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Vision...
We aim to become the leader in innovative banking con-
tributing to the success of our client.

Mission...
Is to partner with our clients in their success by pro-
viding innovative products, exceptional service and cus-
tomized advice through our empowered employees, 
guided by our vision and values.
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Between Deficit & Debt

At the start of 2010, Jordan’s economy kicked off with many burdens; rep-
resenting the setback of the economic growth rates and the increase in the 
budget deficit. However, the country managed to reduce that deficit to 5.3% of 
the Gross Domestic Product (GDP) reaching a general growth rate in the GDP 
to around 3%. Although this did not prevent the increase in the National Debt 
which exceeded 11 billion JDs which accounts for more than 55% of the GDP.

Absorbing the Crisis

The year 2010 was tough for Jordan’s economy and managed with positive 
progress in certain aspects, despite the negative impact of the global crisis.  
The directions of His Majesty King Abdullah II to the government to cater for 
the needs of the poor and middle classes and to proceed with major projects, 
such as Aqaba Port development and the nuclear power program and some 
others did ease the situation and gave hope for a better future.

Cash Security Umbrella
 
The year 2010 witnessed the continuous role of the Central Bank in offering 
the cash security umbrella in the Jordanian market through being intensively 
in line with the outcome caused by the unstable regional and international 
markets. This encouraged those dealing with the Jordanian banking system.
without any violations to the accredited criteria or laxity, to apply and imple-
ment the carefully-calculated systems and policies. This facilitated the prac-
tice of its role as a safety measure (valve) for Jordan’s economy. 

Deposits Guarantee

The continuity of the clients’ deposits guarantee in the banking sector which 
reached up to 50 thousand JDs contributed to our comfort zone, which en-
sured protection of approximately 98% of the industry clients and transferred 
Jordan to a whole new level of boosting trust in the sector. The total of the  
banks’ deposits reached to more than 22.5 billion JDs, facilities over 14 billion 
JDs, and reserves of foreign currencies amounted to over 12 billion JDs. This, 
of course, represents an unprecedented success of the Jordanian cash policy. 

The INVESTBANK Journey

In short, the Bank managed the business well, in an uncertain macro-eco-
nomic environment, to deliver to our clients and our shareholders alike; Being 
cautious, committed and by depending on a clear strategic vision that enabled 
the bank to overcome the external and internal crisis. What actually marks 
this journey is the increase in the net profit after tax to reach 10.887 million 
JDs, the increase in the total credit facilities reached 374 million JDs, and the 
increase the balance sheet to reached a total of 677 million JDs. 
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The Financial Strength of the Bank

One indicator of our success is INVESTBANK managed to maintain the Capital 
Intelligence (BB+) rating; as the assessment of this financial power is carried 
out by the well known Capital Intelligence Agency. This was the result of the 
bank’s practical efficiency plan, proven in its developed financial statements 
as well as in surviving the unstable current and upcoming circumstances of 
the region. This also conveys the improvement of our credit control and risk 
management systems over the past few years.

Deep Inside the Banking Event

The Bank’s continus development was highlighted by launching the new sub-
sidiary (Al Imdad), specialized in offering supply chain, finance, logistics, trade, 
and warehousing services. In addition, the opening of our stratigically located 
branch on Mecca Street which reflects the bank’s new image and offers, and 
lastly a new unique service for the region. The Auto Safe Deposit Boxes; Al-
Mawared for Brokerage has been restructured to provide better services to 
meet the needs of its clients.

Board of Directors Policy

Board of Directors of INVESTBANK maintained their policy in increasing the 
bank’s capital to reach 100 million JDs, prior to the central bank announce-
ment in 2010. This policy will result in increasing the Banks capability and 
open more channels towards a more balanced future by capitalizing on the 
Banks continuous successes. The Bank will also emphasize on the quality of 
its credit portfolio in addition to the important role of the risk and compliance 
functions.  Furthermore, we are committed to building special relations with 
our clients and continuing to implement our strategy for year 2011. 
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Challenges and Expectations

Similarly, the year 2011 puts Jordan’s economy banking sector in the face of 
various challenges: The ability to achieve a 4% economic average growth; At-
tracting investments to the country; Maintaining the general expenses; The 
ability to implement the social security programs; higher oil prices. We re-
main confident that INVESTBANK will sustain its balanced performance de-
spite all the upcoming challenges.  

Success for Credit to the INVESTBANK Family

Finally, and on behalf of the Board of Directors, I would like to thank the IN-
VESTBANK family, shareholders, clients and staff for their professional com-
mitment and their great support to our journey.

Chairman
Bisher Mohammed Jardaneh
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Annual Report

Somewhere between the first annual report issued in 1983 and the twenty 
eighth issued in 2010, there has been a dramatic changes and achievements 
that provides a picture of INVESTBANK in terms of its rapid but steady growth.

The first report of 1983 show a balance sheet of 20.5 million JDs, 14.7 million 
JDs in deposits, 8.7 million JDs in facilities, an income of 1.5 million JDs, and 
a net profit of 0.511 million JDs, the shareholders equity of 3.2 million JDs, 
with a  capital of 6 million JDs with 25 employees and only one branch. In com-
parison, the twenty eighth reports for 2010 has a balance sheet of 677 million 
JDs, deposits of 449 million JDs, direct net credit facilities of 350 million JDs, 
total income of 35 million JDs, net profit of 10.887 million JDs, and sharehold-
ers’ equity of 107.421 million JDs. The capital has increased to 77.5 million 
JDs, nine branches, three subsidiaries, and the 338 employees working for the 
bank and its subsidiaries.

The previously-mentioned comparison provides a general idea about the level 
of success the bank achieved over the past years which was documented in 
the bank’s annual reports; the thing which makes those reports a record full 
of documented events and achievements which highlight the right approach 
the INVESTBANK has been following, and a witness on the experiences and 
achievements being accumulated and transferred from a generation to an-
other.

Likewise, the bank’s annual report is an important document as it includes 
data and information of importance and significance to the shareholders, the 
clients, the employees, the analysts, and the observers.  It does not only re-
flect the actual results achieved by the bank and highlights the efforts paid by 
each member of its family to achieve the objectives set for this stage and on 
the long-run, all within strategic thinking based on planning, development, 
and strategic initiatives, but it also keeps a record of each period of its suc-
cessful journey.
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The Twenty-Eighth Annual Report of 2010:

Dear shareholders

The board of directors is delighted to present you the bank’s twenty-eighth 
annual report which includes the most significant achievements and activities 
that highlight the year 2010, in addition to the financial statements and the 
report of auditors for the year ended on 31/12/2010.

The Financial Achievements

Profits

The bank achieved during the year 2010 net profits that reached 10.887 mil-
lion JDs compared to 7.238 million JDs in the year 2009, achieving a growth 
of 50.4% whereas the profits before tax were 15.869 million JDs and the tax 
reached 4.982 million JDs. The profits have been allocated as follows:

Total Income

In 2010, the bank’s total income reached the amount of 34.889 million JDs; 
that is a 62.9% increase compared to 21.423 million JDs in the year 2009, 
whereas the income generated from interests and commissions formed 85% 
of the 2010 total income.

The Balance Sheet

The balance sheet at the end of 2010 reached 677 million JDs compared to 
667 million JDs at the end of 2009, whereas the facilities reached around 374 
million JDs (350 million JDs of net facilities) compared to 315 million JDs (net 
of 300 million) in 2009; that is a 16.7% net growth. Moreover, the deposits in 
the Central Bank and the local as well as outside of Jordan banks faced a 30% 
decrease.
Following are the changes in the balance sheet items: 
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Important Statements

The figures provided here are the consolidated balance sheet of the bank, Al-
Mawared for Brokerage, Tamkeen Leasing Company, and Al Imdad.

- Capital Adequacy

The bank managed to maintain a high percentage of Capital Adequacy, as it 
reached 16.64% in 2010 compared to the percentage mandated by the Central 
Bank of 12% and that by Basel Committee of 8%.

- Facilities Portfolio

The bank’s total credit facilities portfolio has increased to reach 374 million 
(net of 350 million JDs) in 2010 and distributed among various sectors, such 
as the general trade (commerce), constructions, transportation services, and 
real estate in addition to stock funding, personal loans, housing loans, auto 
loans and trade finance.

- Credit Rating

The international assessment institution “Capital Intelligence” has announced 
that the bank has maintained a (B) & (BB) rating on both the short and long 
terms respectively for foreign currencies. Moreover, the strength of the bank’s 
financial status remained as (BB+). The institution has also shed light on the 
strength of the general status of the bank in addition to its ability to execute its 
strategic plans for growth and expansion as well as its high potential to over-
come the repercussions of the financial crisis of international markets with a 
great deal of flexibility and less risks.
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Corporate Governance

The board of directors has already formed the committees required for the 
corporate governance in accordance with the governance guide issued by the 
Central Bank of Jordan. These committees have continued pursuing the tasks 
and duties assigned to them according to the corporate governance policy. 
These committees are:

- Corporate Governance Committee 
- Audit Committee
- Nomination And Remuneration Committee 
- Risk & Compliance Committee

* In addition to the following permanent committees:
High Level Credit Facilities Committee
Investment Committee

- Corporate Governance Policy

The Corporate Governance policy of the bank as well as the (framework) of the 
board of directors and the committee of nomination and remuneration have 
been accredited according to the corporate governance guide. The policy of 
this governance has been adjusted according to the rules of (governing) com-
panies issued by Jordan Securities Commission and we are now working on 
accrediting the other policies. 

- Money Laundry & Terrorism Funding

Policies and procedure for anti money laundry and terrorism funding has been 
finalized. Furthermore, implementing the new core banking system has pro-
vided the f risk management and compliance department with the required 
daily reports in order to control all banking operations taking place at the 
bank. In addition to that, FOFA application has been implemented for the Swift 
System to monitor the names and compare them with to the international 
black lists, such as EU, UN, OFAC, and the Bank of England.

- Increasing the Bank’s Capital

The board of directors seeks to increase the bank’s capital during the coming 
years through the capitalization of profits and retained earnings in a form of 
free stock to the current shareholders.

The Tw
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Shareholders’ Equity
The bank increased its capital in the first half of 2010 to reach 77.5 million JDs 
(Stock) by giving free stock to the shareholders. This had a direct effect on 
increasing the shareholders equity by the end of the year 2010. The board of 
directors also recommends the capitalization of 7.75 Million JDs to increase 
paid capital to become 85.250 million JDs (stock).

The Bank’s Action Plan for the year 2011

INVESTBANK has achieved considerable milestones over the past 2 years in 
its journey towards fulfilling its future vision of being a bank that offers inno-
vative products and distinct services to the various clients segments. 

The bank’s main strategic objectives based on its plan for the years 2009 – 
2011 are as follows:

- Moving towards SME segment (A Mid-Market Focused Strategy) as INVEST-
BANK would like to expand the base of clients belonging to this segment by 
offering the products and services that will meet the needs of those clients.

- Improving the bank’s sales culture (A Sales-Oriented Strategy) and to imple-
ment an effective sales strategy.

- Develop new business lines (New Lines of Business Strategy) as the bank 
seeks to enter new lines of business either through a new subsidiary or as 
part of the bank in order to diversify its income. 

Strategic Plan Structuring

The year 2011 will be the final year of the bank’s first strategic plan, and in 
order to achieve the best possible results by the end of the current year and 
to set the foundations of the next strategic plan of the years 2012 – 2014, the 
bank has restructured the strategic plan by dividing the strategic initiatives 
and objectives into 3 main themes covering the 6 coming years. These three 
themes are:

- Operational Excellence
- Growth through Innovation
- Seeds for the future

It is worth mentioning that implementing the strategic plan is based on a 
number of initiatives that revolves around the following objectives:
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Strategic planning and institutional follow-up
 
This is to be achieved by restructuring the bank and setting the required pol-
icies and procedures to improve the efficiency of the workflow. in addition,  
implement few changes in the organizational chart so it can cope with the 
necessary changes needed to achieve its strategic plan. In addition, to provide 
the needed data and information that enables the top management to make 
decisions with a high level of accuracy.  

Increasing the IT Return on Investment
 
This will be possible by utilization of the full capabilities of the new core bank-
ing system and the other IT systems that were implemented.

Improving Employees Performance
 
This will be achieved by setting specific objectives for each employee in addi-
tion to more comprehensive Key Performance Indicators for each Department 
in line with the strategic objectives of the bank.  This will be followed by em-
ployees’ performance appraisal and evaluation, identifying the training needs, 
and a clear policy for promotions, incentives and rewards. In addition, a job 
development and succession plans will be put in place. 

Improving work environment

The current headquarter of the bank and its various branches have been re-
newed and organized in accordance with the organizational chart. Moreover, 
the computers, systems, and all other equipments have been updated. The 
bank is in the final stages to move to its new state of the art Head Quarters. 
 
Risks Management, Anti Money Laundry and Terrorism Funding
 
This will be achieved by implementing the risk management system, and by 
increasing the efficiency of credit analyses, management, in addition to en-
hancing the role of the internal audit.

Expansion of Investment Services & the development of new products and 
Services

By adding and developing more banking products and services which meet the 
current and emerging needs of the existing  and targeted clients in addition to 
developing the products and services offered by our subsidiaries.
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Improving the Sales Potential of the Bank

 This can be achieved by developing the sales culture at the bank and introduc-
ing the direct sales team, and by investing more time during working hours to 
sell the bank’s products and services.

Developing an effective Marketing, PR Management, and Client Relationship 
Management Mechanism

By implementing an effective marketing strategy and targeting the various 
segments with our marketing campaigns. 

Updating Sales Channels and providing services

That would be through developing and updating the bank branches and ATMs, 
and by deploying the latest technology to provide distinct services for the cli-
ents in addition to upgrading the electronic banking services.

Increasing the Bank Capital and Shareholders equity
 
The board of directors seeks to increase the bank’s capital during the upcom-
ing years through the capitalization of profits and retained earnings in the 
form of free stock on the shareholders. The bank, for example, increased its 
capital during the first half of the year 2010 to become 77.5 million JDs (stock) 
by distributing free stock to the shareholders.Th
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2010 Most Significant Achievements

- Launching the new core banking system which will lead to a quantum leap in 
the level of services provided to clients.

- Introducing the Business Development Group which includes Product Devel-
opment, Marketing, PR, and Client Care.

- Launching the bank’s new corporate identity.

- The Opening of Mecca St. branch.

- Finalizing the preparations to move to the new Head Quarters in the second 
quarter of 2011.

- INVESTBANK foreign currency ranking on the short and long runs was main-
tained as (B) & (BB) rating respectively, whereas the bank’s financial strength 
was maintained at (BB+) rating.

- Achieving net profits of 10.887 million JDs with 50.4% growth for the year 
2009.

- Maintaining a high percentage of capital adequacy at 16.63% by the end of 
the year 2010.

- Achieving positive growth in credit facilities portfolio of approximately 17%.

- Growth of indirect facilities by 30%.

- Increase in shareholders’ equity by 15%.
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1. Ratifying/Approving the bank’s financial statements for the year 2010 and 
to free members of the board of directors of any liabilities as per the effective 
laws.

2. Confirming the appointment of Palestine Bank Company as of 14/9/2010 on 
the board of directors.

3.  Approving the board of directors to distribute 10% of the paid capital through 
the capitalization of profits and retained earnings by 7.750 million JDs and to 
delegate the board of directors to take the necessary actions in order to com-
plete and finalize this recommendation. 

4. Approving the adjustment of article (5) of (Letter of Incorporation) and ar-
ticle (3) of the bank’s mandate.

The board of directors thanks the shareholders and all those dealing with the 
bank for their trust and kind support. They also thank the bank’s employees 
for their loyal efforts which contributed effectively to the bank continuous suc-
cess.
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Bank Activities & Financial Statements

Despite the implications of the financial crises and the slow economy,
INVESTBANK continued its activities armed with the will and determination to 
accomplish the achievements which contributes to the continuity of its journey 
without violations of the observed banking norms or laxity of credit criteria. 
This allowed the bank to overcome the world financial crisis and its local re-
percussions. The bank now is standing on the doors of a whole new era of 
progression, achievements, and success.

First: Cash/ Money Resources

1. Deposits:

The bank’s client deposits by the end of 2010 have decreased by 6% to reach 
449 million JDs, 79 million of which were in foreign currencies, compared to 
478 million JDs, 111 million of which in foreign currencies in 2009. The bank 
focuses on the clients’ deposits as being one of the most important fund re-
sources; especially those of low costs as reflected in table one below:

Table (1) indicates the distribution of money resources
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Table (2) shows client deposits:

2. Increasing Shareholders Equity:

Shareholders’ equity increased in 2010 to reach 107 million versus 93 million 
by the end of 2009 with growth percentage of 15%.

Second: Uses of Funds

Table (3) illustrates the distribution of assets usage on various sectors as well 
as the share of each sector
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Investment in financial paper (instruments) portfolio:

Table (4) illustrates the amount of the bank investments by the end of 2010 
compared to 2009:

Illustrative Chart for the distribution of IB portfolio for the years 2009 – 2010:

Credit Facilities:

The bank made the best efforts to continue and maintain the policy of calcu-
lated granting of facilities depending on scrutinizing client applications and 
subjecting it to the approved credit criteria whether it is direct or indirect fa-
cilities we’re talking about as follows:

A: Direct Facilities:

Despite the bank’s focus in 2010 on personal and housing loans programs in 
addition to the different funding programs available including bonded loans 
and moving towards (small and mid companies) as well as funding outer trade 
sector and projects for most effective sectors, the bank followed a careful 
policy before granting these facilities to avoid credit risks and to maintain the 
interest of clients themselves and shareholders in the first place. In spite of 
all these challenges and restrictions, the bank results of 2010 showed an in-
crease in the amount of credit facilities portfolio to reach a net of 350 million 
JDs (deducting the allocations of debts and pending interests) compared to a 
net of 300 million JDs in 2009 with growth percentage of 16.7%.  
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B: Indirect Facilities:

Bearing in mind the current risks which required studying and reviewing each 
facilities application carefully, we can say that this didn’t stand in the way of 
increasing the bank’s share of the fund total granted to the outer trade opera-
tions sector at the kingdom level. The facilities offered by the bank to this sec-
tor reached in 2010 around 316 million JDs compared to 243 million in 2009 
with growth percentage of 30% as shown in Table (5).

Table (5) illustrates the indirect facilities:

Third: Statement of Income and Changes in Shareholders Rights:

A: Income Statement:

Total income in 2010 reached around 34.889 million JDs and net profits around 
10.887 million JDs after tax deduction. Table (6) shows the most important 
achieved terms of earnings and expenditures for the years 2010 – 2009:

Table (6) illustrates the most important achieved terms of earnings and ex-
penditures for the years 2009 – 2010:
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B: Statement of Changes in Shareholders Rights:

Profits:

Distributable profits reached 10.887 million in 2010. After the addition of 2009 
retained profits which equals 821 thousand, the account becomes 11.708 mil-
lion JDs. Profit distributions as illustrated in Table (7).

Shareholders Rights:

7,750,000 million JDs will be changed into capital at the beginning of 2011 so 
that the capital becomes 85,250,000 million JDs. By this, the total of share-
holders rights becomes 107 million JDs compared to 93 million JDs in 2009 
by 15% increase. Table (8) illustrates the total of shareholders rights for the 
years 2010 – 2009:

Table (8) illustrates the total of shareholders rights for the years 2010 – 2009:

Most Significant Financial Indicators:

The historical financial indicators of the bank over the years from 2006 till 
2010 convey the continuous increase in the shareholders’ rights by around 
45%, paid capital by 76%, total stock by 1%, client deposits by 14%, and the 
granted loans and facilities by 41%. This reflects the bank’s continuous growth 
amount and continuity to follow the same policy aiming at consolidating its 
pillars on solid grounds. This was manifested in the way it dealt with the re-
percussions of the world financial crisis and the following crises during the 
year 2010 as illustrated in table (9).
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Table (9) illustrates the historical financial indicators over the years from 2006 
till 2010:

Distribution of Free Stock:

The bank continued to distribute free stock on the shareholders within its pur-
suit to increase capital to reach average 7.917 million stocks annually over the 
years 2004 -2009 as illustrated in Table (10).

Table (10) illustrates free stock:
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The following Chart indicates the share of each year (2006 - 2010) of the bank’s 
net profits after tax deductions:
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Additional Remarks:

The stock owned by the board of directors, members of the Top Management and rela-
tives, and companies controlled for the years 2009 – 2010:

A: Stock owned by the Board of Directors members:

B: Financial stock owned by the Board of Directors relatives (Wife & Minor Children):
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C: Financial Stock owned by members of the Top Executive Management:

D: The No. of Financial Stock owned by the relatives of the Top Executive Man-
agement members (Wife & Minor Children):

There is no stock owned by the relatives of the Top Executive Management 
members.

E: The No. of stock owned by the companies controlled by members of the Top 
Management & their relatives:

F: Names of (major) stock holders and the No. of stock owned by each one 
compared to last year:
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Rewards and benefits granted to the Board of Directors in 2010:

3: Salaries and rewards granted to the members of the Top management in 2010:

* CEO / GM Rewards:
2009 Reward = 84.000 JD
2010 Reward = 88.200 JD
2010 End of Decade Reward = 26.460 JD
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4. Community Service and Environment Protection:

The IB never forgets to pay attention to the importance of the social role it 
should play in order to serve the community, the environment, and the hu-
mans; the role that allows it to keep in touch constantly with the surrounding 
environment in addition to taking a part and participating in its activities and 
situations despite its involvement in boosting its market presence, increasing 
and developing shareholders rights, Improving its financial performance and 
profits.

By the same token, the bank, in a pursuit to express its new institutional iden-
tity and image, has worked and is still working on activating and boosting its 
environmental and social role as this will be reflected positively on the bank 
and because the bank is obliged based on its professional duty to take care 
of this aspect, which isn’t in any way less important than the banking aspect.

There have been different social contributions of the bank in the year 2010 
which included Air Force Ladies Club, The Hashemite University, Orphans’ fu-
ture Security Box and The Hashemite Jordanian Box for Human Development 
as clarified in the following table:

Donations Statement of 2010:

5. Outstanding of audit fees for the IB and affiliate companies:

- The audit fees of the IB for the year 2010 reached 69,948 JDs.
- The audit fees of the affiliate Co. (Al-Mawared Co. for Financial Middling) for 
the year 2010 reached 11,658 JDs.
- The audit fees of the affiliate Co. (Tamkeen for Rental Funding) for the year 
2010 reached 1,160 JDs.
- The audit fees of the affiliate Co. (The IB Bank Co. for Supply Chain Fund) for 
the year 2010 reached 4,078 JDs.

6. Development of Human Resources:

The bank’s management seeks attracting qualified employees for the available 
vacancies and choosing the best of them by following the approved selection 
criteria and employment policies in a way that guarantees having reasonable 
numbers of employees that have the required qualifications in accordance with 
manpower plans and organizational chart of the bank. This gives the chance 
to specify the number of qualified people that are fully ready to take the full 
responsibility of fulfilling the bank’s message and objectives. The bank in 2010 
hired a number of employees of such competencies and remarkable expertise 
in the banking market to support its cadre of employees. 35 The number of the 
bank and affiliate companies employees reached (338) in 2010.
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The numbers and qualifications of the IB employees (without affiliate compa-
nies):

B: Distribution of employees in Top Management and different bank branch-
es:

Employees are distributed in the Top Management and the branches accord-
ing to the work requirements and needs in addition to what ensures good per-
formance of tasks by each one of them and that leads to achieving the best 
levels of performance and productivity. These employees are distributed in the 
Top Management and branches as follows:

C: Developing Employees Skills:

As a result of the bank’s interest in developing the skills and potential of its 
employees in a way that enables them to do the job effectively and efficiently 
and contributes to upgrading the bank’s level of performance and productivity 
as well as providing the best level of services, 51% of the bank’s employees 
participated in a number of specialized training courses, such as:
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7- Bank Affiliates:

The bank established its own companies to play the role of extra support to 
the bank that enables it to conduct its work and services to the clients. These 
companies are:

Al Imdad

Classification: L.L.C     

Main Activity: Trade Funding

Capital: 3,000,000

Percentage of Bank Ownership: 94%

No. of Employees: 15

Address: Amman – Jwaideh – Salah Fleih Ateyat St.
Tel:  4130301 – Fax:  4130412

Projects owned by the company and its capitals: None

CEO: Mohammed Essa Shaheen

Al-Mawared for Brokerage 

Classification: L.L.C

Main Activity: Business Financial
Broke through broker, dealer, and margin funding

Capital: 10 million JDs
Percentage of Bank Ownership:  100%

Address: Amman – Shmeisani – IB Building
P.O.Box (17355) Amman 11195 Jordan 
Tel: 5688085  -  Fax: 5622405

No. of Employees: 12

Branches Address: No Branches 

Projects owned by the company and its capitals: None

CEO: Miss Hana Al-Harasees
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Tamkeen Leasing Company:

Classification: L.L.C

Main Activity: Lease Business

Capital: A million JDs.

Percentage of Bank Ownership: 100%

Address: Mecca St. – Building no. 244 – Next to
Mecca Mall Main Gate

Tel: 5502610 -  Fax: 5502609

No. of Employees: -

Branches Address: No Branches

Projects owned by the company and its capitals: None

The company is accredited and licensed to start
business in the 1st quarter of the year 2011

8 - Capital Investment:

The bank’s capital investment reached 25,064,445 JDs by 31/12/2010.

9 - The Competitive Status of the Bank: 

The bank’s share of the local banking market was as follows: Client Deposits 
reached 2%, whereas the facilities total reached 2.42%.
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To the Shareholders of
INVESTBANK
Amman – The Hashemite Kingdom of Jordan
AM/ 31664

We have audited the accompanying consolidated financial statements of Invest 
Bank (a public shareholding company), which comprise of the consolidated 
statement of financial position as of December 31, 2010, and the consolidated 
statement of income, consolidated statement of comprehensive income, con-
solidated statement of changes in owners’ equity and consolidated statement 
of cash flows for the year then ended, and a summary of significant accounting 
policies and other explanatory information.

Management’s Responsibility for the Consolidated   Financial Statements
Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with International Financial Reporting 
Standards, and for such internal control as management determines neces-
sary to enable the preparation of financial statements that are free from ma-
terial misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial 
statements based on our audit. We conducted our audit in accordance with 
International Standards on Auditing.  Those standards require that we comply 
with ethical requirements and plan and perform the audit to obtain reason-
able assurance whether the consolidated financial statements are free from 
material misstatement.

An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the consolidated financial statements. The proce-
dures selected depend on the auditor’s judgment, including the assessment of 
the risks of material misstatement of the consolidated 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 presen-
tation of the consolidated financial statements in order to design audit pro-
cedures that are appropriate in the circumstances, 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 consolidated financial 
statements.

We believe that the audit evidence  we have obtained is sufficient and appro-
priate to provide a basis for our audit opinion.
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Opinion
In our opinion, the consolidated financial statements present fairly, in all ma-
terial respects, the consolidated financial position of Invest Bank as of Decem-
ber 31, 2010, and its consolidated financial performance and its consolidated 
cash flows for the year then ended in accordance with International Financial 
Reporting Standards. 

Report on Other Legal and Regulatory Requirements
The Bank maintains proper accounting records and the accompanying consol-
idated financial statements are in agreement therewith and with the financial 
statements presented in the Board of Directors’ report. We recommend that 
the General Assembly of Shareholders approve these consolidated financial 
statements.  

The accompanying consolidated financial statements are a translation of the 
statutory financial statements which are in the Arabic language to which ref-
erence should be made. 

Amman – Jordan              Deloitte & Touche (M.E.) – Jordan
February 27, 2011
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INVESTBANK
(a public shareholding company)
Amman – jordan
Notes to the consolidtaed financial statements

1.General 
 - INVESTBANK was established as a Jordanian public shareholding company 
under number (173) on August 12, 1982 in accordance with the Companies 
Law No. 12 for the year 1964 with a paid-up capital of JD 6 million distributed 
over 6 million shares with a par value of JD 1 per share. The Bank’s capital 
was increased several times, the last of which was during the year 2010. Con-
sequently, authorized and paid-up capital became JD 77.5 million with a par 
value of JD 1 per share. 

- Moreover, the Bank’s headquarter is in 43 Abdul Hamid Sharaf Street, Am-
man, Shmesani, Tel: 962 6 500 1500, P.O. Box 950601, Amman 11195 Jordan.

- The Bank is engaged in banking and related financial operations through 
its headquarter, branches in the Hashemite Kingdom of Jordan totaling 9 
branches, and the subsidiary companies.

- INVESTBANK is a public shareholding company listed in Amman Stock Ex-
change.

- The consolidated financial statements have been approved by the Bank’s 
Board of Directors, in its meeting held on February 27, 2011, and are subject 
to the approval of the General Assembly of Shareholders.

2. Significant Accounting Policies
Basis of Presentation
- The accompanying consolidated financial statements of the Bank and its 
subsidiary companies are prepared in accordance with the standards issued 
by the International Accounting Standards Board (IASB), interpretations is-
sued by the Committee of the IASB, prevailing local laws, and regulations of 
the Central Bank of Jordan.

- The consolidated financial statements are prepared under the historical cost 
convention except for financial assets/liabilities held for trading, financial as-
sets available for sale, and financial derivatives stated at fair value on the date 
of the consolidated financial statements. Hedged assets and liabilities are 
also stated at fair value. 

- The reporting currency of the consolidated financial statements is the Jorda-
nian Dinar, which is also the functional currency of the Bank.

- The accounting policies for the current year are consistent with those used 
in the year ended December 31, 2009.

N
otes to the consolidtaed financial statem
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Basis of Consolidation
- The consolidated financial statements include the financial statements of 
the Bank and the wholly owned subsidiary companies controlled by it. Control 
exists when the Bank has the ability to control the financial and operating 
policies of the subsidiary companies in order to achieve financial benefits out 
of their operations. All inter-company transactions, balances, revenues and 
expenses between the Bank and its subsidiaries are eliminated. 

- Non-controlling interest represents that part of the subsidiary’s equity not 
owned by the Bank.

The Bank owns the following subsidiaries as of December 31, 2010:

* Established in 2006 and has not yet started its operations.   

- The financial statements of the subsidiaries relating to the same financial 
year of the Bank are prepared using the same accounting policies adopted 
by the Bank. In case the accounting policies applied by the subsidiaries are 
different from those adopted by the Bank, the necessary adjustments to the 
financial statements of the subsidiaries are effected in order to match those 
applied by the Bank. 
 
- Results of operations are consolidated in the consolidated statement of in-
come from the date of acquisition which represents the date when control 
over the subsidiaries is passed on to the Bank.  Moreover, results of opera-
tions of the disposed of subsidiaries (if any) are consolidated in the consoli-
dated statement of income until the disposal date which represents the date 
when the Bank loses control over the subsidiaries.

Segment Information

- A business segment is a group of assets or operations jointly engaged in 
providing an individual product or service or a group of related products or 
services subject to risks and returns different from those of other business 
segments. It is measured according to the reports used by the General Man-
ager or other key decision – markers at the Bank.

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

- Financial assets held for trading represent investments in stocks, funds 
and bonds of companies in active markets. Moreover, the purpose of keeping 
these investments is to generate profits from the fluctuation in short-term 
market prices or a trading profit margin. 

- Financial assets held for trading are initially recognized at fair value when 
purchased (acquisition costs are taken to the consolidated statement of in-
come). They are subsequently re-measured to fair value as of the date of the 
consolidated financial statements, and the resulting changes are included in 
the consolidated statement of income in the period in which they arise. More-
over, fair value differences resulting from the translation of foreign currency 
non-monetary assets are taken to the consolidated statement of income. 

- Distributed income or realized interest is recorded in the consolidated state-
ment of income.                                   

Direct Credit Facilities 

- A provision for the impairment in direct credit facilities is recognized when 
it is obvious that the financial assets 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 consolidated statement of income.  

- Interest and commissions on non-performing credit facilities are suspended 
in accordance with the regulations of the Central Bank of Jordan.

- Impaired credit facilities, for which specific provisions have been taken, are 
written off by charging the provision after all efforts have been made to re-
cover the assets. Any surplus in the provisions is taken to the consolidated 
statement of income, while debt recoveries are taken to income.

Available-for-Sale Financial Assets

Available-for-sale financial assets are financial assets held by the Bank and 
classified as neither trading nor held-to-maturity financial assets.

- Available-for-sale financial assets are initially recorded at fair value includ-
ing acquisition costs. They are subsequently re-measured to fair value as of 
the date of the consolidated financial statements. Moreover, change in fair 
value is recorded in a separate account within the consolidated statement of 
comprehensive income and within shareholders’ equity. In case these assets 
are fully or partially sold, disposed of, or determined to be impaired, the in-
come or losses are recorded in the consolidated statement of income, includ-
ing the related amounts previously recorded within owners’ 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 and recorded in the consolidated statement of in-
come. Impairment losses resulting from the decline in the value of equity se-
curities are reversed through the cumulative change in fair value and through 
the statement of income. 

N
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- Income and losses from foreign exchange of interest-bearing debt instru-
ments within available - for - sale financial assets are included in the con-
solidated statement of income. Differences in the foreign currency of equity 
instruments are included in the cumulative change in fair value within the 
consolidated statement of comprehensive income. 

- Interest from available-for-sale financial instruments is recorded in the con-
solidated statement of income using the effective interest rate method. Im-
pairment in such assets is recorded in the consolidated statement of income 
when incurred.  

- Financial assets for which fair value cannot be reliably determined are shown 
at cost. Any impairment is recorded in the consolidated statement of income. 

Held-to-Maturity Financial Assets

Held-to-maturity investments are financial assets with fixed or determinable 
payments and the Bank has the positive intent and ability to hold to maturity.

- Held-to-maturity investments are recorded at cost (fair value) plus acquisi-
tion costs. Premiums and discounts are amortized in the consolidated state-
ment of income according to the effective interest rate method. Provisions 
associated with irrecoverable impairment in their value, partially or totally, 
are deducted. Any impairment in assets is recorded in the consolidated state-
ment of income.

Fair Value
Fair value represents the closing market price (Acquisition of assets/ Sale of 
liabilities) of financial assets and derivatives on the date of the consolidated 
financial statements. In case the declared market prices do not exist, active 
trading of some financial assets and derivatives is not available, or the market 
is inactive, fair value is estimated by one of several methods including the fol-
lowing:

- 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 instru-
ments.
- Adoption of the option pricing models.

The valuation methods aim to provide a fair value reflecting the expectations 
of the market, and take into consideration market factors, risks and expected 
benefits. 

Financial assets, the fair value of which can not be reliably measured, are 
stated at cost less any impairment.
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Impairment in the Value of Financial Assets

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

Impairment is determined as follows:

- Impairment in financial assets recorded at amortized cost represents the 
difference between the book value and the present value of the expected cash 
flows discounted at the original interest rate.

- Impairment in financial assets available for sale recorded at fair value rep-
resents the difference between book value and fair value. 

- Impairment in financial assets recorded at cost represents the difference 
between the book value and the present value of the expected cash flows dis-
counted at the market interest rate of similar instruments.

The impairment in value is recorded in the consolidated statement of income. 
Any surplus in the following period resulting from previous impairment in val-
ue of financial assets is taken to the consolidated statement of income except 
for the impairment in available-for-sale equity securities which is reversed 
through the statement of comprehensive income and the cumulative change 
in fair value within owners’ equity. 

Fixed Assets
- Fixed assets are stated at cost net of accumulated depreciation and any im-
pairment in value. Moreover, fixed assets (except for land) are depreciated ac-
cording to the straight-line method over their estimated useful lives using the 
following rates:

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

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

- Fixed assets are derecognized when disposed of or when there is no ex-
pected future benefit from their use or disposal. 

N
otes to the consolidtaed financial statem

ents



52
Provisions

- Provisions are recognized when the Bank has an obligation on the date of 
the consolidated statement of financial position 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

- The employees’ end-of-service indemnities provision is calculated at a rate 
of one month per service year for contracted employees more than 60 years 
old.

- The required provision for end-of-service indemnities for the year is record-
ed in the consolidated statement of income while payments to departing em-
ployees are deducted from the provision amount.

Cost of issuing or purchasing bank shares

Any costs that result from purchasing or issuing bank shares are charged to 
retained earnings (net of the tax effect related to those costs, if any). If the 
underwriting process or purchase process was incomplete, these costs are 
charged to the consolidated statement of income.

Income Tax
- Income tax expenses represent accrued taxes and deferred taxes.

- Income tax expenses are accounted for on the basis of taxable income. 
Moreover, taxable income differs from income declared in the consolidated fi-
nancial statements because the latter includes non-taxable revenue or tax ex-
penses 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 in Jordan.

- Deferred taxes are taxes expected to be paid or recovered as a result of tem-
porary timing differences between the value of the assets and liabilities in the 
consolidated financial statements and the value of the taxable amount. De-
ferred tax is calculated on the basis of the liability method in the consolidated 
statement of financial position 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 consolidated financial 
statements, and reduced in case it is expected that no benefit will arise there-
from, partially or totally. 
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Accounts Managed on Behalf of Clients

This item represents the accounts managed by the Bank on behalf of its cus-
tomers and is not part of the Bank’s assets. The fees and commissions for 
managing these accounts are shown in the consolidated statement of income.  
Furthermore, a provision is taken against the decline in the value of capital-
guaranteed portfolios managed on behalf of customers.

Offsetting

Financial assets and financial liabilities are offset, and the net amount is re-
flected in the consolidated statement of financial position 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 expenses are recognized using the effective 
interest rate method, except for interest and commission on non-performing 
loans which are not recognized as revenue but recorded in the interest and 
commission in suspense account until they are received in cash.

- Expenses are recognized on the accrual basis.

- Commission is recorded as revenue when the related services are provided.
  
- Dividends are recorded when realized (decided upon by the General Assem-
bly of Shareholders).

Recognition of Financial Assets 

Financial assets are recognized on the trading date, which is the date the Bank 
commits itself to purchase or sell the financial assets.

Financial Derivatives and Hedge Accounting

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

- Fair value hedge: hedge for the change in the fair value exposures of the 
Bank’s assets and liabilities.

When the conditions of effective fair value hedge are met, the resulting gain or 
loss from re-measuring the fair value hedge is recognized in the consolidated 
statement of income.

When the conditions of effective portfolio hedge are met, the gain or loss re-
sulting from the revaluation of the hedging instrument at fair value as well as 
the change in the fair value of the assets or liabilities portfolio are recorded in 
the consolidated statement of income for the same period. 
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- Cash flow hedge: hedge for the change in the current and expected cash 
flows exposures of the Bank’s assets and liabilities.

- When the conditions of effective cash flow hedge are met, the gain or loss of 
the hedging instruments is recognized in owners’ equity. Such gain or loss is 
transferred to the consolidated statement of income in the period in which the 
hedge transaction impacts the consolidated statement of income.

- Hedge for net investment in foreign entities:
 
When the conditions of the hedge for net investment in foreign entities are 
met, fair value is measured for the hedging instrument of the hedged net 
assets. In case of an effective relationship, the effective portion of the loss 
or profit related to the hedging instrument is recognized in the consolidated 
statement of comprehensive income. The ineffective portion is recognized in 
the consolidated statement of income. The effective portion is recorded in the 
consolidated statement of income when the investment in foreign entities is 
sold. 

- When the conditions of the effective hedge do not apply, gain or loss resulting 
from the change in the fair value of the hedging instrument is recorded in the 
consolidated statement of income in the same period.

Financial Derivatives for Trading

The fair value of financial derivatives for trading such as forward foreign cur-
rency contracts, future interest rate contracts, swap agreements, and foreign 
currency options is recorded in the consolidated statement of financial posi-
tion under other assets or other liabilities as the case may be. Fair value is 
measured according to the prevailing market prices, and if they are not avail-
able, the measurement method should be disclosed. The change in their fair 
value is recognized in the consolidated statement of income. 

Repurchase and Resale Agreements

- Assets sold with a simultaneous commitment to repurchase them at a future 
date continue to be recognized in the consolidated financial statements as a 
result of the Bank’s continuous control over these assets and as the related 
risks and benefits are transferred to the Bank upon occurrence. They also 
continue to be measured in accordance with the adopted accounting policies. 
Amounts received against these contracts are recorded within liabilities under 
borrowed funds. The difference between the sale price and the repurchase 
price is recognized as an interest expense amortized over the contract period 
using the effective interest rate method.
 
- Purchased assets with corresponding commitment to sell at a specific fu-
ture date are not recognized in the consolidated financial statements because 
the Bank has no control over such assets and the related risks and benefits 
are not transferred to the Bank upon occurrence. Payments related to these 
contracts are recorded under deposits with banks and other financial institu-
tions or loans and advances in accordance with the nature of each case. The 
difference between the purchase price and resale price is recorded as interest 
revenue amortized over the life of the contract using the effective interest rate 
method.
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Assets Seized by the Bank

Assets seized by the Bank are shown under “other assets” at the acquisition 
value or fair value, whichever is lower. As of the consolidated statement of 
financial position date, these assets are revalued individually at fair value. Any 
decline in their market value is taken to the consolidated statement of income 
whereas any such increase is not recognized. A subsequent increase is taken 
to the consolidated statement of income to the extent it does not exceed the 
previously recorded impairment.

Intangible Assets
- Intangible assets purchased in an acquisition are stated at fair value at the 
date of acquisition. Intangible assets purchased other than through acquisi-
tion are recorded at cost.

- Intangible assets are to be classified on the basis of either definite or indefi-
nite useful life. Intangible assets with definite useful economic lives are am-
ortized over their useful lives and recorded as an expense in the consolidated 
statement of income.  Intangible assets with indefinite lives are reviewed for 
impairment as of the consolidated financial statements date, and impairment 
loss is treated in the consolidated statement of income as an expense for the 
period.

- No capitalization of internally generated intangible assets resulting from the 
Bank’s operations is made. They are rather recorded as an expense in the 
consolidated statement of income for the period.

- Any indications of impairment in the value of intangible assets as of the con-
solidated financial statements date are reviewed. Furthermore, the estimated 
useful lives of the impaired intangible assets are reassessed, and any adjust-
ment is made in the subsequent period.

- The following is the accounting policy for each item of the intangible assets 
owned by the Bank and its subsidiaries:

Softwares and computer programs are amortized over their estimated useful 
economic lives at a rate of 20% annually. 

Foreign Currency

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

- Financial assets and financial liabilities denominated in foreign currencies 
are translated at the average rates prevailing on the consolidated statement 
of financial position date and declared by the Central Bank of Jordan

- Non-monetary assets and liabilities denominated in foreign currencies and 
recorded at fair value are translated on the date when their fair value is de-
termined.

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

- Translation differences on non-monetary assets and liabilities denominated 
in foreign currencies are recorded as part of the change in fair value.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash balances with the Central Bank of 
Jordan and balances with banks and financial institutions maturing within 
three months, less balances due to banks and financial institutions maturing 
within three months and restricted funds.

Accounting Estimates  

Preparation of the consolidated financial statements and the application of 
the accounting policies require the Bank’s management to perform assess-
ments and assumptions that affect the amounts of financial assets and liabili-
ties and the disclosure of contingent liabilities.  Moreover, these assessments 
and assumptions affect revenues, expenses, provisions, and changes in the 
fair value shown within the consolidated statement of comprehensive income. 
In particular, this requires the Bank’s management to issue significant judg-
ments and assumptions to assess future cash flow amounts and their timing.  
Moreover, the said assessments are necessarily based on assumptions and 
factors with varying degrees of consideration and uncertainty.  In addition, ac-
tual results may differ from assessments due to the changes resulting from 
the conditions and circumstances of those assessments in the future.

- A provision is set against the lawsuits raised against the Bank. This provision 
is subject to an adequate legal study prepared by the Bank’s legal advisors. 
Moreover, the study highlights potential risks that the Bank may encounter in 
the future. Such legal assessments are reviewed periodically.

- A provision for performing and non-performing loans is taken on the bases 
and estimates approved by the Bank’s management in conformity with Inter-
national Financial Reporting Standards (IFRS). The outcome of these bases 
and estimates is compared against the adequacy of the provisions as per the 
Central Bank of Jordan’s instructions. The strictest outcome that conforms 
to International Financial Reporting Standards is used for determining the 
provision.

- Impairment loss (if any) is taken after a sufficient and recent evaluation of 
the assets seized by the Bank has been conducted by approved surveyors. The 
impairment loss is 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 condition of these assets and the assess-
ment of their useful economic lives expected in the future. Impairment loss (if 
any) is taken to the consolidated statement of income.
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- Management frequently reviews the financial assets stated at cost to esti-
mate any decline in their value. Impairment loss (if any) is taken to the con-
solidated statement of income as an expense for the year.

- Management estimates the impairment in fair value when the market value 
reaches a certain limit indicative of the amount of impairment loss.

- Fair value hierarchy

- The Bank determines and discloses the level in the fair value hierarchy into 
which the fair value measurements are categorised in their entirety, segregat-
ing fair value measurements in accordance with the levels defined in IFRS. 
Differentiating between Level 2 and Level 3 fair value measurements, i.e., as-
sessing whether inputs are observable and whether the unobservable inputs 
are significant, may require judgement and a careful analysis of the inputs 
used to measure fair value, including consideration of factors specific to the 
asset or liability.

We believe that our estimates adopted in the preparation of the consolidated 
financial statements are reasonable.
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4. Cash and Balances at Central Banks:

This item consists of the following:

- Except for the mandatory cash reserve, there are no restricted balances as 
of  December 31, 2010 and December 31, 2009. 

5. Balances at Banks and Financial Institutions   

This item consists of the following:      
 

- Non-interest  bearing  balances  at  banks and financial  institutions  amount-
ed to JD 659,089  as of  December 31, 2010 against JD 345,861 as of December 
31, 2009. 

- There are no restricted balances as of  December 31, 2010 and 2009.    
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6.Deposits at Banks and Financial Institutions   

This item consists of the following:

- There are no restricted deposits as of  December 31, 2010 and 2009.

7. Trading Financial Assets

This item consists of the following:
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8 . Direct Credit Facilities 

This item consists of the following:

* Net after deducting interest and commissions received in advance of JD 
4,205,882 as of December 31, 2010 against JD 4,363,502 as of December 31, 
2009.       
      
Non-performing credit facilities amounted to JD 41,434,644 which is equiva-
lent to (11.1%) of total direct credit facilities as of December 31, 2010 against 
JD 30,914,177 , which is equivalent to (9.8%) of total credit facilities as of De-
cember 31, 2009.      
      
Non- performing credit facilities excluding interest and commissions in sus-
pense amounted to JD38,483,471 which is equivalent to (10.3%) of total di-
rect credit facilities as of December 31, 2010 against JD 29,152,749, which is 
equivalent to (9.3%) of total credit facilities as of December 31, 2009.  
    
Direct credit facilities granted to / guaranteed by the Government of Jordan 
amounted to JD 3,627,843 which is equivalent to (1%) of total direct facilities 
as of December 31, 2010 against JD 3,309,157 , which is equivalent to (1%) at 
the end of the year 2009.      
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Provision for Impairment in Direct Credit Facilities: 
  
The movement on the provision for impairment in direct credit facilities was 
as follows:   

- The provisions no longer needed due to settlements or repayments of debts 
and transferred against other debts amounted to JD 1,883,116 against JD 
2,447,315 for the previous year.
      
- The provision for impaired credit facilities representing underwatch and 
non-performing loans is calculated based  on the individual customer and not 
the portfolio.
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Interest in Suspense

- The movement on interest in suspense is as follows:

* The Board of Directors resolved to write-off bad debts amounting to
JD 63,306 and interest in suspense to JD 57,813.
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9.  Available-for-Sale Financial Assets

The details of this item are as follows:

- Available-for-sale financial assets are recorded at cost/amortized cost as 
their fair values cannot be reliably determined. These assets amounted to JD 
3,069,980 as of December 31, 2010 against JD 3,997,845 as of December 31, 
2009.     

- The financial crisis that occurred in international financial markets has been 
considered as an extraordinary event.  According to IAS (39) and IFRS (7) (Re-
vised), financial assets can be reclassified based on specific terms in such cir-
cumstances. Consequently, the Bank has reclassified some of its investments 
in trading financial assets of JD 5,528,063 to available-for-sale financial as-
sets effective from December 31, 2010. Had such reclassification not been 
done, income for the year would have decreased by JD 223,162 against JD 
312,121 for the prior year in adition to the impairment taken to the statement 
of income. 	 	 	 	 	 	 	 	
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10.  Fixed Assets

The details of this item are as follows: 

- Fixed assets as of December 31, 2010 include an amount of JD 4,611,815 representing fully depreciated fixed 
assets against JD 2,992,764 as of December 31, 2009.        
  
* This item represents down payments for the purchase of a new building to expand the Bank in its location 
at Shmeisani and to buy a new branch at Imar Tower, which is still under construction as of the statement of 
financial position date.          
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11. Intangible Assets

This item consists of the following:

12. Other Assets

This item consists of the following:

*According to the Banks Law, buildings and plots of land seized by the Bank 
against debts due from customers are to be sold within two years from the own-
ership date.  For exceptional cases, the Central Bank of Jordan can extend this 
period for two consecutive years at maximum.     
 
- The movement on assets  (properties) seized by the Bank was as follows: 
     

N
otes to the consolidtaed financial statem

ents



66
13. Banks and Financial Institutions Deposits

This item consists of the following:

* This account does not include any amount due within a period exceeding 3 
months as of December 31, 2010 against JD 30,267 as of December 31, 2009.

14.  Customers Deposits

This item consists of the following:

- Public sector deposits inside Jordan amounted to JD 29,168,692 which is 
equivalent to (6.5%) of total customers deposits as of December 31, 2010 
against JD 60,309,297 which is equivalent to (12.6%)of total customers depos-
its as of December 31, 2009.       
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- Non-interest bearing deposits amounted to JD 56,478,241 which is equiva-
lent to (12.6%) of total customers deposits as of December 31, 2010 against 
JD 52,662,108,  which is equivalent to (11%) of total customers deposits as of 
December 31, 2009.       
 
- Restricted deposits amounted to JD 10,965,848 , which is equivalent to (2.4%) 
of total customers deposits as of December 31, 2010 against JD  11,708,883, 
which is equivalent to 2.45% as of December 31, 2009.

- Frozen deposits amounted to JD 752,321 as of December 31, 2010 against JD 
1,411,060 as of December 31, 2009.

15. Cash Margins

This item consists of the following:
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16. Borrowed Funds
This item consists of the following:

* This item represents annually renewable overdraft credit facilities granted to the sub-
sidiary company (Al Mawared for Financial Lease Co.) against the guarantee of the Com-
pany’s networth.
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17. Sundry Provisions

This item consists of the following:

69
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18. Income Tax

A.  Provision for income tax:

The movement on the provision for income tax was as follows:

- Income tax for the year consists of the following:

- Income tax has been settled with the Income and Sales Tax Department up to the 
end of the year 2009 except for the years 2000 and 2008.      
       
- The year 2000 tax is under review by the concerned court, and has been presented 
to the tax expert, who issued his report to the Bank’s favor. Moreover, the report 
has been discussed, but the Court’s decision has not been issued yet.  The disputed 
amount is JD 350,950 of which JD 175,952 represents deposits at the Ministry of Fi-
nance (50% of the litigated amount) while the balance represents a provision by the 
Bank.           
 
- The tax return for the year 2008 has been properly submitted within the speci-
fied legal period.  However, no final settlement has been reached with the Income 
and Sales Tax Department. Moreover, an appeal has been made to the Tax Court of 
First Instance as the Department has subjected the revenues received from the Visa 
Company to tax. The disputed amount is JD 178,954 and has been fully provided for. 
 

- Regarding the year 2010, the Bank has paid part of the semiannual income tax of 
JD 199,176 on July 27, 2010 according to the requirements of the Jordanian Income 
Tax Law.
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- In the opinion of management and its tax advisor, the tax liabilities relating to 
those years do not exceed the provision taken as of the end of  the year 2010.  
        
- Al - Mawared for Financial Brokerage Company (subsidiary company) has 
properly submitted its tax return within the specified period for the period  
from inception on March 5, 2006  until December 31, 2006 . The Income and 
Sales Tax Department has reviewed the Subsidiary’s records and imposed a 
tax difference of JD 8,481. However, the Company has objected against the de-
cision and the case is still under consideration in the Department. Moreover, 
the tax return for the year 2007 was submitted and the Income and Sales Tax 
Department has reviewed the Company’s records for that year but no final 
settlement has been reached yet. Moreover, the tax return for the year 2008 
was submitted and the Income and Sales Tax Department has reviewed the 
Company’s records and imposed tax of JD 2,344 which was fully provided for. 
Regarding the year 2009, the Company has submitted its tax return but the In-
come and Sales Tax Department has not yet reviewed the Company’s records. 
As for the year 2010, the Company has paid part of the semiannual income 
tax of JD 11,955 on July 28, 2010 according to the Jordanian Income Tax Law. 
In the opinion of management and its tax advisor, the tax liabilities relating to 
those years do not exceed the provision taken as of the end of the year 2010. 
          
- Al-Mawared Financial Lease Company (a subsidiary) has not submitted its 
tax return for the period from inception on October 31, 2006 to December 31, 
2007 and for the years 2008 and 2009.  In the opinion of management and the 
tax advisor, the Company will not have any tax liabilities as it has not con-
ducted any activities yet.        
    
- The Investment Company for Supply Chain Financing has not submitted its 
tax return for the period from inception on February 11, 2010 to December 31, 
2010. In the opinion of management and the tax consultant, the Company will 
not have any tax liabilities as it has incurred losses for the period.  
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b- Deferred Tax Assets / Liabilities:

The details of this item are as follows:

- The movement on deferred tax assets / liabilities was as follows:
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C- The summary of the reconciliation between accounting profit and taxable 
income is as follows:

19. Other Liabilities
This item consists of the following:
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20. Paid-up Capital        

Paid-up capital amounted to JD77.5 million distributed over 77.5 million 
shares at a par value of JD 1 per share as of the end of the year 2010 (against 
JD 70 million distributed over 70 million shares at a par value of JD 1 per 
share as of December 31, 2009).       
     
 21. Reserves         
   
The details of the reserves as of December 31, 2010 are as follows: 
 
a- Statutory Reserve:        
    
This account represents the accumulated amount of appropriations from in-
come before tax at 10% at the end of the year 2010 according to the Banks 
Law. This amount is not to be distributed to shareholders.   
         
b- General Banking Risks Reserve      
      
This item represents the general banking risks reserve according to the Cen-
tral Bank of Jordan’s instructions.      
      
c- The details of the restricted reserves are as follows:    
        

22. Cumulative Change in Fair Value

* The cumulative change in fair value is presented as a net amount after de-
ducting deferred tax liabilities of JD 1,556,035 against D  843,185 for the previ-
ous years.         
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23. Retained Earnings    

- Included in retained earnings is an amount of JD 2,016,169 restricted by the 
Central Bank of Jordan against deferred tax assets as of December 31, 2010 
compared to JD 768,371 as December 31, 2009.    

- During the year 2010, an amount of JD 7.5 million was capitalized from 
retained earnings, equivalent to 10.714% of capital against JD 8.675 million 
equivalent to  15.14% for the year ended 2009.    
    
24 - Proposed Dividends:
    
- The Board of Directors decided to recommend to the General Assembly of 
Shareholders to distribute JD 7.75 million as free shares, about 10% of capi-
tal. In addition, the General Assembly of Shareholders approved the Board of 
Directors’ recommendation to distribute JD 7.5 million as free shares for the 
year 2009, equivalent to 10.714% of capital, through capitalizing part of re-
tained earnings. Moreover, the free shares have been listed effective from May 
19, 2010 after obtaining the approval of the Jordan Securities Commission. 
  
25. Interest Income

This item consists of the following:

* This item does not include any amount relating to interest from the treasury 
bills sale and repurchase agreement for the year 2010 against JD 578,194 for 
the year 2009.
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26. Interest Expense

This item consists of the following:

* This item does not include any amounts relating to interest from the trea-
sury  bills sale and repurchase agreement for the year 2010 against JD146,849 
for 2009.    

27. Commission Income - Net

This item consists of the following:
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28. Income from Foreign Currencies

This item consists of the following:

29. (Loss) from Trading Financial Assets

This item consists of the following:

30. Income from Available-for-Sale Financial Assets

This item consists of the following:
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31. Other Income

This item consists of the following:

This item includes revenues of JD 1.6 million representing the net book value 
of assets seized during 2010 against facilities written off in prior years.

32. Employees Expenses

This item consists of the following:
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33. Other Expenses

This item consists of the following:
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34. Earnings Per Share - Bank Shareholders

The details of this item are as follows:

* The weighted average number of shares for the year 2009 has been amend-
ed to 77.5 million shares instead of 70 million shares as the increase repre-
sents bonus shares .

35. Cash and Cash Equivalents

The details of this items are as follows:
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36. Financial Instruments

The details of financial derivatives outstanding as of year-end is as follows : 

* The nominal value represents the deals value outstanding at year-end and does not rep-
resent market risks or credit risks.
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37.  Transactions with Related Parties

The Bank entered into transactions with companies owned by members of the Board 
of Directors ,major shareholders,  executive management and subsidiaries within 
the normal banking practice according to the commercial interest rates and com-
missions.

All credit facilities granted to related party companies represent performing credit 
facilities and no provision has been taken thereon (except as mentioned below).

The following represents a summary of transactions with related parties during the 
year :

*  All those amounts and transactions are eliminated from the consolidated financial 
statements and are shown for explanatory purposes only.    
  
Maximum credit interest rate 15%          Maximum credit commission 1% 
Minimum credit interest rate 3%             Minimum credit commission 0.5%
Maximum debit interest rate 4.5%          Maximum debit commission 0%
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The following is a summary of the executive management salaries and benefits:

38. Fair Value of Financial Assets and Financial Liabilities

Not Shown at Fair Value in the Financial Statements Available-for-sale fi-
nancial assets include financial assets not listed on financial markets of JD 
3,069,980 as of December 31, 2010, of which JD 1,123,181 is recorded at cost 
as their fair value can not be reliably determined.

39. Risk Management

General framework of risk management, the Risk Management and Com-
pliance Committee has set the risk management framework for the Bank. 
Moreover, the Board of Directors has established the Risk Management and 
Compliance Committee, formed by the Board members and executive man-
agement. Its objective is to monitor and control the various risks (credit risks, 
operating risks, market risks and compliance risks) or any other risks the 
Bank might be exposed to.

The Risk Management and Compliance Committee’s tasks are as follows:

1. To supervise the management of the risk policy and ensure that the Risk 
Management and Compliance Department achieves its objectives according 
to the approved policies.

2. To ensure appropriate  and sufficient support for the Risk Management and 
Compliance Department in achieving its objectives in accordance with the ap-
proved policies and procedures and the Central Bank’s instructions.

3. To ensure the availability of work procedures for risk management in com-
pliance with the various management risk policies at the Bank.

4. To verify the adoption of new methods in managing and evaluating the 
Bank’s risks such as stress testing, what-if analysis, and economic capital.

5. To determine the bases and principles of managing risks regarding risk ac-
ceptance, risk rejection, risk transfer and risk mitigation.

6. To review the periodical reports of the Risk Management and Compliance 
Department.

7. To ensure that the Bank adheres to the Central Bank of Jordan instructions.

The department manages the Bank’s various risks (credit risk, operating risk, 
market risk, compliance risk, and other risks) within the general framework of 
risks management. The role of the department can be summarized as follows:
1. Risk Identification.
2. Risk Assessment.
3. Risk Control / Mitigation.
4. Risk Monitoring.
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Internal Evaluation of Capital Adequacy

According to the instructions of the Central Bank of Jordan – Basel II (second 
Pillar), and to enable the Bank to efficiently manage the risks it is exposed to, 
the Bank has to identify the risks matrix through which the acceptable risk 
(risk appetite) for each type of risk is specified. The amount of these risks 
will be calculated according to the methodology used in Basel Standard II – 
i.e. tying risk with capital and specifying the utilized capital against each type 
of risk. Consequently, the higher the risks, the greater the Bank’s need for 
capital to cover these risks. This methodology will help the Bank in connect-
ing risk appetite with capital, monitoring risk limits to determine the Bank’s 
risk profile size, and perform amendments to reach the targeted risk appetite.

The Bank has identified the risks to be measured, managed, and controlled 
as follows:

1. Credit Risk.
2. Market Risk.
3. Operational Risk.
4. Concentration Risk:
• Credit Concentration Risk.
• Other Concentration Risks
5. Residual Risk:
• From adopting credit risk mitigation through the standard method.
• From applying the simple indicator method of the operating risk account.
• From using the standard method of the market risk account.
6. Interest Rate Risk in the Banking Book.
7. Liquidity Risk.
8. Strategic Risk.
9. Reputation Risk.
10. Business Cycle.
11. Compliance Risk.
12. Stress Test.

39. a. Credit Risks
Credit risks are defined as the probability of not fully recovering the debt or 
interest in the specified time causing financial losses to the Bank.

Moreover, credit risk represents the major portion banks are exposed to in 
general (representing 60% or 70% of the risks banks are exposed to).  In rec-
ognition of this reality, the Bank has accorded credit risk management great 
significance through managing credit risks at the portfolio level, economic 
sector level, group level, or single customer level, taking into consideration 
the achievement of an appropriate return on the risks the Bank is exposed to.

To achieve this, based on the risk management strategy, the Bank has per-
formed the following:

1.The risk appetite and ceilings are based on credit risk commensurate with 
the acceptable risk limits adopted by the Board of Directors and Risks and 
Compliance Department. Risk limits are set for each client, group and eco-
nomic sector, in order to mitigate the Bank’s exposure to credit risk concen-
trations.
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2. A risk rating system is prepared. It consists of 12 degrees and takes into 
account all factors leading to increased credit risk for the client. In addition, 
it helps the Bank to detect the credit risk early on so that it can address and 
mitigate the risk before it increases. Moreover, the Bank has signed an agree-
ment with SUNGARD Company for the purchase of an automated system to 
apply this system.

3. The risk adjusted return on risk adjusted capital (RARRAC) is applied to 
the pricing of credit to customers, groups, or economic sectors. This enables 
the Bank to obtain adequate rates of return compared to risks, and attracts 
clients or economic sectors with low risk.

4. Credit risk is mitigated through credit risk factors (collaterals such as real 
estate, shares or other) commensurate with the credit risk faced by the Bank 
to cover any unexpected subsequent events.

5. Proper legal and credit documentation is applied for all conditions associ-
ated with the credit facilities.
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1. Credit risk exposure (less the impairment provision and interest  in sus-
pense and before guarantees and other risk - mitigating factors):

To cover the above credit risk exposures, the Bank uses the following risk 
mitigating factors within the conditions of the credit policy set by the Bank: 
   
    
1.  Cash collaterals.    
2.  Accepted bank letters of guarantee.    
3.  Real estate mortgages.    
4.  Listed shares collaterals.    
5.  Vehicles and equipment mortgages.    
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2. Credit exposures according to the degree of risk are categorized according to the fol-
lowing table:

 
 
 
 
 
 
 

*The whole debt balance becomes due when one of the installments or interest is due. More-
over, the overdraft account becomes due whenever it exceeds the ceiling.
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Scheduled Debts:

These debts are debts previously classified as non-performing credit facilities but 
taken out therefrom according to proper scheduling. They have been classified as 
“debts under control” and amounted to JD 34,177,132 as of December 31, 2010 
(against JD 7,001,692 for the year 2009).

Restructured Debts: 

Restructuring means rearranging credit facilities installments through increasing 
their duration, postponing some installments, or increasing the grace period. Re-
structured debts amounted to JD 28,217,873 as of December 31, 2010 (against JD 
19,595,719 for the year 2009).
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3. Bonds, Bills, and Debentures
The following table illustrates the classification of bonds, bills, and debentures according to 
external rating institutions: 

4. Credit Risk Exposure According to Geographical Areas:

* Excluding Middle East Countries.
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Exposure According to Economic Sector: 
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39. b. Operating Risk

Operating risk is defined as “the loss resulting from the failure or inadequacy 
of the internal procedures, the human factor, and systems, or from external 
events including legal risks.

Operating risks at banks constitute from 15% to 20% of the risks banks are 
exposed to. These risks directly or indirectly impact the banks net profits 
through either decreasing the expected profits or increasing the expected ex-
penses.  To manage these risks, the Bank has set up an automatic system for 
the identification of these risks, determination of the adequacy of the inter-
nal control system and procedures, and efficiency of the human element to 
mitigate these risks, in addition to the identification of operating risks that 
confronted the Bank or other banks in the past, and consequently, spotting 
the events causing them. This is to enable the Bank to remedy them and to 
benefit from the mistakes causing these risks. In this regard, the Bank has 
implemented the following:

• Control & Risk Self Assessment (CRSA).
• Key Risk Indicator (KRI).
• Key Risk Driver (KRD).

Compliance Risk  

This represents the risks that arise from the probability that the Bank may not 
comply with (violate / transgress) the prevailing laws, regulations, instruc-
tions, banks laws, and code of ethics issued by international and local regula-
tory authorities.

Compliance with the regulations and prevailing laws issued by the regulatory 
authorities represents one of the most important risks which the Bank might 
be exposed to, due to the major financial losses resulting from the violation of 
the laws and instructions that affect the Bank’s reputation. Moreover, the past 
few years witnessed many new regulations, instructions and laws organiz-
ing the work of the various institutions. Accordingly, the need for managing 
the compliance risk of the Bank is necessary. Moreover, compliance enhances 
the efficiency of managing risks and decreases the risk the Bank might be 
exposed to as a result of noncompliance with the prevailing laws and instruc-
tions. 

39.c Market Risk

Market risk is the potential losses that may arise from the changes in market 
prices such as the change in interest rates, foreign currency exchange rates, 
and prices of shares and products.
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The Board of Directors has set limits for the acceptable risk levels for man-
aging the financial portfolio market risks.  Moreover, the Bank periodically 
applies the appropriate methodology to evaluate market risks and sets esti-
mates for the probable economic losses based on a set of assumptions and 
changes in market conditions. The following are the methods used by the 
Bank to measure market risks :
                     
1-Value at Risk (VaR)

2-Daily Earnings at Risk (DEaR)

3-Stress Testing

4- Scenario Analysis

c.1. Interest Rate Risk: 

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

The Bank is exposed to interest rate risks as a result of the timing gaps of 
repricing assets and liabilities. These gaps are periodically monitored by the 
Assets and Liabilities Committee (ALCO). Moreover, various hedging methods 
are used to remain within the acceptable interest rate gap limits. 
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Sensitivity analysis:
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c.2. Foreign currencies risk

a.The following table illustrates the currencies to which the Bank is exposed 
and the potential and reasonable change in their rates against the Jordanian 
Dinar and the related impact on the profit and loss statement. The currencies 
positions are monitored daily to ensure that they are within the determined 
limits. Moreover, the related reports are submitted to the Assets and Liabili-
ties Committee and Board of Directors.
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c.3. Risks of Changes in Shares Prices:

This represents the risk resulting from the decline in the fair value of the in-
vestment portfolio of the shares due to the changes in the value of the shares 
indicators and the change in the value of shares individually.

Interest Rate Repricing Gap      
 
The Bank adopts the assets - liabilities compatibility principle and the suitabil-
ity of maturities to narrow gaps through categorizing assets and liabilities into 
various maturities or price review maturities, whichever are nearer, to lower 
risks in interest rates, studying gaps in the related interest rates, and using 
hedging policies through the adoption of advanced financial instruments such 
as derivatives.         
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The interest rate sensitivity is as follows:
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Concentration in foreign currencies risk:
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39. d.  Liquidity Risk:        

Liquidity risk represents the Bank’s inability to meet its obligations on their maturity dates. To 
ward off these risks, including the management of Assets and Liabilities, matching and ana-
lyzing their maturities, matching the maturities of short and long-term assets and liabilities, 
diversifying sources of funds, and maintaining an adequate fund of cash and cash equivalents 
and marketable securities, liquidity is managed and reviewed periodically at different levels. 
According to the Central Bank of Jordan instructions, the Bank maintains cash reserves to 
mitigate liquidity risks.          
      



First : The following table illustrates the distribution of liabilities (undiscounted) on the basis of the remaining 
period to the contractual maturity at the date of the financial statements.      
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Second: Financial Derivatives

The following table summarizes the maturities of financial derivatives on the 
basis of the remaining period to the contractual maturity date from the date of 
the financial statements:
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40. Sector Analysis

a. The Bank is organized, for managerial purposes, into three major sectors.  Moreover, the Bank owns 
three subsidiaries: one conducts financial brokerage, the other financial lease, and the third bonded 
stores operation and management.

- Individuals accounts: include following up on individual customers accounts, and granting them 
loans, credit,  credit cards, and other services.

- Corporate accounts: include following up on deposits, credit facilities, and other banking services 
related to customers.

- Treasury: includes providing dealing services and management of the Bank’s funds.

The following table represents information on the bank’s sectors according to activities:
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 b. Information on the geographical allocation:     
This sector represents the geographical distribution of the Bank’s operations. The 
Bank performs its operations mainly in the Kingdom, and these operations represent 
the local operations.

41.  Capital Management

a. Description of Capital According to the Central Bank of Jordan Law and in compli-
ance with the capital adequacy requirements, capital consists of many parts.  Prima-
ry capital made up of paid-up capital, declared reserves, (including statutory reserve, 
voluntary reserve, share premium (discount), treasury share premium, and other 
reserves), retained earnings, and non-controlling interest (if any) minus intangible 
assets, loss for the period, acquisition costs of treasury stock, provisions required 
by the Central Bank of Jordan, full amount of goodwill, and any restricted amounts. 
Supplementary capital provided that the general banking risk reserve does not ex-
ceed 1.25% of total credit risk weighted assets, subordinated debts, and the positive 
cumulative change in fair value at 45%, less the negative change balance provided 
that this part of capital does not exceed 100% of regulatory capital the third part con-
sists of short-term subordinated loans to meet market risks. This part supplements 
capital and is utilized to face the potential losses from market risks. Additionally, the 
bank complies with Article (62) of the Banks Law which requires the Bank to appro-
priate 10% of its net profits in the Kingdom and continue to do so until the reserve 
equals the Bank’s paid-up capital.  

b. Regulatory Authorities Requirements Concerning Capital and Method of Fulfill-
ing Them the bank considers the compatibility of the size of capital with the nature 
of risks it is exposed to provided that paid-up capital is not less than the minimum 
required by the Central Bank of Jordan and regulatory capital not less than 12% of 
the weighted value of credit and operating market risks. Furthermore, the minimum 
leverage ratio ( equity to total assets) should not be less than 6%. Moreover, not less 
than 28.5% of market risks should be covered by regulatory capital. 

c. The Bank’s management aims at achieving the Bank’s capital management objec-
tives, a surplus in operating income and revenues, and the optimal utilization of the 
available sources of funds so as to reach the targeted growth in shareholders’ equity 
through the increase in the statutory reserve, recognized profits, voluntary reserve, 
and retained earnings.
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Capital is allocated to work lines and various functions according to assets 
weighted by risks. Moreover, capital and its adequacy are monitored periodi-
cally, and capital adequacy is calculated by the Risk Management and Compli-
ance Department and reviewed by the internal auditor.

The capital adequacy ratio for the years 2010 and 2009 has been calculated 
according to Basel II Standard, in addition to the instructions of the Central 
Bank of Jordan

d. Reasons for and sources of change in the Bank’s regulatory capital during 
the year: 
Increase in regulatory capital amounted to JD 12,173,578 from the following 
sources:

- Increase in the statutory reserve of JD 7,500,000.
- Increase in the voluntary reserve of JD 1,615,330.
- Increase in retained earnings of JD 1,425,800.
- Increase in the general banking risks reserve of JD 352,062. 
- Increase in the cumulative change in fair value for available-for- sale securi 
   ties of JD 1,475,421.
- Increase in the deferred tax assets of JD 1,250,898.
- Decrease in investments in banks and insurance companies of JD 1,055,862.
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e. The amount the Bank considers as capital and capital adequacy ratio are 
as follows:

42. Accounts Managed on Behalf of Customers

There are no investment portfolios managed by the Bank on behalf of clients.
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43. Analysis of the Maturities of Assets and Liabilities:   

The following table illustrates the analysis of assets and liabilities according to 
the expected period of their   recoverability or settlement:
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44. Fair Value Hierarchy      

The table below analyzes financial instruments carried at fair value by the 
valuation method. The different levels have been defined as follows:  
      
- Level 1: quoted prices (unadjusted) in active markets for identical assets or 
liabilities;        

- Level 2: inputs other than quoted prices included within level 1 that are ob-
servable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. 
derived from prices);       

- Level 3: inputs for the asset or liability that are not based on observable 
market data (unobservable inputs).      
  

The available-for-sale financial assets with no available market values are 
stated at cost/amortized cost as it is impractical to measure their fair values 
reliably. They amounted to JD 3,069,980 as of December 31, 2010, against JD 
3,997,845 as of December 31, 2009.	
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45. Commitments and Contingent Liabilities (Off-Financial Position)

a. Credit commitments and contingencies:

b. Contractual obligations:

c. Operating leases amounted to JD 302,290 with periods ranging from 1 to 12 
months.        
        
46. Lawsuits Against the Bank       
 
a. The Bank is a defendant in lawsuits amounting to JD 12,218,553 as of the 
financial statements date against JD 11,734,653 in the prior year. One of these 
lawsuits  is for JD 3,833,521 raised against the Bank by a Jordanian Bank 
(under liquidation). The lawsuit is still at Amman Court of First Instance pend-
ing an expert’s report. The provisions against these lawsuits amounted to  JD 
2,160,253 as of December 31, 2010 (JD 2,043,528  as of December 31, 2009). 
In the opinion of the Bank’s management and legal advisor, no additional li-
abilities would arise against the Bank therefrom.     
   
b. There were no lawsuits against the subsidiaries (Al - Mawared for Financial  
Brokerage Company, Al - Mawared for Financial Lease Company, and the In-
vestment Company for Supply Chain Financing) as of December 31, 2010 and 
2009.          
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47 Application of new and revised International Financial Reporting Stan-
dards (IFRSs) 

47 New and revised IFRSs applied with no material effect on the financial 
statements:

The following new and revised IFRSs have also been adopted in these financial 
statements. The application of these new and revised IFRSs has not had any 
material impact on the amounts reported for the current and prior years but 
may affect the accounting for future transactions or arrangements.

Amendments to IFRS 1: First-time 
Adoption of International Financial 
Reporting Standards – Additional Ex-
emptions for First-time Adopters

Amendments to IFRS 2: Share-based 
Payment – Cash-settled Share-based 
Payment Transactions 

Amendments to IFRS 5: Non-current 
Assets Held for Sale and Discontin-
ued Operations (as part of Improve-
ments to IFRSs issued in 2008)

Amendments to IAS 39: Financial 
Instruments: Recognition and Mea-
surement – Eligible Hedged Items

IFRIC 17: Distributions of Non-cash 
Assets to Owners

The amendments provide two ex-
emptions when adopting IFRSs for 
the first time relating to oil and gas 
assets, and the determination as to 
whether an arrangement contains a 
lease. 

The amendments clarify the scope of 
IFRS 2, as well as the accounting for 
cash-settled share-based payment 
transactions in the separate (or in-
dividual) financial statements of an 
entity receiving the goods or services 
when another entity or shareholder 
has the obligation to settle the award. 

The amendments clarify that all the 
assets and liabilities of a subsidiary 
should be classified as held for sale 
when the Bank is committed to a sale 
plan involving loss of control of that 
subsidiary, regardless of whether the 
Bank will retain a non-controlling in-
terest in the subsidiary after the sale. 

The amendments provide clarifica-
tion on two aspects of hedge account-
ing: identifying inflation as a hedged 
risk or portion, and hedging with op-
tions.

The Interpretation provides guidance 
on the appropriate accounting treat-
ment when an entity distributes as-
sets other than cash as dividends to 
its shareholders.
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IFRIC 18: Transfers of Assets from 
Customers 

Improvements to IFRSs issued in 
2009:

Amendments to IAS 1: Presentation 
of Financial Statements (as part of 
Improvements to IFRSs issued in 
2009)

IFRS 3 (revised in 2008): Business 
Combinations

IAS 27 (revised in 2008): Consolidated 
and Separate Financial Statements

IAS 28 (revised in 2008): Investments 
in Associates

The Interpretation addresses the ac-
counting by recipients for transfers of 
property, plant and equipment from 
‘customers’ and concludes that when 
the item of property, plant and equip-
ment transferred meets the defini-
tion of an asset from the perspective 
of the recipient, the recipient should 
recognise the asset at its fair value 
on the date of the transfer, with the 
credit being recognised as revenue in 
accordance with IAS 18 Revenue. 

IAS 1, IAS 23, IAS 27, IAS 32 and IAS 
39.
SMEs IFRS, IFRS 2, IFRS 3, IFRS7 and 
IFRS 8.

The amendments to IAS 1 clarify that 
the potential settlement of a liability 
by the issue of equity is not relevant 
to its classification as current or non-
current. This amendment has had 
no effect on the amounts reported in 
current and prior years as the Bank 
has not previously issued instru-
ments of this nature

IFRS 3(2008) has been applied in the 
current year prospectively to busi-
ness combinations for which the ac-
quisition date is on or after 1 January 
2010 in accordance with the relevant 
transitional provisions.

The application of IAS 27(2008) has 
not resulted in changes in the Bank’s 
accounting policies.

The principle adopted under IAS 27 
that a loss of control is recognized 
as a disposal and re-acquisition of 
any retained interest at fair value is 
extended by consequential amend-
ments to IAS 28. As part of Improve-
ments to IFRSs issued in 2010, IAS 
28(2008) has been amended to clarify 
that the amendments to IAS 28 re-
garding transactions where the in-
vestor loses significant influence 
over an associate should be applied 
prospectively.
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49.2 New and revised IFRSs issued but not yet effective 

The Company has not applied the following new and revised IFRSs that have 
been issued but are not yet effective:

IFRS 9 Financial Instruments issued in November 2009 and amended in Oc-
tober 2010
IFRS 9 Financial Instruments issued in November 2009 and amended in Oc-
tober 2010 introduces new requirements for the classification and measure-
ment of financial assets and financial liabilities and for derecognition. 
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Amendments to IFRS 1: 
Limited Exemption from Compara-
tive IFRS 7 Disclosure for First-time 
Adopters

Amendments to IFRS 7: 
Disclosures – Transfers of
Financial Assets

IFRS 9 (as amended in 2010): 
Financial Instruments

IAS 24 (revised in 2009):
Related Party Disclosures 

Amendments to IAS 32:
Classification of Rights Issues

Amendments to IFRIC 14: 
Prepayments of a Minimum Funding 
Requirement

IFRIC 19: 
Extinguishing    Financial         Liabilities
with Equity Instruments

Effective for annual periods begin-
ning on or after 1 July 2011.

Effective for annual periods begin-
ning on or after 1 July 2011.

Effective for annual periods begin-
ning on or after 1 January 2013.

Effective for annual periods begin-
ning on or after 1 January 2011.

Effective for annual periods begin-
ning on or after 1 February 2011.

Effective for annual periods begin-
ning on or after 1 February 2011.

Effective for annual periods begin-
ning on or after 1 February 2011.
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• IFRS 9 requires all recognised financial assets within the scope of IAS 39 Fi-
nancial Instruments: Recognition and Measurement to be subsequently mea-
sured at amortised cost or fair value. Specifically, debt investments held with-
in a business model with the objective to collect the contractual cash flows, 
and that have contractual cash flows that are solely payments of principal and 
interest on the principal outstanding, are generally measured at amortised 
cost at the end of subsequent accounting periods. All other debt investments 
and equity investments are measured at their fair values at the end of subse-
quent accounting periods. 

• The most significant effect of IFRS 9 regarding the classification and mea-
surement of financial liabilities relates to the accounting for changes in fair 
value of a financial liability (designated as at fair value through profit or loss) 
attributable to changes in the credit risk of that liability. Specifically, under 
IFRS 9, for financial liabilities designated as at fair value through profit or loss, 
the amount of change in the fair value of the financial liability attributable to 
changes in the credit risk of that liability is recognised in other comprehensive 
income, unless the recognition of the effects of changes in the liability’s credit 
risk in other comprehensive income would create or enlarge an accounting 
mismatch in profit or loss. Changes in fair value attributable to a financial 
liability’s credit risk are not subsequently reclassified to profit or loss. Previ-
ously, under IAS 39, the entire amount of the change in the fair value of the 
financial liability designated as at fair value through profit or loss was recog-
nised in profit or loss.

IFRS 9 is effective for annual periods beginning on or after 1 January 2013, 
with earlier application permitted.

The directors anticipate that IFRS 9 will be adopted in preparation of the 
Bank’s financial statements for the annual period beginning January 1, 2011 
and that the application of the new standard will have a significant impact on 
the amounts reported in respect of the Bank’s financial assets and financial 
liabilities. However, it is not practical to provide a reasonable estimate of that 
effect until a detailed review has been completed. 

The amendments to IFRS 7: Disclosures – Transfers of Financial Assets in-
crease

The amendments to IFRS 7 titled Disclosures – Transfers of Financial Assets 
increase the disclosure requirements for transactions involving transfers of 
financial assets. These amendments are intended to provide greater trans-
parency about risk exposures when a financial asset is transferred but the 
transferor retains some level of continuing exposure in the asset. The amend-
ments also require disclosures where transfers of financial assets are not 
evenly distributed throughout the period. 

The directors do not anticipate that these amendments to IFRS 7 will have a 
significant effect on the Bank’s disclosures regarding transfers of trade re-
ceivables previously effected. However, if the Company enters into other types 
of transfers of financial assets in the future, disclosures regarding those 
transfers may be affected. 
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IAS 24: Related Party Disclosures (as revised in 2009) modifies the defini-
tion of a related party and simplifies disclosures for government-related 
entities. 

The disclosure exemptions introduced in IAS 24 (as revised in 2009) do not af-
fect the Bank because the Bank is not a government-related entity. However, 
disclosures regarding related party transactions and balances in these finan-
cial statements may be affected when the revised version of the Standard is 
applied in future accounting periods because some counterparties that did not 
previously meet the definition of a related party may come within the scope of 
the Standard. 

The amendments to IAS 32: Classification of Rights Issues 

The amendments to IAS 32 titled Classification of Rights Issues address the 
classification of certain rights issues denominated in a foreign currency as 
either an equity instrument or as a financial liability. To date, the Bank has not 
entered into any arrangements that would fall within the scope of the amend-
ments. However, if the Company does enter into any rights issues within the 
scope of the amendments in future accounting periods, the amendments to 
IAS 32 will have an impact on the classification of those rights issues. 

IFRIC 19: Extinguishing Financial Liability with Equity Instruments

IFRIC 19 provides guidance regarding the accounting for the extinguishment 
of a financial liability by the issue of equity instruments. To date, the Bank has 
not entered into transactions of this nature. However, if the Bank does enter 
into any such transactions in the future, IFRIC 19 will affect the required ac-
counting. In particular, under IFRIC 19, equity instruments issued under such 
arrangements will be measured at their fair value, and any difference between 
the carrying amount of the financial liability extinguished and the fair value of 
equity instruments issued will be recognised in profit or loss.
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