22,234,507 27,404,922

Total assets 549,260,650 513,184,452

Liabilities and Shareholders’ Equity:

Liabilities:

Banks and financial institutions deposits 14 30,220,582 30,391,624

Central Bank of Jordan deposit 15 21,000,000 21,000,000

Customer deposits 16 341,952,722 341,581,111

Cash margins 17 54,280,912 37,496,117

Borrowed funds 18 10,000,000 -

Other provisions 19 1,403,267 1,190,398

Provision for Income Tax 20 1,499,649 758,467

Deferred tax liabilities 20 - 87,400

Other liabilities 21 7,675,536 5,170,867

Total liabilities 468,032,668 437,675,984

Shareholders’ Equity :

Paid-up capital 22 63,250,000 57,500,000

Share capital premium 22 56,698 56,698

Statutory reserve 24 4,797,282 3,441,194

General banking risks reserve 24 3,018,854 2,585,716

Cumulative change in fair value - net 25  (705,089) 245,551

Retained earnings 26 10,810,237 11,679,309

Total shareholders’ equity 81,227,982 75,508,468

Total liabilities and Shareholders’ equity 549,260,650 513,184,452

The accompanying notes from (1) to (48) constitute an integral part of these statements.

JORDAN COMMERCIAL BANK

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

BALANCE SHEETS



22 23

Notes

For the Year 
Ended

2007 2006

JD JD

Interest income 28 36,573,839 29,379,795

Interest expense 29 (19,129,445) (13,641,093)

Net interest income 17,444,394 15,738,702

Commissions income-net 30 5,695,117 4,612,569

Net interest and commissions income 23,139,511 20,351,271

Foreign currencies income 31 977,539 695,475

Trading financial assets income (loss) 32 135,737 (3,406,302)

Available-for-sale financial assets income 33 432,045 1,064,710

Other income 34 2,642,490 3,042,388

Gross income 27,327,322 21,747,542

Employees expenses 35 5,640,773 4,871,345

Depreciation and amortization 11,12,23 2,966,524 2,658,069

Other expenses 36 5,122,633 4,609,441

Other provisions 19 436,056 22,918

Provision for impairment of direct credit facilities 7       -   321,073

Total expenses 14,165,986 12,482,846

Income before tax 13,161,336 9,264,696

 Income Tax (expense) surplus 20  (741,182) 1,418,004

Income for the year 12,420,154 10,682,700

Earnings per share 37 0.196 0.169

The accompanying notes from (1) to (48) constitute an integral part of these statements.

JORDAN COMMERCIAL BANK

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

 STATEMENTS OF INCOME



22 23

For the Year Ended  
December 31, 2007

Paid-up
Capital

Share Capital 
Premium

Statutory
Reserve

General
Banking 

Risks
Reserve *

Cumulative
Change in
Fair Value

Retained
Earnings**

Total

JD JD JD JD JD JD JD

Beginning balance 57,500,000 56,698 3,412,667 2,528,619 245,551  11,679,309  75,508,468 

Net cumulative change in 
fair value after tax 

  -    -    -    -   (950,640) -  (950,640)

Total revenues and 
expenses for the year 
recorded directly in 

  Shareholders’ equity - - - -  (950,640) -  (950,640)

Income for the year - - - - - 12,420,154 12,420,154

Total revenues and ex-
penses for the year - - - -  (950,640) 12,420,154 12,420,154

Paid dividends***   -    -    -    -    -   (5,750,000)  (5,750,000)

Capital increase (Note 22) 5,750,000 - - - -  (5,750,000) -

Transferred to reserves   -    -  1,356,088 433,138   -   (1,789,226)   -  

Balance - end of the year 63,250,000  56,698 4,797,282 3,018,854  (705,089)  10,810,237  80,227,982 

For the Year Ended De-
cember 31, 2006

Beginning balance 50,000,000 56,698 2,484,324 2,162,501 2,300,371  9,849,674  66,853,568 

Net cumulative change in 
fair value after tax 

  -    -    -    -   (2,054,820)   -   (2,054,820)

Total revenues and 
expenses for the year 
recorded directly in 

  Shareholders’ equity   -    -    -    -   (2,054,820)   -   (2,054,820)

Income for the year - - - - - 10,682,700 10,682,700
Total revenues and ex-
penses for the year - - - -  (2,054,820) 10,682,700 8,627,880

Capital increase 7,500,000 - - - -  (7,500,000) -

Transferred from provision 
for impairment of direct 
credit facilities 

  -          -        - 27,020 -  - 27,020

Transferred to reserves   -    -  956,870 396,195   -   (1,353,065)   -  

Balance - end of the year 57,500,000  56,698 3,441,194 2,585,716  245,551  11,679,309  75,508,468 

* According to the instructions of the Central Bank of Jordan, the general banking risks reserve can not be utilized without 
prior approval from the Central Bank of Jordan.
** According to the instructions of the Securities Commission, an amount of JD 1,181,980 is restricted against the decline in 
the fair value of available-for-sale financial assets.
*** In their regular meeting held on March 24, 2007, the General Assembly of Shareholders approved the distribution of JD 
5,750,000 to shareholders.

The accompanying notes from (1) to (48) constitute an integral part of these statements.

JORDAN COMMERCIAL BANK

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

 STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
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Notes
For the Year Ended

December 31,

2007 2006
Cash Flows From Operating Activities : JD JD
Income before tax 13,161,336 9,264,696 
Adjustments for non-monetary items:
Depreciation and amortization 2,966,524 2,658,069 
Provision for impairment of direct credit facilities - 321,073 
Losses (gains) from trading financial assets 365,937 573,921 
Surplus provisions (129,981) (216,984)
Effect of foreign exchange rate fluctuations (585,153) (435,079)
Other provisions 436,056 22,917 
Net cash flow from operating activities 16,214,719 12,188,751 
Changes in Assets and Liabilities:
(Increase) in over 3 months maturity deposits at central banks (2,000,000) (5,000,000)
Decrease in deposits at banks and financial institutions - 2,000,000 
(Increase) in direct credit facilities (22,408,843) (75,102,228)
(Increase) decrease in trading financial assets (969,191) 8,182,260 
Decrease (increase) in other assets 3,540,663 (1,286,768)
Decrease (increase) in restricted balances at banks and central banks 1,546,708 (190,005)
Increase in customer deposits 371,611 100,901,131 
Increase in cash margins 16,784,795 14,062,985 
(Decrease) in other provisions (223,187) (422,040)
Increase (decrease) in other liabilities 2,504,669 (1,102,705)
 Net change in assets and liabilities (852,775) 42,042,492 
 Net cash flows from operating activities 15,361,944 54,231,243 
Cash Flows from Investing Activities:
 Sale of financial assets available for sale 1,989,379 10,167,072 
 (Purchase) of financial assets available for sale (6,698,634) (12,568,163)
 (Purchase) of held-to-maturity investments (25,612,094) (17,657,791)
 Sale/Maturity of held-to-maturity investments 10,359,675 2,004,312 
 Sale/Maturity of mortgaged financial assets 80,000 -
 (Purchase) of intangible assets (282,540) (208,936)
 Sale of fixed assets 93,405 144,719 
 (Purchase) of fixed assets (2,031,972) (3,005,358)
 Net cash flows (used in) investing activities (22,102,781) (21,139,765)
Cash Flows from Financing Activities:
Borrowed funds 10,000,000 -
Dividends paid (5,750,000)     -   
Net cash flows from financing activities 4,250,000     -   
Effect of foreign exchange rate fluctuations on cash and cash equivalents 585,153 435,079 
Net (decrease) increase in cash and cash equivalents (1,905,684) 33,526,557 
Cash and cash equivalents - beginning of the year 38 113,965,007 80,438,450 
Cash and cash equivalents - end of the year 38 112,059,323 113,965,007 

The accompanying notes from (1) to (48) constitute an integral part of these statements.

JORDAN COMMERCIAL BANK

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

 STATEMENTS OF CASH FLOWS
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JORDAN COMMERCIAL BANK

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

NOTES TO THE FINANCIAL STATEMENTS

1. General

The Bank was established as a public shareholding company on May 3, 1977 according to the Jordanian 
Companies Law No. 12 for the year 1964 with its headquarters in Amman. 

During the year 1993, Mashrek Bank (Jordan branches) was merged into Jordan Gulf Bank. Consequently, 
Jordan Gulf Bank replaced Mashrek Bank in terms of its rights and liabilities.

At the beginning of the year 2004, the Bank’s capital was restructured after taking the necessary measures 
specified by the concerned governmental entities. 

On June 28, 2004, procedures relating to changing the Bank’s name were completed, and the new bank’s 
name became Jordan Commercial Bank.

The Bank is engaged in commercial banking activities through its headquarters and branches which total 27 
branches in Jordan and 3 branches in Palestine. 

The Board of Directors approved the accompanying financial statements in its meeting No. 8/M 35/2008, 
held on February 10, 2008. These financial statements are subject to the approval of the General Assembly 
of Shareholders.

2. Significant Accounting Policies 

Basis of Preparation of the Financial Statements

- The Bank’s financial statements have been prepared according to the standards issued by the International 
Accounting Standards Board, the International Financial Reporting Interpretations Committee ensuing from 
the International Accounting Standards Board, local prevailing laws, and instructions of the Central Bank 
of Jordan. 

- The financial statements have been prepared according to the historical cost convention except for trad-
ing financial assets/liabilities and available-for-sale financial assets shown at fair value at the date of the 
financial statements.  

- The Jordanian Dinar is the reporting currency of the financial statements and represents the Bank’s func-
tional currency.

- The financial polices adopted for the year are consistent with those applied in prior years. The details are 
as follows: 

Basis of Combination of the Financial Statements

The accompanying financial statements include the accounts of the bank’s branches in Jordan and Pales-
tine after eliminating inter-branch balances and transactions. Year-end inter-branch transactions in transit 
are shown under “other assets” or “other liabilities” according to their nature in the accompanying balance 
sheet.
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Segment Information

- A business segment is a distinguishable component of an entity engaged in providing an individual product 
or service or a group of related products or services and subject to risks and returns different from those of 
other business segments.

- A geographical segment is a distinguishable component of an entity engaged in providing products or 
services within a particular economic environment and subject to risks and returns different from those of 
components operating in other economic environments.

Trading Financial Assets 

- Trading financial assets represent investments in company shares traded in the active markets.  The objec  
   tive of holding these assets is to generate profits from the short-term fluctuations in market prices or trade  
   profit margins.

- Financial assets held for trading are initially recognized at fair value when purchased (the acquisition cost is 
recorded in the income statement on the purchase date). They are subsequently re-measured to fair value 
as of the date of the financial statements, and the resulting change is included in the income statement in 
the period in which it arises. Moreover, fair value differences resulting from the translation of foreign cur-
rency non-monetary assets are taken to the statement of income.

- Dividends and interest are taken to the income statement when earned.

Direct Credit Facilities 

- A provision for the impairment in direct credit facilities is recognized when it is obvious that the financial as-
sets of the bank can not be recovered, there is an objective evidence of the existence of an event negatively 
affecting the future cash flows of the direct credit facilities, and the impairment amount can be estimated. 
The provision is taken to the statement of income.  

- Interest and commission on non-performing credit facilities are suspended in accordance with the instruc-
tions of the Central Bank of Jordan.

- Impaired credit facilities, for which specific provisions have been taken, are written off by charging the pro-
vision after all efforts have been made to recover the debts. Any surplus in the provisions is taken to the 
income statement, while debt recoveries are taken to income. 

Available-for-Sale Financial Assets

- These represent the financial assets that the Bank does not intend to classify as trading financial assets or 
held to maturity. 

- Available-for-sale financial assets are initially recorded at fair value including acquisition costs. They are 
subsequently re-measured to fair value as of the date of the financial statements. Moreover, changes in 
fair value are recorded in a separate account within shareholders’ equity. When these assets are fully or 
partially sold, disposed of, or determined to be impaired, the income or losses are recorded in the income 
statement, including the related amounts previously recorded within shareholders’ equity. The loss resulting 
from the impaired value of the debt instruments is reversed when it is objectively evident that the increase in 
their fair value occurred after the losses had been recognized. Impairment losses resulting from the decline 
in the value of equity securities are reversed through cumulative change in fair value. 

- Income and losses resulting from the foreign exchange of (interest-bearing) debt instruments classified as avail-
able-for-sale financial assets are included in the income statement. The differences resulting from foreign ex-
change of equity instruments are included in the cumulative change in fair value within shareholders’ equity. 

- Financial instruments for which fair value can not be reliably determined are shown at cost. The impairment 
in value is charged to the income statement.
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Held-to-Maturity Investments

- Held-to-maturity financial assets are financial assets with fixed or specified payment, and to which the bank 
has the intention and ability to hold to maturity.

- Held-to-maturity investments are recorded at cost (fair value) plus acquisition costs. Premiums and discounts 
are systematically amortized in the income statement according to the “effective interest rate method” and 
are either credited or debited to interest earned.  Provisions associated with irrecoverable impairment in 
their value are deducted. Any impairment in assets is recorded in the statement of income. 

Fair Value

Fair value represents the closing market price of financial assets and derivatives in active markets on the 
date of the financial statements. In case declared market prices do not exist, active trading of some finan-
cial assets and derivatives is not available, or the market is inactive, fair value is estimated by one of several 
methods, including the following:

- Comparison with the fair value of another financial asset with similar terms and conditions.

- Analysis of the present value of expected future cash flows for similar instruments.

- Adoption of the option pricing models.

The valuation methods aim at providing a fair value reflecting the expectations of the market, expected risks, 
and expected benefits upon valuing financial instruments. 

Financial assets of which fair value can not be reliably measured are stated at cost less any impairment.

Impairment in the Value of Financial Assets

The Bank reviews the values of financial assets on the date of the balance sheet in order to determine if there 
are any indications of impairment in their value individually or in the form of a portfolio. In case such indica-
tions exist, the recoverable value is estimated so as to determine the impairment loss. 

The impairment is determined as follows:

- The impairment in financial assets recorded at amortized cost is determined on the basis of the present 
value of the expected cash flows discounted at the original interest rate.

- The impairment in the financial assets available for sale recorded at fair value represents the difference be-
tween the book value and fair value. 

- The impairment in the financial assets recorded at cost represents the differences between the book value 
and the present value of the expected cash flows discounted at the market interest rate of similar instru-
ments.

- The impairment in value is recorded in the income statement. Any surplus in the following period resulting from 
previous declines in the fair value of financial assets is taken to the income statement except for available-for-
sale equity securities, the impairment of which is recovered through the cumulative change in fair value. 
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Fixed Assets

- Fixed assets are stated at cost net of accumulated depreciation. Fixed assets (except for land) are depreci-
ated, when ready for their intended use, according to the straight-line method over their estimated useful lives 
using the following rates:

Percentage
Buildings 2
Equipment 15
Furniture 10
Vehicles   15
Computers   20
Decorations 15

- When the carrying amounts of fixed assets exceed their recoverable values, assets are written down, and 
impairment losses are recorded in the income statement.

- The useful lives of fixed assets are reviewed at the end of each year. In case the expected useful life is dif-
ferent from what was determined before, the change in estimate is recorded in the following years, being a 
change in estimate.

- Fixed assets are derecognized when disposed or no future benefits are expected from their use or dis-
posal.

Provisions

- Provisions are recognized when the bank has an obligation on the date of the balance sheet as a result of 
past events, it is probable to settle the obligation, and a reliable estimate of the amount of the obligation 
can be made.

Provision for Employees End-of-Service Indemnities

- Annual indemnity payments to terminated employees are charged to the provision for employees end-of-
service indemnity. Furthermore, surplus in indemnity payment over the amount provided for is taken to 
the statement of income.  The required additional provision for end-of-service indemnities for the year is 
charged to the income statement.

Income Tax

- Income tax expenses represent accrued taxes and deferred taxes.

- Accrued income tax expenses are accounted for on the basis of taxable income. Moreover, taxable income 
differs from income declared in the financial statements because the latter includes non-taxable revenue 
or tax expenses not deductible in the current year but deductible in subsequent years, accumulated losses 
acceptable by the tax authorities, and items not accepted for tax purposes or subject to tax.

- Taxes are calculated on the basis of the tax rates prescribed according to the prevailing laws, regulations, 
and instructions of the countries where the bank operates.

- Deferred taxes are taxes expected to be paid or recovered as a result of temporary timing differences be-
tween the value of the assets and liabilities in the financial statements and the amount of taxable income. 
Deferred tax is calculated on the basis of the liability method in the balance sheet according to the rates 
expected to be applied when the tax liability is settled or tax assets are recognized.

- Deferred tax assets are reviewed as of the date of the balance sheet, and reduced in case it is expected that 
no benefit will arise therefrom, partially or totally. 
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Treasury Shares Issue or Purchase Costs

Any costs resulting from issuing or purchasing treasury stocks are recorded in retained earnings (net of the 
tax effect of these costs, (if any)).  If the issue or purchase is incomplete, the costs are charged as expenses 
to the statement of income.

Accounts Managed on Behalf of Customers

- These represent the accounts managed by the bank on behalf of its customers, but do not represent part 
of the bank’s assets.

- The fees and commissions on managing these accounts are taken to the income statement. A provision 
is taken against the decline in the value of capital-guaranteed portfolios managed on behalf of customers 
below capital. 

Offsetting

Financial assets and financial liabilities are offset, and the net amount is reflected in the balance sheet only 
when there are legal rights to offset the recognized amounts, the bank intends to settle them on a net basis, 
or assets are realized and liabilities settled simultaneously. 

Realization of Income and Recognition of Expenses

- Interest income is realized and recognized based on the actual interest rate method except for interest and 
commission on non-performing loans which are not recognized as revenue but recorded as interest and 
commission in suspense.

- Expenses are recognized on the accrual basis.
- Commission is recorded as revenue when the related services are provided. Moreover, dividends are re-

corded when realized (approved by the General Assembly).

Recognition of Financial Assets 

- Financial assets and financial liabilities are recognized on the trading date which is the date in which the 
bank commits itself to purchase or sell the financial assets.

Mortgaged Financial Assets

These represent financial assets mortgaged to other parties while the other party has the right to their disposi-
tion (sale or re-mortgage).  Evaluation of these assets continues according to the accounting policies adopted 
for the evaluation of each one of them based on the original classification.

Assets Seized by the Bank

Assets that have been subject to foreclosure by the Bank are shown in the balance sheet under “other assets” 
at the acquisition value or fair value (whichever is lower). As of the balance sheet date, these assets are reval-
ued individually at fair value. Any impairment in their market value is taken to the income statement whereas 
any increase in value is not recognized. Subsequent increase in value is taken to the income statement to the 
extent it does not exceed the previously recorded impairment.

Intangible Assets

- Intangible assets obtained through merges are recorded at fair value at the date of acquisition. Intangible 
assets obtained otherwise are recorded at cost. 

- Intangible assets are to be classified on the basis of either a definite or an indefinite useful life. Intangible 
assets with definite useful economic lives are amortized over their useful lives and amortization is recorded 
as an expense in the income statement. Intangible assets with indefinite lives are reviewed for impairment 
as of the date of financial statements, and impairment loss (if any) is treated in the income statement as an 
expense for the period.
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- No capitalization of intangible assets resulting from the bank’s operations is made. They are rather recorded 
as an expense in the income statement for the period.

- Any indications of impairment in the value of intangible assets as of the date of financial statements are 
reviewed. Furthermore, the estimated useful lives of intangible assets are reassessed, and any adjustments 
are made in the subsequent periods.

- Intangible assets (computer software) are amortized over their estimated economic useful lives at an annual  
  rate of 20%.

Foreign Currency

- Transactions in foreign currencies during the year are recorded at the exchange rates prevailing at the date 
of the transaction.

- Financial assets and financial liabilities denominated in foreign currencies are translated at the average ex-
change rates prevailing on the balance sheet date and declared by the Central Bank of Jordan

- Non-monetary assets and liabilities denominated in foreign currencies and recorded at fair value are trans-
lated on the date when their fair value is determined.

- Gains or losses resulting from foreign currency translation are recorded in the income statement.

- Translation differences for non-monetary assets and liabilities denominated in foreign currencies (such as 
equity securities) are recorded as part of the change in fair value.

Cash and Cash Equivalents

Cash and cash balances maturing within three months are considered as cash and cash equivalents. These include 
cash and cash balances with central banks and balances with banks and financial institutions maturing within 
three months, less deposits of banks and financial institutions maturing within three months and restricted funds.

3. Accounting Estimates  

Through applying the accounting policies, management uses assumptions and estimates with material im-
pacts on the recognition of the balances recorded in the financial statements. Some of these assumptions 
are as follows:  

- A provision for lawsuits raised against the bank is formed based on a legal study prepared by the Bank’s le-
gal advisors. Moreover, the study highlights potential risks that the Bank may encounter in the future. Such 
legal assessments are reviewed frequently.

 - A provision for impairment of direct credit facilities is taken on the bases and estimates approved by man-
agement in conformity with International Financial Reporting Standards (IFRSs). The outcome of these 
bases and estimates is compared to the provisions required in accordance with the instructions of the 
Central Bank of Jordan. The more stringent outcome that conforms with (IFRSs) is used for determining the 
provision.

- Impairment loss in real estate seized by the Bank (if any) is taken after sufficient and recent evaluations have 
been conducted by approved surveyors. These evaluations are reviewed periodically.

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

- Management frequently reviews financial assets stated at cost to estimate any impairment in their value. 
Impairment loss (if any) is charged to the statement of income.

- Income tax expense for the year is accounted for in accordance with the prevailing laws, regulations, and 
accounting standards.

- Deferred tax assets and liabilities and the required provision for income tax are calculated. Moreover,  
   deferred tax liabilities and the provision for income tax are booked.
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4. Cash and Balances at Central Banks

 This item consists of the following:

December   31

2007 2006

JD JD

Cash in vaults 9,727,018 8,734,062

Balances at Central Banks:

Current accounts and demand deposits 3,856,833 3,970,962

Time and notice deposits 5,295,000 1,750,000

Mandatory cash reserve 21,128,479 12,375,328

Certificates of deposit 42,100,000 40,000,000

Total Balances at Central Banks 72,380,312 58,096,290

Total Cash and Balances at Central Banks 82,107,330 66,830,352

- Restricted balances, excluding the cash reserve, amounted to zero as of December 31, 2007 and 2006. 

- Certificates of deposit include an amount of JD 8 million that matures within a period exceeding 3 months 
as of December 31, 2007 (against JD 6 million as of December 31, 2006).

5. Balances at Banks and Financial Institutions

   This item consists of the following:

Local Banks and Finan-
cial Institutions

Foreign Banks and 
Financial Institutions

Total

December   31, December   31, December   31,

2007 2006 2007 2006 2007 2006

JD JD JD JD JD JD

Current accounts and demand 
deposits

425,457 281,745 6,200,858 3,078,924 6,626,315 3,360,669

Deposits maturing
Within 3 months or less

4,738,728 25,491,815 58,856,845 58,269,816 63,595,573 83,761,631

Total 5,164,185 25,773,560 65,057,703 61,348,740 70,221,888 87,122,300

Non-interest bearing balances at banks and financial institutions amounted to JD 425,457 as of December 
31, 2007 (JD 281,745 as of December 31, 2006).

Restricted balances as of December 31, 2007 amounted to JD 2,049,313 (JD 3,596,021 as of December 31, 2006).
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6. Trading Financial Assets

 This item consists of the following:

December 31,

2007 2006

JD JD

Listed shares 3,423,135 2,819,881

Total 3,423,135 2,819,881

7. Direct Credit Facilities

This item consists of the following:

December 31

2007 2006

JD JD

Individuals (retail):

Overdraft facilities 1,945,735 2,012,897

Advances and loans* 60,032,245 57,578,709

Credit cards 2,889,776 2,397,781

Other 744,372 647,066

Real estate loans 19,812,407 18,016,938

Companies:

Large companies

Overdraft facilities 37,065,498 27,922.695

Advances and loans* 167,530,018 151,231,098

Small and medium companies  

Overdraft facilities 16,682,340 20,198,780

Advances and loans* 18,747,353 38,265,870

Public Sector 2,556,202 2,134,652

Total 328,005,946 320,406,486

Less: Provision for impairment of direct credit facilities (16,247,005) (22,601,587)

Less: Interest in suspense (16,815,104) (25,269,905)

Net Direct Credit Facilities 294,943,837 272,534,994

* Net of interest and commission received in advance of JD 1,429,035 as of December 31, 2007 (JD 2,120,176 
as of December 31, 2006).
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- Non-performing credit facilities plus interest in suspense amounted to JD 36,960,188, equivalent to 11.3% 
of the direct credit facilities balance as of December 31, 2007 (JD 53,661,966, equivalent to 16.7% of the 
direct facilities balance as of December 31, 2006).

- Non-performing credit facilities net of interest in suspense amounted to JD 20,145,084, equivalent to 6.5% 
of the direct credit facilities balance net of interest in suspense as of December 31. 2007 (JD 28,392,061, 
equivalent to 9.6% of the direct credit facilities balance net of interest in suspense as of December 31, 
2006). 

- There are no credit facilities granted to the Government of Jordan as of December 31, 2007 and 2006. 

Provision for the Impairment in Direct Credit Facilities

2007
Individual 

(Retail 
Customers)

Corporate Entities

TotalProperty 
Loans

Large 
Corporate 
Customers

SMEs
Public 
Sector

JD JD JD JD JD JD

Balance – beginning of the year 11,200,405 196,405 7,692,195 3,479,732 32,850 22,601,587

Debts written off during the year (100,603) (17,383) (134,483) (93,959)    -    (346,428)

Provision for debts listed incontra accounts * (2,254,362)  -      (2,922,765) (927,310)    -    (6,104,437)

Differences on the evaluation ofthe pro-
vision for debts in foreign currencies

52,955       -              30,810 12,518      -    96,283

Balance at December 31, 8,898,395 179,022 4,665,757 2,470,981 32,850 16,247,005

2006
Individual 

(Retail 
Customers)

Corporate Entities

TotalProperty 
Loans

Large 
Corporate 
Customers

SMEs
Public 
Sector

JD JD JD JD JD JD

Balance – beginning of the year 12,300,328 196,405 7,689,760 3,831,121 28,246 24,045,860

Provision for the year taken from income 321,073  -       -         -            -      321,073

Debts written off during the year (1,471,621)  -       -        (358,752)    -      (1,830,373)

Transferred to general banking risks reserve  -          -      (27,020)  -           -      ( 27,020)

Differences on the evaluation ofthe pro-
vision for debts in foreign currencies

50,625     -      29,455  7,363  4,604 92,047

Balance on December 31 11,200,405 196,405 7,692,195 3,479,732 32,850 22,601,587

- Provisions no longer needed due to settlements or debt repayments and transferred to other debts amount-
ed to JD 1,684,388 as of December 31, 2007 (against JD 1,125,552 as of December 31, 2006).
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Interest in Suspense 

The movement on interest in suspense is as follows:

2007
Individual 

(Retail 
Customers)

Corporate Entities

TotalProperty 
Loans

Large 
Corporate 
Customers

SMEs
Public 
Sector

JD JD JD JD JD JD

Balance – beginning of the year 13,906,376 68,100 8,736,213 2,540,748 18,468 25,269,905

Add: Interest in suspense for the year 1,862,778 51,483 2,102,685 857,452 4,884 4,879,282

Less: Interest transferred to income
(Note 34)

(294,076) (  6,457)  -        (196,307)  -      (     496,840)

Less: Interest in suspense (written-off) (346,219) (  9,345) (777,074) (58,701)  -      (  1,191,339)

Less: Interest in suspense listed in 
contra accounts *

4,121,166)       -     (5,922,801) (1,601,937)      -      (11,645,904)

Balance on December 31 11,007,693 103,781 4,139,023 1,541,255 23,352 16,815,104

2006
Individual 

(Retail 
Customers)

Corporate Entities

TotalProperty 
Loans

Large 
Corporate 
Customers

SMEs
Public 
Sector

JD JD JD JD JD JD

Balance – beginning of the year 12,770,009 38,139 10,546,355 2,489,348 14,009 25,857,860

Add: Interest in suspense for the year 3,511,196 33,566 1,752,826 306,699 4,459 5,608,746

Less: Interest transferred to income 
(Note 34)

(615,717) (  3,605) (   242,088) (    48,635)  -     (     910,045)

Less: Interest in suspense (written-off) (1,759,112)     -      (3,320,880) (  206,664)      -     (  5,286,656)

Balance at December 31, 13,906,376 68,100 8,736,213 2,540,748 18,468 25,269,905

* According to the resolution of the Board of Directors No. 55/M29/2007 dated May 6, 2007, it was agreed 
more non-performing debts with interest in suspense and provision at an amount of JD 17,750,341 to con-
tra accounts while the Bank maintains its legal right to follow up and claim these debts from the debtors. 
Consequently, the non-performing debts stated in contra accounts amounted to JD 40,369,913 as of De-
cember 31, 2007 (JD 33,151,223 as of December 31, 2006).  These debts are fully provided for.
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8. Available-for-Sale Financial Assets

 This item consists of the following:

December 31

2007 2006

JD JD

Financial assets with market prices:Company shares 6,294,716 4,632,795

Investment funds 1,453,077      -      

Total financial assets with market prices 7,747,793 4,632,795

Financial assets without market prices: Company shares 2,903,805 2,440,105

Investment Funds 92,517        -      

Total financial assets without market prices 2,996,322 2,440,105

Available-for-Sale financial assets - total 10,744,115 7,072,900

- Unlisted financial assets of JD 2,996,322 as of December 31, 2007 are stated at cost (JD 2,440,105 as of 
December 31, 2006) as their fair value can not be reliably determined.

- There are no mortgaged available-for-sale financial assets as of December 31, 2007 and December 31, 2006.

9. Held-to-Maturity Investments 

This item consists of the following:

December 31

2007 2006

JD JD

Financial assets without market prices:

Government treasury bills 14,859,892 10,695,125

Government bonds guaranteed by the government 27,528,720  21,403,307

Company bonds 14,396,300 7,336,000

Other bonds 1,000,444 3,098,505

Total Financial Assets without Market Prices 57,785,356 42,532,937

Total Held-to-Maturity Financial Assets 57,785,356 42,532,937

- Bonds return analysis:

December 31

2007 2006

JD JD

Financial assets with a fixed interest rate 57,785,356 42,532,937

Total 57,785,356 42,532,937
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- The maturities of held-to-maturity investments extend up to the year 2011 and are due in several install-
ments, the last of which matures on August 18, 2011. 

Within 
Month

From 1 to 3 
Months

From 3 to 
6 Months

From 6 Months to 
1 Year

From 1 to 3 
Years

More than 3 
Years

Total

JD JD JD JD JD JD JD

- 15,892,212 - 500,000 30,883,893 10,509,251 57,785,256

- An amount of JD 15,000 of government bonds guaranteed by the government as of December 31, 2007 is 
held as collateral in favor of the Arab Bank against the bank’s guarantee of credit facilities granted to a cus-
tomer by the Arab Bank (against JD 95,000 as of December 31, 2006). These bonds have been reclassified 
within mortgaged financial assets (Note 10).

10. Mortgaged Financial Assets

 This item consists of the following:

December 31

2007 2006

JD JD

Government bonds guaranteed by the government 15,000 95,000

Total 15,000 95,000

- An amount of JD 15,000 of government bonds guaranteed by the government as of December 31, 2007 is 
held as collateral in favor of the Arab Bank against the bank’s guarantee of credit facilities granted to a cus-
tomer by the Arab Bank (against JD 95,000 as of December 31, 2006).
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11.  Fixed Assets

The details of this item are as follows:

Land Buildings
Equipment

and
Furniture

Vehicles Computer Total

2007 JD JD JD JD JD JD

Cost:
Balance at the beginning of the year 1,727,498 1,178,704 5,952,998 393,957 3,498,850 12,752,007
Additions  -        12,960 1,511,835 204,053 303,123 2,031,972
Disposals  -         -       (   212,084) (166,204)  -       (    378,288)
Balance at the end of the year 1,727,498 1,191,664 7,252,749 431,806 3,801,973 14,405,690
Accumulated Depreciation:
Accumulated depreciation - beginning of the year  -        707,044 3,005,378 222,367 2,483,159 6,417,948
Annual depreciation  -        29,520 598,474 44,708 357,672 1,030,374
Disposals  -         -       (   203,275) (  81,609)  -        (    284,884)
Accumulated depreciation - end of the year  -        736,564 3,400,577 185,466 2,840,831 7,163,438
Payments on account of acquisitions  -        51,504  -          -       -        51,504
Net Book Value as of December 31, 2007 1,727,498 506,604 3,852,175 246,340 961,142 7,293,756

2006
Cost:
Balance at the beginning of the year 1,727,498 1,178,704 5,198,841 375,272 3,181,556 11,661,871
Additions  -         -       2,353,940 66,025 585,393 3,005,358
Disposals  -         -       (1,599,783) (  47,340) (  268,099) ( 1,915,222)
Balance at the end of the year 1,727,498 1,178,704 5,952,998 393,957 3,498,850 12,752,007
Accumulated Depreciation:

Accumulated depreciation - beginning of the year  -        677,524 4,144,374 185,957 2,432,708 7,440,563

Annual depreciation  -        29,520 348,952 45,763 310,170 734,405
Disposals  -         -       (1,487,948) (    9,353) (   259,719) ( 1,757,020)
Accumulated depreciation - end of the year  -        707,044 3,005,378 222,367 2,483,159 6,417,948
Payments on account of acquisitions  -        51,504  -          -          -        51,504
Net Book Value as of December 31, 2007 1,727,498 523,164 2,947,620 171,590 1,015,691 6,385,563

 Fixed assets include fully depreciated assets of JD 4,204,630 as of December 31, 2007 (JD 4,316,726 as of December 31, 2006).

12. Intangible Assets - Net

 This item consists of the following:

Computer Systems and Programs

2007 2006

JD JD

Balance – beginning of the year 385,603 374,443

Additions 282,540 208,936

Amortization (176,417) (197,776)

Balance – end of the year 491,726 385,603
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13. Other Assets

 This item consists of the following:

December 31

2007 2006

JD JD

Accrued interest income 1,463,753 1,302,433

Prepaid expenses 364,817 367,075

Restructuring balance – net (Note 23) 10,355,219 12,081,107

Assets seized by the Bank * 3,584,585 4,268,964

Clearance checks 5,279,026 8,064,592

Refundable deposits 41,550 42,588

Real estate accounts receivable - 184,235

Inter-branch transactions in transit 82,560 547,639

Accounts receivable and other debit balances - net 1,062,997 546,289

Total 22,234,507 27,404,922

* This item includes buildings and plots of land sold on installments at a cost of JD 1,452,772 as of December 
31, 2007 with amounts received of JD 728,333 included in other liabilities (Note 21), against JD 1,457,125 
as of December 31, 2006 with amounts received of JD 439,892.

 The movement on assets seized by the bank is as follows: 

2007 2006

JD JD

Balance – beginning of the year 4,320,482 5,627,557

Additions 523,053 1,741,284

Disposals (1,186,007) (3,048,359)

3,657,528 4,320,482

Impairment losses (     72,943) (     51,518)

Balance – end of the year 3,584,585 4,268,964

- According to the Banks Law, real estate seized by the bank against unsettled debts should be sold within 
two years from the date of acquisition. 

14. Banks and Financial Institutions Deposits

 This item consists of the following:

December 31, 2007 December 31, 2006

Inside Jordan Outside Jordan Total Inside Jordan Outside Jordan Total

JD JD JD JD JD JD

376,147 187,392 563,539 9,480 9,206 18,686

14,194,217 15,462,826 29,657,043 14,273,311 16,099,627 30,372,938

14,570,364 15,650,218 30,220,582 14,282,791 16,108,833 30,391,624
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15. Central Bank of Jordan Deposit

The Central Bank of Jordan placed a non-interest bearing deposit of JD 21 million as part of the capital 
restructuring plan. Moreover, the deposit matures on December 31, 2008, and appears at its nominal value. 

16. Customer Deposits

This item consists of the following:

December 31, 2007

Individuals
Large 

Companies

Small and 
Medium 

 Companies

Government 
and Public 

Sector
Total

JD JD JD JD JD

Current accounts and 
demand deposits

34,567,629 6,377,418 31,759,640 8,614,977 81,319,664

Saving deposits 17,419,831 - 504,646 - 17,925,843

Time and notice deposits 148,119,481 3,000,216 68,002,344 23,586,540 242,707,215

Total 200,106,941 9,377,634 100,266,630 32,201,517 341,952,722

December 31, 2006

Individuals
Large 

Companies

Small and 
Medium 

 Companies

Government 
and Public 

Sector
Total

JD JD JD JD JD

Current accounts and de-
mand Deposits

27,787,177 12,418,106 35,618,164 3,906,190 79,729,637

Saving deposits 15,782,444  - 131,416 - 15,913,860

Time and notice deposits 125,310,026  - 85,939,876 34,687,712 245,937,614

Total 168,879,647 12,418,106 121,689,456 38,593,902 341,581,111

- Deposits of the public sector inside Jordan amounted to JD 31,510,871, equivalent to 9.2% of total de-
posits as of December 31, 2007 (JD 37,964,474, equivalent to 11.1% of total deposits as of December 31, 
2006).

- Non-interest bearing deposits amounted to JD 82,452,493, equivalent to 24.1% of total deposits as of De-
cember 31, 2007 (JD 87,295,806, equivalent to 25.5% of total deposits as of December 31, 2006).

- Restricted deposits amounted to JD 7,363,689, equivalent to 2.2% of total deposits as of December 31, 
2007 (JD 4,865,589, equivalent to 1.4% of total deposits as of December 31, 2006).

- Frozen deposits amounted to JD 6,239,308 as of December 31, 2007 (JD 5,847,348 as of December 31, 2006).
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17. Cash Margins

This item consists of the following:

December 31

2007 2006

JD JD

Cash margins on direct credit facilities 36,935,071 22,047,072

Cash margins on indirect credit facilities 15,314,054 14,308,581

Margin trading deposits 2,031,787   1,140,464

Total Cash Margin 54,280,912 37,496,117

18. Borrowed Funds 

This item consists of the following:

December 31, 2007
Amount Number of Payments Collaterals Interest Rate

JD

One payment maturing on  
June 20 , 2010

Real Estate mortgage 
to the favor of the 

Bank against custom-
ers housing loans

8.30 %Jordan Real Estate Mort-
gage Refinance Company

10,000,000

Total 10,000,000

On June 20, 2007, the bank obtained a loan of JD 10 million from Jordan Real Estate Mortgage Refinance 
Company at an annual interest rate of 8.30%, renewable upon the bank’s request, and payable in one install-
ment on June 20, 2010.

19. Provisions

This item consists of the following:

Year 2007

Balance – begin-
ning of the year

Additions dur-
ing the year

Used during the 
year

Reversed to 
income

Balance – end 
of the year

JD JD JD JD JD

Staff end-of-service   indem-
nity provision

935,334 436,056 (146,062) - 1,225,328

Legal provision 208,364 - (  77,125) - 131,239

Other provisions 46,700  -  -  - 46,700

1,190,398 436,056 (223,187)  - 1,403,267

Year 2006

Staff end-of-service  indemnity 
provision

1,060,655 22,918 (148,239) - 935,334

Legal provision 699,150 - (273,802) (216,984) 208,364

Other provisions 46,700  -  -  - 46,700

1,806,505 22,918 (422,041) (216,984) 1,190,398
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20. Income Tax

a. Income Tax Provision

The movement on the income tax provision is as follows:

2007 2006

JD JD

Balance – beginning of the year 758,467 1,120,441

Income tax on available-for-sale financial assets realized gains - 160,474

Income tax on trading financial assets realized gains - 330,175

Income tax reversed to income - (852,623)

Accrued income tax for the year 741,182  - 

Balance – end of the year 1,499,649 758,467

Income tax shown in the income statement represents the following:

2007 2006

JD JD

Income tax for the year (741,182) -

Deferred tax liabilities on trading financial assets revaluation - 565,381

Income tax reversed to income   -  852,623

(741,182) 1,418,004

-  The Income Tax Department in Jordan approved the tax assessment for all years up to the year 2005.  Con-
sequently, income tax losses totaling JD 10,577,888 have been carried forward. An amount of JD 6,021,792 
of these losses has been used during the year 2006. Moreover, the bank submitted its tax return for the 
year 2006.

- A final settlement has been reached with the tax authorities for Palestine branches up to the year 2000. 
Settlement of the taxes for the years 2001, 2002, 2003, 2004, 2005 and 2006 is in progress. In the opinion 
of the tax advisor of the bank, no tax liabilities shall arise against the bank in excess of the amounts booked 
in the financial statements.
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B.   Deferred Tax Assets/Liabilities:
This item consists of the following:

1.   Deferred Tax Assets:

2007 2006

Balance - 
Beginning
of the Year 

Released
Amount

Added
 Amount

Balance 
- End

of the Year 

Deferred
Tax

Deferred
Tax

Included Accounts JD JD JD JD JD JD

Provision for doubtful debts 24,769,591 5,102,213 95,662 19,763,040 6,360,980 8,119,294 

Interest in suspense 5,881,489 113,766 1,198,876 6,966,599 1,966,906 1,685,870 

Real-estate and other seized assets 
impairment losses

51,517 - 21,426 72,943 25,530 18,031 

Provision for restricted lawsuit accounts 2,026,539 1,575,751 - 450,788 157,776 709,289 

Provision for restricted lawsuit fees 1,610,102 243,674 83,782 1,450,210 499,505 551,513 

Provision for employees end of service indemnity 935,334 146,062 436,056 1,225,328 415,474 316,940 

Provision for lawsuits 208,364 77,125 - 131,239 45,934 72,927 

Other provisions 46,700 - - 46,700 16,345 16,345 

Accumulated tax losses up to the end of the 
year 2006

4,556,096 4,556,096 - - - 1,594,634 

Total 40,085,732 11,814,687 1,835,802 30,106,847 9,498,450 13,084,843 

Deferred tax benefits have not been included in the bank’s records. In case they are recorded in retained earnings, they 
can not be disposed of, 

according to the requirements of the Central Bank of Jordan, except for the equivalent of what is realized from those 
deferred tax benefits.

2.   Deferred Tax Liabilities:

Included Accounts 
Cumulative change in the fair value of 
available-for- sale investments

332,951 332,951 - - - 87,400 

 332,951 332,951 - - - 87,400 

There are no deferred tax liabilities as of December 31, 2007 (against JD 87,400 for the year 2006) resulting from gains on 

the revaluation of available-for-sale financial assets shown within the cumulative change in fair value in shareholders’ equity.

2007 2006

The movement on deferred tax liabilities is as follows: JD JD

Balance - beginning of the year 87,400 1,874,805 

Added during the year - 36,538 

Amortized during the year  (87,400)  (1,823,943)

Balance - end of the year - 87,400 
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c. The summary of the reconciliation of the accounting profit with the taxable profit is as follows:

2007 2006

JD JD

Accounting profit before tax 13,161,336 9,264,696

Tax-exempt revenue * (8,328,559) (6,081,836)

Tax-unacceptable expenses 2,660,508 2,838,932

Taxable income before tax acceptable losses 7,493,285 6,021,792

 Less: tax deductible losses (4,556,096) (6,021,792)

Taxable profit 2,937,189   -  

Bank branches - Jordan 35% 35%

Bank branches - Palestine 20% 20%

* This includes a provision for debts established before the year 2000. Tax was paid on these debts upon their 
formation. Moreover, they relate to accounts written off or recovered during the year.

21. Other Liabilities

This item consists of the following:

December 31

2007 2006

JD JD

Accepted cheques 2,144,716 1,691,549

Accrued interest 1,781,584 754,002

Various deposits 876,135 377,125

Safe box deposits 36,212 43,642

Dividends payable 18,588 16,105

Social security withholdings 48,865 43,514

Income tax withholdings 12,854 15,879

Accrued expenses 636,192 463,742

Incoming transfers 40,183 18,934

Provision for scientific research and university fees 128,113 114,040

Additional Jordanian university fees 128,113 94,901

Vocational and Technical Education and Training Support Fund fees 108,324 79,201

Board of Directors remuneration  35,000 35,000

Amounts received on account of the sale of real estate and land 728,333 439,892

Other credit balances 952,324 983,341

Total 7,675,536 5,170,867
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22. Paid-up Capital and Share Premium

- Paid-up capital amounted to JD 63/250 million, represented by 63/250 million shares with a par value of JD 
one each as of December 31, 2007 (against JD 57/5 million as of December 31, 2006).

- According to the General Assembly’s extraordinary meeting held on March 24, 2007, and the resolution of 
the Securities Commission on May 16, 2007, it was agreed to increase subscribed (paid-up) capital to JD 
5,750,000 through capitalizing part of retained earnings and distributing stock dividends to shareholders reg-
istered in the bank’s records as of May 30, 2007, i.e. on the 15th day from the date of approval to register the 
securities so that the bank’s authorized and paid-up capital would become JD 63,250,000.

  - Share premium amounted to JD 56, 698 as of December 31, 2007.

23.  Restructuring Plan

- In its extraordinary meeting held on February 16, 2004, the bank’s General Assembly ratified its restructuring 
plan approved by the Central Bank of Jordan. The plan includes the following:

• To offset the share capital discount of JD 5 million against accumulated losses

• To decrease accumulated losses by the balance of the exceptional credit facilities granted by the Central 
Bank of Jordan after payment of the present value of these credit facilities amounting to JD 9 million 

• To decrease accumulated losses by JD 30 million through reducing capital 

• To decrease accumulated losses by offsetting the balance of the voluntary reserve and the special reserve 
for external branches

• To capitalize JD 17 million of accumulated losses within the Restructuring Balance. This balance is to be 
amortized over ten years starting from the year 2004

• To increase the Bank’s capital by JD 30 million 

• To receive a deposit of JD 21 million from the Central Bank of Jordan without interest up to the year 2008

• To repay the exceptional credit facilities granted by the Central Bank of Jordan at their present value of JD 9 million

c. The debit balance of restructuring costs amounted to JD 17,258,765 as of February 16, 2004.  It is to be 
amortized, based on the Board of Directors' resolution, over ten years starting from the year 2004. 
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The Restructuring Balance, shown within other assets, amounted to JD 10,355,219 net of amortization as of 
December 31, 2007.

The details of the restructuring balance of JD 17,258,765 are as follows:

JD

Accumulated losses in the consolidated financial statements of the bank as of December 31, 2002 74,308,932

Losses for the first half of the year 2003 (consolidated financial statements)   1,698,957

Total accumulated losses up to June 30, 2003 76,007,889

Share capital discount amortization   5,000,000

Total amortized losses 81,007,889

Less: Redeemed accumulated losses by:

Transfer from paid-up capital 30,000,000

Difference of repayment of exceptional credit facilities granted by the Central Bank of Jordan * 31,275,412

Transfer from voluntary reserve  1,179,594

Transfer from special reserve for external branches   1,294,118

Total Redeemed assets 63,749,124

Restructuring Balance 17,258,765

* The exceptional credit facilities of the Central Bank of Jordan of JD 40,275,412 have been settled at their 
present value of JD 9,000,000.

24. Reserves

- Statutory Reserve:

The amounts accumulated in this account represent what has been transferred from the annual profits before 
tax at a rate of 10% during the year and prior years according to the Banks Law. These amounts cannot be 
distributed to shareholders.

- General Banking Risks Reserve:

This reserve represents the general banking risks reserve according to the instructions of the Central Bank 
of Jordan.

 The details of the restricted reserves are as follows:

Reserve
2007

Nature of Restriction
JD

Statutory reserve 4,797,282 Legal requirements

General banking risks reserve 3,018,854 Regulatory authorities Requirements
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25. Cumulative Change in Fair Value - Net

The details are as follows:

2007 2006

Available-for-Sale Financial Assets
Available-for-Sale 
Financial Assets

Shares
Investment 

Funds
Total Shares

JD JD JD JD

Balance - beginning of the year 245,551 - 245,551 2,300,371

Unrealized gains (losses) (929,180) 38,969 (890,211) (2,174,863)

Deferred tax liabilities 87,400 - 87,400 731,375

(Gains) realized and transferred to the
statement of income 

(147,829)      -   (147,829) (611,332)

Balance – end of the year * (744,058) 38,969 (705,089) 245,551

* There are no deferred tax liabilities for the year 2007 (against deferred tax liabilities of JD 87,400 deducted 
from the cumulative change in fair value for the year 2006).

26. Retained Earnings 

This account consists of the following:

2007 2006

JD JD

Balance – beginning of the year 11,679,309 9,849,674

Transferred to increase capital (5,750,000) (7,500,000)

Paid dividends (5,750,000) -

Profit for the year 12,420,154 10,682,700

Transferred to statutory reserve (1,356,088) (956,870)

Transferred to general banking risks reserve (433,138) (396,195)

Balance – end of the year 10,810,237 11,679,309

Based on the instructions of the Securities Commission, an amount of JD 1,181,980 is restricted against the 
decline in the fair value of available-for-sale financial assets.

27. Proposed Dividends

 The Board of Directors recommended that 10% of capital be distributed as stock dividends for the current 
year; i.e. equivalent to JD 6/325 million, in addition to 5% cash which is equivalent to JD 3/163 million subject 
to the approval of the General Assembly of Shareholders. Last year, stock dividends at a rate of 10% and 
cash at 10% of capital were distributed. 
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28. Interest Income

This item consists of interest from the following sources:

2007 2006
JD JD

Direct credit facilities:

Individuals (retail):

Current accounts – overdraft 78,395 76,175

Loans and advances 4,492,510 3,533,718

Credit cards 369,707 322,678

Real estate loans 1,906,542 761,468

Companies:

Large companies 

Current accounts – overdraft 4,983,252 2,779,296

Loans and advances 10,202,085 7,774,035

Small and medium companies:

Current accounts – overdraft 1,876,704 1,842,119

Loans and advances 2,339,154 4,263,330

Public Sector 1,047,423 1,023,035

Balances at central banks 2,433,292 2,139,432

Balances and deposits at banks and financial institutions 3,662,090 2,529,077

Held-to-maturity financial assets 3,182,685 2,335,432

Total 36,573,839 29,379,795

29. Interest Expense

 This item consists of the following:

2007 2006

JD JD

Banks and financial institutions deposits: 1,679,690 861,321

Customer deposits:

Current accounts 392,538 477,446

Saving accounts 324,932 378,655

Time and notice deposits 14,281,576 10,767,799

Cash margins 1,357,633 740,792

Borrowed funds 449,583 -

Deposit guarantee fees 643,493 415,080

Total 19,129,445 13,641,093
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30. Commissions Income - Net

This item consists of the following:

2007 2006

JD JD

Commission Income:

Direct credit facilities 3,070,192 2,277,649

Indirect credit facilities 2,624,925 2,334,920

Total 5,695,117 4,612,569

31. Foreign Currencies Profit  

This item consists of the following:

2007 2006

JD JD

Resulting from:

Trade 392,386 260,396

Evaluation 585,153 435,079

Total     977,539 695,475

32. Trading Financial Assets Income (Loss)

This item consists of the following:

Realized Gains 
(Losses)

Unrealized 
(Losses)

Dividends Total

2007 JD JD JD JD

Company shares 482,918 (365,937) 18,756 135,737

Total 482,918 (365,937) 18,756 135,737

2006

Company shares (2,367,322) (573,921) 188,523 (2,752,720)

Financial portfolios managed by others (   653,582) - - (  653,582)

Total (3,020,904) (573,921) 188,523 (3,406,302)

33. Available-for-Sale Financial Assets Income

This item consists of the following:

2007 2006

JD JD

Dividends 90,919 28,512

Gains from the sale of financial assets available for sale    341,126  1,036,198

Total     432,045 1,064,710
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34. Other Income

This item consists of the following:

2007 2006

JD JD

Credit cards income 329,309 246,653

Safe boxes rent 13,941 12,931

Excess in cash 3,911 4,452

Document copying income 4,397 990

Collection service income 7,681 5,138

Immediate statement of account issuance Income 4,073 4,491

Telephone, post and swift 93,412 99,466

Interest in suspense returned to income (Note 7) 496,840 910,045

Prior years income 759,321 338,100

Miscellaneous revenues 185,333 95,216

Gains from sale of real estate seized by the Bank 482,752 1,082,397

Gains (losses) from sale of fixed assets 30,443 (35,799)

Real estate revenue 20,525 5,897

Returned from the provision for lawsuits - 216,984

Returned from other provisions 129,981 -

Other commissions 80,571 55,427 

Total 2,642,490 3,042,388

35. Employees Expenses

This item consists of the following:

2007 2006

JD JD

Salaries, bonuses and employees benefits 4,608,091 3,851,433

Bank’s share in social security 392,548 385,385

Bank’s share in provident fund 193,052 193,542

Employees end-of-service indemnity paid 29,021 21,914

Health expenses 316,932 325,687

Staff training expenses 11,418 355

Travel per diem 60,055 67,723

Life insurance 19,243 18,708

Clothes 10,413 6,598

Total 5,640,773 4,871,345
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36. Other Expenses

This item consists of the following:

2007 2006

JD JD

Rent 550,277 537,676

Printing and stationery 289,440 211,924

Water, electricity, telephone, swift and postage 539,664 569,912

Lawyers fees and litigations 207,379 123,875

Repairs, maintenance and car expenses 275,661 240,486

Insurance expenses 205,851 192,026

Programs and computer maintenance 358,299 283,825

Transportation and attendance allowance of the Board of Directors 123,312 73,463

Fees, licenses and taxes 224,711 282,537

Advertising and subscriptions 772,204 717,583

Prior years expenses 2,689 34,998

Professional fees 113,553 89,766

Collection incentives 313,333 337,842

Donations and bonuses 189,553 151,165

Cleaning and services 131,875 134,183

Credit card expenses 89,452 75,511

Entertainment 100,753 67,585

Increase of capital expenses 34,527 45,001

Additional Jordanian university fees 128,113 94,901

Scientific research and university fees 128,113 94,901

Vocational and Technical Education and Training Support Fund fees 108,324 79,201

Board of Directors remuneration 35,000 35,000

Impairment provision for assets seized by the bank 21,426 -

Miscellaneous 179,124 136,080

Total 5,122,633 4,609,441

37. Earnings Per Share

Earnings per share are computed by dividing net income for the year by the weighted average number of 
shares as of the end of the year. 

2007 2006

JD JD

Net income for the year 12,420,154 10,682,700

Weighted average number of shares 63,250,000 63,250,000

Net income per share for the year 0.196 0.169

Earnings per share for the prior year have been adjusted by the number of stock dividends distributed during 
the year 2007 in accordance with International Financial Reporting Standards.
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38. Cash and Cash Equivalents

 This item consists of the following:

2007 2006

JD JD

Cash and balances at central banks maturing within 3 months 74,107,330 60,830,352

Add: Balances at banks and other financial

institutions maturing within 3 months 70,221,888 87,122,300

Less: Banks and financial institutions deposits maturing within 3 months (30,220,582) (30,391,624)

Less: Restricted balances (2,049,313)   (3,596,021)

Total 112,059,323 113,965,007

39. Transactions with Related Parties

The bank was involved in transactions with major shareholders, members of the Board of Directors, executive 
management, and subsidiary companies, within its regular activities using the prevailing interest and commission 
rates. All credit facilities granted to related parties are classified as performing and were not provided for. 

The details of transactions with related parties at the end of the year are as follows:

Board of 
Directors

Board of Directors 
Joint Members

December 31,

2007 2006

Balance sheet items: JD JD JD JD

Deposits 3,282,145 1,439,381 4,721,526 8,435,364

Credit facilities 1,777,724 1,021,111 2,798,835 8,574,487

Accounts receivable 250,000 - 250,000 250,000

Cash margins 13 930,493 930,506 58,326

Off-balance sheet items

Letters of guarantee - 1,834,181 1,834,181 331,754

Outgoing letters of credit - 47,558 47,558 403,236

Acceptances 226,800 4,945,469 5,172,269 1,307,884

Total

For the year end December 31

2007 2006

Income statement items: JD JD

Interest and commission income 159,737 1,201,324 1,361,061 637,007

Interest and commission expense 312,197 59,329 371,526 214,481

The Lowest and Highest Interest Rate

Credit 6% 5.85%

Debit 8.25% 8%

Executive Management Salaries and Bonuses

Executive management salaries and bonuses amounted to JD 824,716 for the year 2007 (JD 686,922 for the 
year 2006).
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40. Fair Value of Financial Assets and Financial Liabilities not Shown at Fair Value in the Fi-
nancial Statements

On-balance sheet financial instruments:

These financial instruments include cash balances and deposits at banks and central banks, direct credit 
facilities, other financial assets, customer deposits, bank deposits, and other financial liabilities.

There are no significant differences between the book value and fair value of the financial assets and liabilities 
not shown at fair value in the financial statements.

41. Risk Management 

While conducting its activities and operations, the bank encounters a set of various risks such as credit risk, 
market risk, operational risk, and liquidity risk. Moreover, the bank endeavors to manage these risks in a bid 
to cater for the growth in shareholder equity and safeguard the bank’s financial position.

Furthermore, the bank has an independent department for the management of risks, managed by qualified 
and experienced staff. The Risks Management Department has a credit risk section, market risk section, 
operational risk section, and compliance section. The first task of this department is to find an effective 
framework for the management of risks. Through this framework, the various departments of the bank will 
be able to determine the acceptable risk levels relating to their work as well as at the level of the whole bank. 
The Bank’s strategy for managing risks has been based on a clear concept of the various risks, conducting 
precise evaluation of those risks and continuous measurement and monitoring.  

Jordan Commercial Bank risk management policies are designed to identify, analyze, and monitor risks and 
set appropriate risk limits and proper control tools. The risk management policies and procedures are con-
stantly and, where necessary, modified and enhanced as needed reviewed.

The Bank has formed a Risk Management Committee headed by the Vice Chairman of the Board.  The com-
mittee is responsible for approving the organizational chart, policies, instructions, procedures, and reporting 
system of the Risk Management Department. It also oversees the bank’s various levels of acceptable risks, 
identifies the risks encountered by the bank, determines the efficiency of the related control tools and evalua-
tion and measurement methods of these risks, and reviews all reports issued by the risk department and the 
procedures to mitigate risks and identify the employees’ degree of awareness in connection with all risks to 
which the bank is exposed.

Credit Risk

First: Descriptive Disclosure

Credit risk is the risk that financial loss arises from the failure of customers or counterparty to meet its obli-
gations under a contract.  These risks arise mainly from the bank’s lending and funding activities. Moreover, 
the bank manages credit risk through setting up limits for the amounts of credit (individuals or corporations), 
sectors and geographic area. Additionally, the bank monitors credit standing and obtains proper guarantees 
from its customers. The bank also has comprehensive policies and procedures to control and monitor all such 
risks.

Credit Risk Mitigation 

- Credit risks are monitored, controlled, and managed prior, during, and after the granting of credit through 
following up on the status of customers and evaluating their conditions, obtaining additional guarantees 
when necessary, and constantly monitoring the performance of those customers.

- Credit is granted through committees with specified limits and authorities.  These committees are approved 
before hand by the bank’s Board of Directors.
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- According to Basel (2) Standard on the Measurement of Credit Risk, credit risk mitigation methods are used 
for calculating the amount weighed by risk weights for credit risk exposure for capital adequacy purposes. 
The Central Bank of Jordan issued instructions to all banks in Jordan to use the standardized approach for 
mitigating credit risk so that the overall exposure to credit risk can be reduced effectively by the amount of 
the collaterals. Moreover, the Central Bank of Jordan sets and determines the qualified collateral guaran-
tees to reduce credit risks.

- Credit risk is controlled, monitored, and managed through dealing with creditworthy customers, compre-
hensive evaluation of credit, obtaining collaterals in addition to the original ones, securing the proper and 
required percentage of coverage, and constantly monitoring the performance of those customers.  Added 
to all of this, the bank sets up the credit limits for the borrower or group of borrowers, assesses the bor-
rower, and analyzes the credit portfolio, limits, and concentrations. The bank distributes the credit portfolio 
over the economic sectors and geographic areas to diversity and avoid concentrations. All these represent 
some of the tools used by the Bank to effectively manage credit risks. The loan agreements signed with the 
bank include the compensation arrangements legally applied in connection with the loans and deposits to 
enable the bank to sum up the customer’s various accounts and transfer the credit balances to cover the 
due debts or freeze the customer’s balances until the customer settles his obligations towards the bank.  

- The credit, procedures, and policies emphasize on the necessity of the complete segregattion of duties 
and responsibilities, the number of parties authorized to approve credit facilities, and also specify periodic 
reviews by the internal and external auditors. All of the above provide assurance as to the availability of an 
accurate environment with precise control tools and credit risk examination inside the bank.

- The bank has an internal grading process for credit facilities that is designed to highlight exposures requiring 
greater management attention based on a higher probability of default, potential loss and credit concentra-
tions under the current grading framework for analyzing credit risks that is used to assign credit facilities to one 
of ten risk ratings.  There are seven grading for performing loans and three grading for non-performing loans. 
Each customer is classified based on the internally developed credit rating system. The risk rating method-
ology focuses on factors such as key financial performance measures and ratios, the quality of information 
available, structure and style of borrower’s management team, the structure of the facilities and the quality of 
the collateral coverage. Customer ratings are reviewed annually or during a shorter period as needed. More-
over, the early warning system adopted by the bank and the daily reports play an effective and important role 
in identifying problems that may impact the credit portfolio, and subsequently, lead to augmenting credit risk. 
The main purpose of the early warning system is to identify any potential problems that may affect the credit 
portfolio initially, directly, and at a very early stage so that many alternatives can be made available on time 
to deal with the situation before the credit becomes bad debt. The early detection of bad debt is part of the 
credit culture prevalent in the bank and one of the control tools for mitigating credit risk.

The bank has an independent credit risk control unit that belongs to risks management. The unit’s responsibil-
ity is to monitor the extent of adherence to credit policy, the credit approval authorities, and the instructions of 
the Central Bank of Jordan. Furthermore, it monitors compliance with the credit approval terms, ensures the 
adequacy of the required documents, identifies customers and their related parties’ concentrations, submits 
the necessary related reports to the concerned parties, follows up on customer commitments to payments and 
classified of customer accounts, and suspends interest according to Central Bank of Jordan regulations.

Moreover, bad debts of customers and expected losses are hedged through provisions. Credit risks are 
monitored through stress testing of the credit portfolio and the determination of the extent of its exposure 
to loss according to market events and their influence over the credit portfolio customers and their business 
sectors.  Information on the circumstances should be evaluated according to certain scenarios, taking into 
consideration the worst case possible scenarios.
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Second: Quantitative Disclosures 

41.a. Credit Risks 

Credit risk exposures (after the impairment provision and interest in suspense, but before collaterals and other 
risks mitigating factors).

December 31,

2007 2006

On-Balance Sheet Items JD JD

Cash and balances at Central Bank 72,380,312 58,096,290

Balances at banks and financial institutions 70,221,888 87,122,300

Direct credit facilities:

Individuals 45,706,040 37,529,672

Real estate loans 19,529,604 17,752,433

Companies:

Large companies 195,790,736 162,725,386

SMEs 31,417,457 52,444,170

Public sector 2,500,000 2,083,333

Held-to-maturity investments 57,785,356 42,532,937

Off-Balance Sheet Items

Guarantees 73,332,262 55,919,542

Letters of credit 95,631,991 59,048,979

Acceptances 13,145,403 14,005,316

Utilized credit facilities ceilings 19,150,984 19,761,562

Total 696,592,033 609,021,920
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Credit exposures according to the degree of risk are categorized in the following table:

December 31, 2007 Individuals

Companies

TotalProperty
Loans

Large
Companies

SMEs
Public
Sector

Banks and
Other 

Financial
Institutions

JD JD JD JD JD JD JD

  Low risk    -             -          21,660,343  -           -         -          21,660,343 

  Acceptable risk 41,609,378 18,284,168 163,990,311 29,179,703 2,500,000 142,602,200 398,165,760 

Of which is due: *

Within 30 days 519,765 89,145 25,979,828 6,601,968  -         -          33,190,706 

From 31 to 60 days 283,902 34,700 4,094,522 1,126,090  -         -          5,539,214 

Under watch 389,552    -          10,769,416 2,662,887  -         -          13,821,855 

Non-performing:

Below level 2,465,423 107,698  -         697,614  -         -          3,270,735 

Allowance provided 375,720 1,028,069  -         326,021  -         -          1,729,810 

Bad debts 20,772,055 392,472 8,175,446 2,563,468 56,202  -          31,959,643 

Total 65,612,128 19,812,407 204,595,516 35,429,693 2,556,202 142,602,200 470,608,146 

Less: Interest in suspense (11,007,693) (    103,781) (  4,139,023) ( 1,541,255) (     23,352)  -          ( 16,815,104)

Less: Impairment provision (  8,898,395) (    179,022) (  4,665,757) ( 2,470,981) (     32,850)  -          ( 16,247,005)

Net 45,706,040 19,529,604 195,790,736 31,417,457 2,500,000 142,602,200 437,546,037 

December 31, 2006
 

Individuals

Companies

TotalProperty
Loans

Large
Companies

SMEs
Public
Sector

Banks and
Other 

Financial
Institutions

JD JD JD JD JD JD JD

Low risk    -             -          2,911,833  -           -         -          2,911,833 

Acceptable risk 33,589,324 17,470,667 125,995,650 50,286,922 2,083,333 145,218,590 374,644,486 

Of which is due: *

Within 30 days 441,539 58,701 13,426,587 4,349,042  -         -          18,275,869 

From 31 to 60 days 124,191 11,772 1,842,505 1,075,703  -         -          3,054,171 

Under watch 208,714 15,675 30,503,000 3,679,402  -         -          34,406,791 

Non-performing:

Below level 278,903 138,256 250,604 56,950  -         -          724,713 

Allowance provided 786,479 46,831 3,268,255 188,721  -         -          4,290,286 

Bad debts 27,773,033 345,509 16,224,451 4,252,655 51,319  -          48,646,967 

Total 62,636,453 18,016,938 179,153,793 58,464,650 2,134,652 145,218,590 465,625,076 

Less: Interest in suspense (13,906,376) (      68,100) (  8,736,213) ( 2,540,748) (     18,468)  -          ( 25,269,905)

Less: Impairment provision (11,200,405) (    196,405) (  7,692,195) ( 3,479,732) (     32,850)  -          ( 22,601,587)

Net 37,529,672 17,752,433 162,925,385 52,444,170 2,083,333 145,218,590 417,753,584 
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Credit exposures according to the degree of risk are categorized according to the following table:

December 31, 2007

Companies

Individuals
Property
Loans

Large
Companies

Small and 
Medium

Companies

Public
Sector

Total

JD JD JD JD JD JD

Low risk    -             -          21,660,343  -           -        21,660,343 

Acceptable risks 39,217,058 18,545,763 150,577,157 29,727,239  -        238,067,217 

Under watch 389,552    -          10,769,416 2,662,887  -        13,821,855 

Non-performing:

Below level 531,110 78,031  -          404,800  -        1,013,941 

Allowance provided 455,698 1,002,012  -          245,736  -        1,703,446 

Bad debts 5,095,275 448,177 7,009,935 2,093,137  -        14,646,524 

Total 45,688,693 20,073,983 190,016,851 35,133,799  -        290,913,326 

Of it:

Cash margins 60,214    -          26,867,313 750,390  -        27,677,917 

Accepted letters of guarantee  -           -          1,324,366  -           -        1,324,366 

Real estate  38,784,278 20,073,983 123,043,838 33,932,589  -        215,834,688 

Trading stocks 147,797    -          33,073,884  -           -        33,221,681 

Vehicles and equipment 6,696,404    -          744,450 450,820  -        7,891,674 

Other  -           -          4,963,000  -           -        4,963,000 

December 31, 2006
 

Companies

Individuals
Property
Loans

Large
Companies

Small and 
Medium

Companies

Public
Sector

Total

JD JD JD JD JD JD

Low risk    -             -          2,911,833  -           -        2,911,833 

Acceptable risks 35,534,432 14,350,207 72,746,512 50,875,254  -        173,506,405 

Under watch 210,518    -          30,503,000 3,903,791  -        34,617,309 

Non-performing:

Below level 818 37,584 250,604 158,351  -        447,357 

Allowance provided 87,611 30,594 453,750 885,361  -        1,457,316 

Bad debts 8,733,382 374,949 6,031,995 2,818,484  -        17,958,810 

Total 44,566,761 14,793,334 112,897,694 58,641,241  -        230,899,030 

Of it:

Cash margins 150,112    -          9,972,828 294,645  -        10,417,585 

Accepted letters of guarantee    -             -          819,098  -           -        819,098 

Real estate  36,814,301 14,793,334 64,036,888 58,033,297  -        173,677,820 

Trading stocks 147,792    -          32,365,755  -           -        32,513,547 

Vehicles and equipment 7,454,556    -          740,118 313,299  -        8,507,973 

Other    -             -          4,963,007  -           -        4,963,007 
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4. Exposure to Credit Risk According to Geographical Distribution:

         Geographic Area

Item

Inside

Kingdom

Middle East

Countries
Europe Asia * Africa America Total

JD JD JD JD JD JD JD

Cash and balances at 
central banks

 64,634,239  7,746,073    -           -          -        -           72,380,312 

Balances at banks and 
financial institutions

 44,862  10,334,188  41,047,130  6,407,471  10,840  12,377,397  70,221,888 

Credit facilities:

Individuals  56,638,425  8,973,703    -           -          -        -           65,612,128 

Property loans  16,427,398  3,385,009    -           -          -        -           19,812,407 

For companies:

Large companies  198,699,713  5,895,803    -           -          -        -           204,595,516 

Small and medium 
companies

 32,398,269  3,031,424    -           -          -        -           35,429,693 

Public sector  2,500,000  56,202    -           -          -        -           2,556,202 

Held-to-maturity invest-
ments

 57,785,356   -            -           -          -        -           57,785,356 

 Mortgaged financial 
assets

 15,000   -            -           -          -        -           15,000 

Total / Year 2007  429,143,262  39,422,402  41,047,130  6,407,471  10,840  12,377,397  528,408,502 

Total / Year 2006  393,964,528  27,150,323  44,736,785  10,772,923  13,629  7,141,225  483,779,813 

* Excluding Middle Eastern countries. 
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5. The tab
le b

elow
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it risks accord
ing to econom

ic sectors:

 
Financial

Industrial
Trade

R
eal Estate

A
gricultural

Shares
Transporta-

tion

Tourism
,

H
otels and
R

estau-
rants

Services
and P

ublic
U

tilities
Individuals

G
overn-
m

ent
and P

ublic
Sector

O
ther

Total

JD
JD

JD
JD

JD
JD

JD
JD

JD
JD

JD
JD

JD

C
ash and balances at 

central banks
72,380,312

 -
 -

 -
 -

 -
 -

 -
 -

 -
 -

 -
72,380,312

B
alances at banks and 

financial institutions
70,221,888

 -
 -

 -
 -

 -
 -

 -
 -

 -
 -

 -
70,221,888

C
redit facilities

30,980,921
48,064,580

83,159,847
43,392,380

11,098,278
7,431,521

2,795,493
4,474,878

12,522,319
57,245,883

2,556,202
24,283,644

328,005,946

H
eld-to-m

aturity 
investm

ents
11,000,000

1,496,300
500,000

 -
 -

 -
 -

1,400,000
 -

 -
42,346,246

1,042,810
57,785,356

M
ortgaged financial 

assets
 -

 -
 -

 -
 -

 -
 -

 -
 -

 -
15,000

 -
15,000

Total D
ecem

ber 31, 
2007

184,583,121
49,560,880

83,659,847
43,392,380

11,098,278
7,431,521

2,795,493
5,874,878

12,522,319
57,245,883

44,917,448
25,326,454

528,408,502

Total D
ecem

ber 31, 
2006

146,648,015
48,060,102

84,246,841
35,122,184

9,490,369
40,697,996

3,404,267
5,694,314

14,496,445
47,858,343

39,553,589
20,927,401

496,199,766
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- Scheduled Debts

Scheduled debts are debts previously classified as non-performing credit facilities removed from the frame-
work of non-performing credit facilities according to proper scheduling. They have been classified as debts 
under control (watch listed), and amounted to JD 7,497,294 as of December 31, 2007 (against JD 13,293,000 
as of December 31, 2006).

- Restructured Debts

Restructuring means rearranging credit facilities as to installment adjustments, prolongation of credit facili-
ties, postponement of some installments, extension of the grace period, etc...  These debts have been clas-
sified as under control (watch listed). Moreover, there are no restructured debts as of December 31, 2007 

(against JD 4,220,000 as of December 31, 2006).

3. Bonds, Bills, and Debentures 

The following table shows the classification of bonds, bills, and debentures according to external rating or-
ganizations:

December 31, 2007

Within Mortgaged Financial Assets Within Held-to-Maturity Investments Total

JD JD JD

Un-classified   -     15,396,744 15,396,744

Governmental 15,000 42,388,612 42,403,612

Total 15,000 57,785,356 57,800,356

38.b.  Market Risk

Market risk is the risk that movement in market rates (including changes in interest rates, exchange rates, 
bonds prices, and commodity prices) will reduce the bank’s income or the value of its portfolios.

Market risk is controlled according to the instructions of executive management and the decisions issued by 
the Assets and Liabilities Committee (ALCO).

Interest rate risk is managed by the Assets and Liabilities Committee (ALCO) with the participation of the 
Treasury Department. As such, the impact of the interest rate overall changes on the bank’s financial position.  
To manage this type of risk and limit its effects, the bank matches the maturities of assets with the maturities 
of liabilities. Moreover, the bank endeavors to transact through hedging in order to cover counter financial 
positions so that the end result of the deals and related risks are acceptable to the bank. Exchange rates are 
controlled through setting up limits for the daily deals, and for one night.  

Daily positions are closed daily, and limits to stop dealers’ losses are effected by the Treasury Department. 
The daily transactions of the Treasury Department are monitored through daily work reports. Besides, adher-
ence to the bank’s investment policy is verified to ensure that the pertinent instructions of the Central Bank 
of Jordan are not violated. 

The Bank adopts financial policies to manage the various risks within a specified strategy. Moreover, the bank 
has an Assets and Liabilities Committee (ALCO) that monitors and controls risks and optimally allocates the 
assets and liabilities on and off balance sheet.
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These risks include the following:

1. Interest rate risk that may arise due to the probable fluctuations in the value of financial instruments due to 
changes in market interest rates

2. Exchange rate risk that may arise from changes in the prices of foreign currencies

3. Market risk that may arise from changes in the prices of shares and bonds 

1.  Currency Risks:

                2007 JD

Currency Change in Exchange Rate% Impact on Profit and Loss Impact on Equity

US Dollar  -  - -

Euro 11.9 18,333 -

Pound Sterling 1.9 (     517) -

Japanese Yen  -  -    -

Other Currencies 12.8 62,907 -

2006 JD

Currency Change in Exchange Rate% Impact on Profit and Loss Impact on Equity

US Dollar  -  -    -

Euro 10.9 (     185) -

Australian Dollar 13.5 (  4,996) -

Japanese Yen  -  -    -

Other Currencies 5.5 6,759 -

2. Risks of Changes in the Prices of Shares:

2007 JD

Indicator Change in Indicator% Impact on Profit and Loss Impact on Equity

Amman Stock 
Exchange and Palestine 
Stock Exchange

19.84 692,000 1,332,000

2006 JD

Indicator Change in Indicator% Impact on Profit and Loss Impact on Equity

Amman Stock 
Exchange and Palestine 
Stock Exchange

(31.38) (887,000) (1,479,000)
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2007
Less than

One 
Month

More 
than

1 Month 
Up 
to 3 

Months

More 
than

3 months 
up

to 6 
months

More 
than 

6 months 
up

to 1 year

More 
than 

1 year up 
to

3 years

More 
than 

3 years

Non-in-
terest

bearing
Total

Assets: JD JD JD JD JD JD JD JD

Cash and balances at central bank 14,395,000 25,000,000 8,000,000  -          -          -         34,712,330 82,107,330

Balances at banks and financial 
institutions

69,796,431  -          -          -          -          -         425,457 70,221,888

Deposits at banks and financial 
institutions

 -          -          -          -          -          -          -          -         

Trading financial assets  -          -          -          -          -          -         3,423,135 3,423,135

Direct credit facilities 25,949,576 39,470,030 38,049,357 53,883,028 132,079,510 1,614,257 3,898,079 294,943,837

Available-for-sale financial assets  -          -          -          -          -          -         10,744,115 10,744,115

Held-to-maturity financial assets  -          -         56,742,546 1,042,810  -          -          -         57,785,356

Mortgaged assets  -          -         15,000  -          -          -          -         15,000

Fixed assets  -          -          -          -          -          -         7,293,756 7,293,756

Intangible assets  -          -          -          -          -          -         491,726 491,726

Other assets      -              -              -              -              -              -         22,234,507 22,234,507

Total Assets 110,141,007 64,470,030 102,806,903 54,925,838 132,079,510 1,614,257 83,223,105 549,260,650

Liabilities

Deposits at banks and financial 
institutions

30,220,582  -          -          -          -          -          -         30,220,582

Deposits at Central Bank  -          -          -          -          -          -         21,000,000 21,000,000

Customer deposits 183,332,694 45,957,768 18,792,363 11,417,404  -          -         82,452,493 341,952,722

Cash margins 1,846,754 3,693,507 5,540,261 7,387,014 18,467,535  -         17,345,841 54,280,912

Borrowed funds  -          -          -         10,000,000  -          -          -         10,000,000

Other provisions  -          -          -          -          -          -         1,403,267 1,403,267

Provision for income tax  -          -          -          -          -          -         1,499,649 1,499,649

Other liabilities      -              -              -              -              -              -         7,675,536 7,675,536

Total liabilities 215,400,030 49,651,275 24,332,624 28,804,418 18,467,535        -         131,376,786 468,032,668

Interest repricing gap (105,259,023) 14,818,755 78,474,279 26,121,420 113,611,975 1,614,257 (48,153,681) 81,227,982

Interest Repricing Gap

Classification is based on interest repricing periods or maturities, whichever are nearer.

The sensitivity of interest rates as of December 31, 2007 is as follows:
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2006

Interest Rate Sensitivity

TotalLess than
one 

month

More than
1 month 

up 
to 3 

months

More than
3 months 

up
to 6 

months

More than 
6 months 

up
to 1 year

More than 
1 year up 

to
3 years

More than 
3 years

Non-inter-
est

bearing

Assets:

Cash and balances at central 
banks

12,000,000 23,750,000 6,000,000  -          -          -         25,080,352 66,830,352

Balances at banks and financial 
institutions

86,840,555  -          -          -          -          -         281,745 87,122,300

Trading financial assets  -          -          -          -          -          -         2,819,881 2,819,881

Direct credit facilities 17,681,851 33,476,742 38,413,961 51,178,641 121,674,907 4,318,418 5,790,474 272,534,994

Available-for-sale financial assets  -          -          -          -          -          -         7,072,900 7,072,900

Held-to-maturity financial assets  -          -         42,627,937  -          -          -          -         42,532,937

Mortgaged financial assets  -          -         80,000  -         15,000  -          -         95,000

Fixed assets  -          -          -          -          -          -         6,369,942 6,369,942

Intangible assets  -          -          -          -          -          -         401,224 401,224

Other assets      -              -              -              -              -              -         27,404,922 27,404,922

Total assets 116,522,406 57,226,742 87,026,898 51,178,641 121,689,907 4,318,418 75,221,440 513,184,452

Liabilities:

Deposits at banks and financial 
institutions

30,391,624  -          -          -          -          -          -         30,391,624

Deposits at Central Bank  -          -          -          -          -          -         21,000,000 21,000,000

Customer deposits 162,431,224 44,478,974 28,154,296 15,946,659 1,964,491 1,309,661 87,295,806 341,581,111

Cash margins 1,822,479 3,644,958 5,467,436 7,289,915 3,822,284  -         15,449,045 37,496,117

Other provisions  -          -          -          -          -          -         1,190,398 1,190,398

Provision for income tax  -          -          -          -          -          -         758,467 758,467

Deferred tax liabilities  -          -          -          -          -          -         87,400 87,400

Other liabilities      -              -              -              -              -              -         5,170,867 5,170,867

Total liabilities 194,645,327 48,123,932 33,621,732 23,236,574 5,786,775 1,309,661 130,951,983 437,675,984

Interest repricing gap (78,122,921) 9,102,810 53,405,166 27,942,067 115,903,132 3,008,757 (55,730,543) 75,508,468

The sensitivity of repricing interest as of December 31, 2006 is as follows:



62 63

For the Year 2007 US Dollar Euro
Sterling
Pound

Shiekel Other
JD

Total

Assets:

Cash and balances at central banks 8,508,888 64,909  - 1,526,691 38,116 10,138,604

Balances at banks and financial institutions 55,965,928 5,075,769 302,366 8,934,996 284,570 70,563,629

Direct credit facilities 15,678,308  -  - 1,296,016  - 16,974,324

Available-for-sale financial assets 1,545,594  - 1,169,810  -  - 2,715,404

Held-to-maturity financial assets 496,300 1,042,810  -  -  - 1,539,110

Other assets 1,230,687  -   -  347,751  -  1,578,438

Total Assets 83,425,705 6,183,488 1,472,176 12,105,454 322,686 103,509,509

Liabilities:

Deposits at banks and financial institutions 15,402,150  -  - 3,758,403  - 19,160,553

Customers’ deposits 58,515,937 4,062,648 366,916 7,990,115 15,139 70,950,755

Cash margins 11,445,273 1,022,071 5,126 464,620  - 12,937,090

Other assets 1,800,305  -  - (  401,270)  - 1,399,035

Stockholders’ equity 2,287,284    -       -   158,705    -   2,445,989

Total Liabilities 89,450,949 5,084,719 372,042 11,970,573 15,139 106,893,422

Net Concentration on-Balance Sheet (  6,025,244) 1,098,769 1,100,134 134,881 307,547 (   3,383,913)

Accrued Liabilities off-Balance Sheet 59,605,368 21,344,859 34,899 86,716    -   81,071,842

For the Year 2006 US Dollar Euro
Sterling
Pound

Shiekel Other
JD

Total

Total Assets 81,031,557 6,200,261 1,538,078 7,269,039 320,197 96,359,132

Total Liabilities 85,500,694 4,773,073 361,072 7,197,361 9,102 97,841,302

Net Concentration on-Balance Sheet (4,469,137) 1,427,188 1,177,006 71,678 311,095 (   1,482,170)

Accrued Liabilities off-Balance Sheet 24,357,711 14,539,376 23,797 143,836    -   39,064,720

Concentration in Foreign Currencies Risk



64 65

Liquidity Risk

Liquidity risk is the bank’s inability to make available the necessary funds to meet obligations on their ma-
turity dates. In order to protect the bank against this risk, the bank’s management diversifies its funding re-
sources and manages the assets and liabilities and matches their maturities according to the maturities scale. 
Moreover, the Assets and Liabilities Committee analyzes and controls the maturities of assets and liabilities 
monthly, in addition to monitoring the daily and weekly liquidity and maintaining an adequate balance of cash 
and cash equivalents and marketable securities.

Liquidity risk represents the bank’s failure to fulfill its obligations on their maturity dates due to its inability to 
obtain the necessary funding or due to its inability to liquidate its assets at the proper time and price.

The Treasury Department manages the bank’s liquidity and funding to ensure the availability of adequate 
funds to meet the bank’s cash funding requirements and any other unexpected need. Moreover, the bank 
always keeps liquidity levels, as it deems appropriate, to meet any deposits, withdrawals, loan repayments, 
and financing, as well as encounter any possible difficulties that may arise from the local or regional markets 
or geographical events.

The liquidity risk control process includes financial analysis of the bank’s balance sheet items, measurement 
of the present and expected cash flow gap, making available cash resources, controlling the concentration 
of individual depositors, and maintaining a diversified funding base for deposits. Moreover, liquidity risk is 
mitigated through ensuring adherence to the pertinent instructions of the Central Bank of Jordan, particularly 
the maturities scale difference limit for time periods and compliance with the instructions on keeping the 
minimum of liquid assets 100% of total weighted assets.

The following are the bank’s policies on managing these risks:

Liquidity risk is managed by the bank through controlling the following ratios stated within the assets and li-
abilities management policy approved by the Board of Directors:

- Legal liquidity ratio

- Ratio of liquid assets to assets liquid investments

- Ratio of investments to liquid investments to customer deposits

- Ratio of net credit to customer deposits

- Ratio of net credit to equity

The gap between the maturities of assets and liabilities is monitored through the following indicators that 
state maximums and minimums thereon:

- During 90 days

- During a period from 91 days to 365 days

- Cumulative gap to equity

- Cumulative gap to assets 
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41. c. Liquidity Risk

First:
The following table summarizes the distribution of (undiscounted) liabilities based on the remaining period of 
the contractual maturity as of December 31, 2007:

Less than
One Month

More than
1 month up
to 3 Months

More than
3 months up
to 6 Months

More than
6 months 

up
to 1 Year

More than
1 year up
to 3 Years

More than
3 Years

Without
maturity

Date
Total

Liabilities: JD JD JD JD JD JD JD JD

Deposits at 
banks and 
financial insti-
tutions

29,220,582 1,000,000 - - - - - 30,220,582

Deposit at 
Central Bank

- - - 21,000,000 - - - 21,000,000

Customer 
deposits

258,421,498 45,957,768 18,792,363 11,417,404 - - 7,363,689 341,952,722

Cash margins 2,714,045 5,428,091 8,142,138 10,856,182 27,140,456 - - 54,280,912

Borrowed 
funds

- - - - 10,000,000 - - 10,000,000

Other provi-
sions

- - - - 131,239 1,272,028 - 1,403,267

Provision for 
income tax

- 741,182 - 758,467 - - - 1,499,649

Other liabilities 5,311,888 446,380 - 110,648 - - 1,806,620 7,675,536

Total liabilities 295,668,013 53,573,421 26,934,501 44,142,701 37,271,695 1,272,028 9,170,309 468,032,668

Total Assets 
(According 
to Expected 
Maturity)

129,400,362 81,785,113 46,241,420 54,733,998 167,599,826 10,509,251 58,990,680 549,260,650
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The following table summarizes the distribution of (undiscounted) liabilities based on the remaining period of 
the contractual maturity as of December 31, 2006:

Less than
one month

More than
1 month 
up to 3 
months

More than
3 months 

up to 6 
months

More than
6 months 

up
to 1 year

More than
1 year up
to 3 years

More than
3 years

Without
maturity

date
Total

Liabilities: JD JD JD JD JD JD JD JD

Deposits at banks 
and financial institu-
tions

30,391,624 - - - - - - 30,391,624

Deposit at Central 
Bank

- - - - 21,000,000 - - 21,000,000

Customer deposits 260,323,275 47,871,208 16,940,005 11,581,034 - - 4,865,589 341,581,111

Cash margins 1,822,479 3,644,958 5,467,436 8,336,457 18,224,787 - - 37,496,117

Other provisions - - - - 208,364 982,034 - 1,190,398

Provision for income 
tax

758,467 - - - - - - 758,467

Deferred tax liabili-
ties

- - - - - - 87,400 87,400

Other liabilities 2,766,828 417,908 - - - - 1,986,131 5,170,867

Total liabilities 296,062,673 51,934,074 22,407,441 19,917,491 39,433,151 982,034 6,939,120 437,675,984

Total assets (ac-
cording to expected 
maturity)

138,124,729 59,490,035 46,462,193 58,664,469 142,159,303 15,957,723 49,326,000 513,184,452

Operational risk

Operational risk is the risk of loss arising through fraud, unauthorized activities, error, omission, inefficiency, sys-
tem failure and external events.  The bank manages operational risk through a control environment integrated with 
detailed control tools and a set of procedures, policies, authorities, delegation processes, and segregation of du-
ties. This is in addition to the availability of an operational risk policy that sets the general framework of risks and 
the pertinent mitigation and control methods plus acceptable risks and roles assigned to the bank’s units. Opera-
tional risk facing the bank’s units and relating to their daily operations are assessed and determined by the person-
nel in charge of these units in coordination with the Risk Department, and controls thereon are established.

The bank’s operational risk are controlled and mitigated through several control tools such as:

- Control risk self-assessment

- Risk-based audit

- Loss data registration

- Risk transfer

- Business continuity plan

According to Basel (2) relating to the measurement of risk, the basic indicator approach is used to calculate 
the capital adequacy ratio according to the instructions of the Central Bank of Jordan. Moreover, the capital 
required to meet operational risk is calculated based on summing up the average total gross income for the 
last three years multiplied by a fixed percentage (alpha) set by the Central Bank of Jordan at 15%.
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- Reputational Risk

This risk results from failure to properly operate the bank according to the pertinent laws and regulations. 
Moreover, the activities performed by the bank depend on its good reputation in front of depositors and 
customers. The bank studies matters that detract from its reputation, and all instructions, regulations, poli-
cies, and procedures that limit its exposure to reputation risk. It is the responsibility of all of its employees to 
safeguard its reputation. They should adhere to the code of professional ethics.

- Legal Risk

Legal risk relates to contractual, legislative, and litigation risks encountered by the bank. The responsibility for 
legal risk falls squarely on the shoulders of the bank’s Legal Department which defines, determines, assesses 
and evaluates the legal risks to which it is exposed. It prepares the related necessary reports and submits 
them to the Chief Executive Officer and/or General Manager. Moreover, the Legal Department constantly and 
effectively consults the bank’s legal adviser concerning all lawsuits and claims to which the Bank is a party.

Second: Off-Balance Sheet Items 

December 31, 2007
Up to One Year From One Year up to 5 Years More than 5 Years Total

JD JD JD JD

Letters of credit and
Acceptances

104,898,379 3,879,015  - 108,777,394

Unutilized credits 19,150,984 - - 19,150,984

Guarantees 73,093,583 133,878 104,801 73,332,262

Operating lease con-
tract liabilities

521,369 - - 521,369

Total 197,664,315 4,012,893 104,801 201,782,009

December 31, 2006
Up to One Year From One Year up to 5 Years More than 5 Years Total

JD JD JD JD

Letters of credit and
acceptances

73,054,295 -  - 73,054,295

Unutilized credits 19,761,562 - - 19,761,562

Guarantees 55,776,200 54,941 88,401 55,919,542

Operating lease con-
tract liabilities

463,574 - - 463,574

Total 149,055,631 54,941 88,401 149,198,973
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42. Sector Analysis

a. Information on the bank’s business sectors:

 For management purposes, the bank is organized into the following major business sectors:

- Individual accounts

- Corporation accounts

- Treasury accounts

The following is information on the bank’s business sectors distributed according to activity:

Individuals Corporations Treasury Other
Total

2007 2006

JD JD JD JD JD JD

Total revenues 5,982,531 26,669,500 10,823,388 2,981,348 46,456,767 35,388,635

Provision for impairment in 
credit facilities

   -            -            -            -            -         (    321,073)

Sector’s results of operations 5,982,531 26,669,500 10,823,388 2,981,348 46,456,767 35,067,562

Undistributed expenses (4,289,475) (19,122,032) (7,760,369) (2,123,555) (33,295,431) (25,804,866)

Income before tax 1,693,056 7,547,468 3,063,019 857,793 13,161,336 9,264,696

Income tax    -            -            -         (741,182) (741,182) 1,418,004

Profit for the year 1,693,056 7,547,468 3,063,019 116,611 12,420,154 10,682,700

Other liabilities:

Sector assets 45,706,040 249,237,797 223,609,586 30,707,227 549,260,650 513,184,452

Sector liabilities 200,106,941 163,925,176 92,734,861 11,265,690 468,032,668 437,675,984

Capital expenditures    -            -            -         2,314,512 2,314,512 3,214,294

Depreciation and amortization    -            -            -         2,966,524 2,966,524 2,658,069

b. In managing capital, the bank aims at developing its various business activities to achieve the maximum 
return possible for its shareholders.

c. The Bank’s management reviews the periodic financial analysis studies and takes the appropriate deci-
sions, such as:

   1. Comparing the bank’s actual results with budget figures

   2. Comparing the present year’s financial ratios with those of prior years and explaining variances

   3. Comparing the bank’s performance with the performance of other similar banks

d. Reasons for and sources of the changes in the bank’s regulatory capital during the year.

The changes in the bank’s regulatory capital during the year represent an increase in capital, statutory re-
serve, general banking risk reserve, and retained earnings. The table below (item e) on capital adequacy 
shows the increase.
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e. The following table shows the amount considered as capital by the bank and the capital adequacy ratio:

December 31

2007 2006

a. Core capital items: JD JD

Subscribed capital (paid) 63,250,000 57,500,000

Statutory reserve 4,797,282 3,441,194

Share premium 56,698 56,698

Retained earnings 6,465,756 5,929,309

Less:

Bank’s restructuring balance (10,355,219) (12,081,107)

Investments in the capitals of other

banks and financial institutions (396,369) (1,472,235)

Total Core Capital (a) 63,818,148 53,373,859

b. Supplementary Capital:

Net of offsetting the effect of applying IAS (39) and the cumulative change 
in the fair

value of available-for-sale assets (705,089) 110,498

General banking risk reserve 3,018,854 2,585,716

Subordinated debts 4,200,000 8,400,000

Total supplementary capital (b) 6,513,765 11,096,214

Total core capital and supplementary

Capital 70,728,282 65,942,308

Less:

Investments in the capitals of banks and

financial institutions (396,369) (1,472,235)

Total risk-weighted assets 70,331,913 64,470,073

388,859,985 370,541,756

Percentage of capital adequacy ratio 18/09% 17/40%

Percentage of core capital ratio 16/41% 14/40%
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44. Analysis of the Assets and Liabilities Maturities

The following table illustrates the analysis of assets and liabilities according to the remaining period of their 
recovery or settlement:

December 31, 2007 Up to One Year More than One Year Total

Assets: JD JD JD

Cash and balances at central banks 73,812,746 8,294,584 82,107,330

Balances at banks and financial institutions 68,228,135 1,993,753 70,221,888

Trading financial assets 3,423,135  -        3,423,135

Direct credit facilities 158,227,903 136,715,934 294,943,837

Available-for-sale financial assets  -         10,744,115 10,744,115

Held-to-maturity financial assets 16,392,212 41,393,144 57,785,356

Mortgaged financial assets 15,000  -        15,000

Fixed assets  -         7,293,756 7,293,756

Intangible assets  -         491,726 491,726

Other assets 9,957,541 12,276,966 22,234,507

Total assets 330,056,672 219,203,978 549,260,650

Deposits at banks and financial institutions 30,220,582  -        30,220,582

Deposit at central bank 21,000,000  -        21,000,000

Customer deposits 335,232,860 6,719,862 341,952,722

Cash margins 27,140,456 27,140,456 54,280,912

Borrowed funds  -         10,000,000 10,000,000

Other provisions  -         1,403,267 1,403,267

Provision for income tax 1,499,649  -        1,499,649

Other liabilities 5,868,916 1,806,620 7,675,536

Total liabilities 420,962,463 47,070,205 468,032,668

Net (90,905,791) 172,133,773 81,227,982



70 71

December 31, 2006 Up to One Year More than One Year Total

Assets: JD JD JD

Cash and balances at Central Bank 65,206,659 1,623,693 66,830,352

Balances at banks and financial institutions 83,581,839 3,540,461 87,122,300

Trading financial assets  -         2,819,881 2,819,881

Direct credit facilities 142,567,267 129,967,727 272,534,994

Available-for-sale financial assets  -         7,072,900 7,072,900

Held-to-maturity financial assets 14,418,638 28,114,299 42,532,937

Mortgaged financial assets 80,000 15,000 95,000

Fixed assets  -         6,369,942 6,369,942

Intangible assets  -         401,224 401,224

Other assets 12,691,469 14,713,453 27,404,922

Total assets 318,545,872 194,638,580 513,184,452

Deposits at banks and financial institutions 30,391,624  -         30,391,624

Deposit at Central Bank  -         21,000,000 21,000,000

Customer deposits 336,937,134 4,643,977 341,581,111

Cash margins 18,748,058 18,748,059 37,496,117

Provision for income tax 758,467  -         758,467

Other provisions  -         1,190,398 1,190,398

Deferred tax liabilities 87,400  -         87,400

Other liabilities 3,243,158 1,927,709 5,170,867

Total liabilities 390,165,841 47,510,143 437,675,984

Net (71,619,969) 147,128,437 75,508,468
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45. Commitments and Contingent Liabilities

a. Commitments and contingent liabilities: 

2007 2006

JD JD

Letters of credit 95,631,991 59,048,979

Acceptances 13,145,403 14,005,316

Letters of guarantees:

Payments 21,997,027 14,449,620

Performance bonds 13,759,109 12,188,934

Other 37,576,126 29,280,988

Unutilized credit facilities 19,150,984 19,761,562

Total 201,260,640 148,735,399

b. Operating lease contracts of JD 521,369 represent the annual contracts of leasing the bank’s branches as 
of December 31, 2007 (JD 463,574 as of December 31, 2006).

c. There are no unsettled amounts relating to the bank’s participation in the capitals of companies as of De-
cember 31, 2007 and 2006.  

46. Lawsuits against the Bank

The bank is a defendant in lawsuits demanding cancellation of its claims against others, lifting of real estate 
mortgages, compensation for damages, and non-cashing of checks. These lawsuits amounted to JD 842,366 
as of December 31, 2007 (JD 693,535 as of December 31, 2006). According to the bank’s management and 
the legal counsel, no liabilities shall arise against the Bank exceeding the existing provision.  

47.  New and Revised International Financial Reporting Standards

 a. The International Accounting Standards Board issued amendments to International Accounting Standards 
and new International Financial Reporting Standards which have become effective starting from January 1, 
2007. The details are as follows: 

1.  International Financial Reporting Standard No. 7 - Financial Instruments (Disclosure). This standard re-
quires additional disclosures about financial instruments and their impact on the financial position and per-
formance as well as information on the extent of exposure to risks arising from financial instruments. 

2.  Amendments to the International Accounting Standard No. 1 – Presentation of Financial Statements. The 
application of International Financial Reporting Standard No. 7 and the amendments to International Ac-
counting Standard No. 1 led to the expansion of disclosures and clarifications on the consolidated financial 
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statements and related financial instruments and capital management. Moreover, the International Financial 
Reporting Interpretations Committee issued interpretations, which came into force during the year 2007: 

- Interpretation No. 7: Application of Restatement Approach according to International Accounting Standard 
No. 29 Financial Reporting in Hyperinflationary Economies. 

- Interpretation No. 8: Scope of International Financial Reporting Standard No. 2. 

- Interpretation No. 9: Reassessment of Embedded Derivatives. 

Interpretation No. 10: Interim Financial Reports and Consolidated Financial Reports of the Bank. 

The application of these interpretations has not resulted in any material changes to the accounting policies 
used by the bank. 

The following International Financial Reporting Standards and interpretations were still not in effect at the time 
of preparation of the financial statements of the bank. The details are as follows: 

- International Financial Reporting Standard No. 8 - Operating Segments * 

-  International Financial Reporting Standard No. 3 – Business Combinations * 

- International Accounting Standard No. 1: Amendments to the Presentation of Financial Statements * 

- International Accounting Standard No. 23: Amendments to the Accounting Treatment of Borrowing Costs * 

- International Accounting Standard No. 27: Consolidated and Separate Financial Statements * 

- Interpretation No. 12: Service Concession Arrangements ** 

- Interpretation No. 13: Non-cash Contributions of Joint Venturers ***

- Interpretation No. 14: International Accounting Standard No. 19: Staff Benefits

*    Effective as of January 1, 2009 

**   Effective as of January 1, 2008 

***  Effective as of July 1, 2008 

The bank’s management expects to apply the above International Financial Reporting Standards and inter-
pretations to its financial statements on the effective date of each.

48. Comparative Figures

Some of the comparative figures for the year 2006 have been reclassified to correspond with those of the 
year 2007. 
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  Branch   Telephone Number

  Head office   06-5203000

  Main branch   06-5203141

  Commercial complex   06-5683637

  Jabal Amman   06-5203194

  Jabal Hussien   06-5203192

  Abdali   06-5650771

  Mecca Street   06-5866003

  Bayader   06-5857954

  Swefyeh   06-5203190

  Amman   06-5203196

  Wihdat   06-4777953

  Queismeh   06-5203079

  Marka   06-4886234

  Hitteen   05-3610665

  Sweileh   06-5356891

  Fuheis   06-4720969

  Wasfi Tel Street   06-5519716

  Abu Nseir   06-5233338

  Salt   05-3550895

  Ma’adi   05-3539391

  Zarka   05-5203183

  Madaba   05-3246934

  Aqaba   03-2014167

  Aqaba – ASEZA office   03-2019568

  Karak   03-2386963

  Irbid   02-7240052

  Ramtha   02-7380656

  Irbid – Eidoon Street   02-7251783

   Palestine 
 

 Regional Office    +9702/2989231 

  Nablus   +9709/2382191  

  Tool Karim   +9709/2676583 

  Ramallah   +9702/2987680 

Branch Network



Electronic Channels 

Accounts 

Retail Loans 

Cards Services 

Corporate Facilities 

SMS Banking 

Phone Banking 

Treasury and Investment Services 

Insurance Services 

Money Transfer 

E-Statement 

ATM Network 

SMS Banking 

Phone Banking 

E-Statement 

ATM Network 

Savings Accounts  

Golden Deposit Account 

Call Accounts 

Deposits 

Current Accounts 

Salary Advance 

Personal Loan 

Housing Loan 

Car Loan 

Education Loan 

PC Loan 

Vacation Loan 

Diesel Loan 

Medical Loan  

VISA, Master Card  2 in 1   

No-interest VISA Card

2 in 1 Corporate Card

Prepaid Card

American Express Card 


