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DEVELOPMENT OF DEPOSITS IN THE

JORDANIAN BANKING SYSTEM

ELIGIBLE DEPOSITS AT JODIC's MEMBER BANKS:

The balance of eligible deposits at JODIC's member banks JD 20266.4 million at the year-end 2020
compared to JD 19835.4 million at the year-end 2019 rose by 2.2%. These deposits represented
96.6% of total deposits denominated in Jordanian Dinar held by commercial banks which belong
to 2057.5 thousand depositors with an average deposit value of JD 9850.0 at the year-end 2020,
compared to 1996.2 thousand depositors with an average deposit value of JD 9937.0 a year earlier.

Non-eligible
3.4%

Eligible Deposits
96.6%

Eligible deposits represented 96.6% of total

deposits denominated in Jordanian currency held
by JODIC’s member banks at the year-end 2020.

FULLY INSURED DEPOSITS:

Fully insured deposits, equal to or less than JD Fifty thousand (50,000), amounted to JD 5131.0
million (25.3% of eligible deposits) at the year-end 2020, belong to 1998.8 thousand depositors
with an average deposit value of JD 2567.0 compared to JD 4939.8 million belong to 1939.6
thousand depositors with an average deposit value of JD 2547.0 at the year-end 2019. The
ratio of fully insured depositors to total eligible depositors reached 97.1% at the year-end 2020.

Insuring Deposits

Protects Your Future Savings



DEVELOPMENT OF DEPOSITS IN THE

JORDANIAN BANKING SYSTEM

PARTIALLY INSURED DEPOSITS:

Partially insured deposits, in excess of JD 50,000, amounted to JD 15135.4 million (74.7% of
eligible deposits) belong to 58.7 thousand depositors (2.9% of total eligible depositors), with
an average deposit value of JD 257862.0 at the year-end of 2020, compared to JD 14895.6
million, belong to 56.6 thousand depositors with an average deposit value of JD 263192.0
a year earlier.

THE MARKET SHARE OF ELIGIBLE DEPOSITS.

The market share of eligible deposits at the largest five-member banks: Arab Bank, Housing
Bank for Trade and Finance, Bank al Etihad, Jordan Kuwait Bank, and Jordan Ahli Bank
represented: 22.9%, 16.2%, 8.6%, 6.6%, and 6.3% respectively at the year-end 2020.

Eligible Deposits Market Share at the Largest Five JODIC's Member Banks

Arab Bank
Other Banks

Housing Bank

Jordan Ahli Bank for Trade and Finance

Jordan kuwait Bank

Bank al Etihad

JODIC's RESERVES:

The balance of JODIC'’s reserves reached JD 928.9 million at the year-end 2020, grew by JD
79.1 million ( 9.3%). These reserves cover (4.58%) of total eligible deposits and (11.52%) of
the insurance policy (reimbursement amount).
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DEVELOPMENT OF DEPOSITS IN THE

JORDANIAN BANKING SYSTEM

DEPOSIT INSURANCE FUND FOR ISLAMIC BANKS:

Development of Deposits at the Islamic Banks

Total deposits at the Islamic Banks reached JD 7257.0 million at the year-end 2020 compared
to JD 6587.7 million a year earlier, which increased by JD 669.2 million (10.2%). These deposits
belong to 1347.9 thousand depositors at the year-end 2020 compared with 1288.1 thousand
depositors a year earlier.

ELIGIBLE DEPOSITS AT ISLAMIC BANKS:

Total eligible deposits at Islamic Banks amounted to JD 7072.7 million (25.9% of total eligible
deposits in the banking system), belong to 1347.6 thousand depositors (39.6% of the total
eligible depositors in the banking system) at the year-end 2020.

Non-eligible Deposits
2.5%

Eligible Deposits
97.5%

FULLY INSURED DEPOSITS:

Fully insured deposits, equal or less than JD 50,000, reached JD 3186.4 million (45.1% of total
eligible deposits) at the year-end 2020, they belong to 1325.2 thousand depositors (98.3% of
total eligible depositors), with an average deposit value of JD 2404.0, compared to JD 2939.1
million belong to 1267.4 thousand depositors with an average deposit value of JD 2319.0
a year earlier.
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DEVELOPMENT OF DEPOSITS IN THE

JORDANIAN BANKING SYSTEM

PARTIALLY INSURED DEPOSITS:

Partially insured deposits, in excess of JD 50,000, reached JD 3886.2 million (54.9% of total
eligible deposits) at the year-end 2020, they belong to 22.4 thousand depositors (1.7% of total
eligible depositors) with an average deposit value of JD 173803.0, compared to JD 3505.9 million
belong to 20.3 thousand depositors with an average deposit value of JD 172416.0 a year earlier.

THE FUND’s RESERVES:

The reserves of the Deposit Insurance Fund for Islamic Banks amounted to JD 25.8 million at
the year-end 2020. These reserves cover 0.36% of total eligible deposits and 0.60% of the
Insurance policy.

Deposits Denominated in Foreign Currencies'’

Deposits denominated in foreign currencies in the banking system reached JD 8555.3 million
at the year-end 2020 compared to JD 8198.0 million a year earlier, increased by 4.4%. These
deposits belong to 258.2 thousand depositors at the year-end 2020, compared to 258.9
thousand depositors a year earlier. The average deposit value of foreign currency deposits
increased to JD 33138.0 at the year-end 2020 compared to JD 31668.0 a year earlier.

Total individuals' deposits represented 71.2% of total foreign
currencies deposits in the banking system at the year-end

2020.

1- Deposits denominated in foreign currencies are not insured by the Corporation. However, in accordance with the Article (32 /a) of
JODIC's Law, these deposits may be insured upon the decision of the Central Bank of Jordan (CBJ).

Insuring Deposits
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DEVELOPMENT OF DEPOSITS IN THE
JORDANIAN BANKING SYSTEM

Total Deposits Denominated in Foreign Currencies in the Jordanian Banking System

Sector Individuals Corporate Government
Deposits Average Deposits Average Deposits Average
Amount Deposit Amount Deposit Amount Deposit
(JD Million) (JD) (JD Million) (JD) (JD Million) (JD)
2019 5979.7 25791.0 2157.4 80048.0 60.8 908188.0
2020 6094.6 26379.0 2399.6 88656.0 61.1 899000.0
G;‘;‘gh 1.9% 2.3% 11.2% 10.8% 0.5% -1.0%

Distribution of Deposits denominated in Foreign Currencies Across Various Sectors

| Corporate

2020

B Government M Individuals

2019 26.3%

100%

0% 20% 40% 60% 80%

Deposits denominated in foreign currencies held at JODIC's member banks reached JD 7708.9
million (90.1% of total foreign currency deposits in the banking system) at the year-end 2020,
compared to JD 7385.6 million a year earlier, which increased by 4.4%. These deposits belong
to 219.3 thousand depositors at the year-end 2020 with an average deposit value of JD 35146.0
compared to 220.2 thousand depositors with an average deposit value of JD 33539.0 a year
earlier.

41



42

DEVELOPMENT OF DEPOSITS IN THE

JORDANIAN BANKING SYSTEM

The market share of deposits denominated in foreign currencies at the largest five JODIC’s
member banks: Arab Bank, Housing Bank for Trade and Finance, Bank al Etihad, Bank of
Jordan, and Capital Bank, represented: 36.4%, 14.5%, 9.2%, 5.1%, 5.0% respectively at
the year-end 2020.

Foreign Currency Deposits Market Share at the largest Five JODIC's Member Banks

Arab Bank

Other Banks
5.0% Housing Bank
) for Trade and Finance
Capital Bank 51% 9.2%
Bank of Jordan Bank al Etihad

Total deposits denominated in foreign currencies at Islamic Banks reached JD 846.4 million
(9.9%of total foreign currency deposits in the banking system) at the year-end 2020, compared
to JD 812.4 million a year earlier, which increased by 4.2%. These deposits belong to 38.8
thousand depositors with an average deposit value of JD 21794.0 compared to JD 21011.0
a year earlier.

Insuring Deposits
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THE CORPORATION'S FINANCIAL PERFORMANCE,

CAPITAL AND INVESTMENTS

JODIC continued throughout the year 2020 to boost its reserves' level to ultimately achieve
its mandatory requirements efficiently and effectively as deposit insurer and liquidator, and in
protecting depositors by insuring their deposits, encouraging savings, as well as enhancing
confidence in the Jordanian banking system.

JODIC's financial resources consist mainly of the annual membership fees contributed by
member banks (annual flat fee of 2.5 per thousand of total eligible deposits), in addition to the
returns on its investments, and any obtained loans or financial grants given to the Corporation
in accordance with the provisions of JODIC's Law. The percentage of annual membership
fees that will be collected during the year 2020 has continued modified to 1.75 per thousand
Accordance with the provisions of Article (12/c) of JODIC’s Law and its amendments.

JODIC invests its funds in securities issued or guaranteed by the Government in accordance
with the provisions of Article 24 (a) of JODIC’s Law. It utilizes the best investment opportunities
available in the primary market taking into account their term, yield-to-maturity (YTM) and
JODIC’s share of each issuance, along with the maturity structure of JODIC’s portfolio for the
purpose of managing the prospective opportunities as well as the reinvestment risk.

The interest rate structure in the market is closely monitored when diversifying portfolio
investments in order to achieve the best possible returns in both the medium and long terms.

The Financial Performance

Total owners’ equity increased to reach JD 932 million by the end of 2020 compared with
JD 853 million by the end of 2019. JODIC’s capital amounted to JD 3.15 million of which JD
(0.85) million was paid by the Government and JD 2.3 million was paid by member banks
(JD 100,000 as a non-refundabile initiation fee paid by each member bank).The accumulated
reserves by the end of 2020, generated from the annual surplus and premiums (annual
membership fees), formed the bulk of total owners’ equity and reached JD 929 million with
an increase of JD 79 million from the previous year. Annual membership fees collected from
member banks amounted to JD 35 million during the year 2020, compared with JD 33.8
million collected a year earlier and reflected 3.5% increase rate, while the net investments
income amounted to JD 44 million during 2020, compared with JD 41.6 million during 2019
with an increase of 5.8%.
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THE CORPORATION'S FINANCIAL PERFORMANCE,

CAPITAL AND INVESTMENTS

The Annual Membership Fees (2000-2020)
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To further mange its overhead expenses and enhance the reserves buildup, JODIC adopts a
medium term financial program with the assumption of decreasing the ratio of total overhead
expenses to investments income, this ratio reached to 3% by the end of 2020. Furthermore,
JODIC’s revenues and expenses are monitored and evaluated on an ongoing basis to ensure
the effective implementation of the annual budget that has been approved by the Board of
Directors (BOD) in accordance with the Provisions of Article 7 (a/5) of JODIC’s Law, as well as
to ensure compliance with the performance indicators adopted in its medium term financial
program.

Investment's Portfolio and Investment's Income

The outstanding value of JODIC’s Held-to-Maturity bonds portfolio increased to reach JD
915.3 million by the end of 2020 compared with JD 834.8 million a year earlier, with an increase
of JD 80.5 million and a growth rate of 9.6%.

The portfolio consists of:

» Treasury bonds with a value of JD 849.1 million; representing 92.8% of total
value of the portfolio.

» Public entities bonds with a value of JD 54 million; representing 5.9% of total
value of the portfolio.

e Treasury bills with a value of JD 12.2 million; representing 1.3% of total value of
the portfolio.

Insuring Deposits
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THE CORPORATION'S FINANCIAL PERFORMANCE,
CAPITAL AND INVESTMENTS

Outstanding balance of public debt instruments
portfolio amounted to JD 915.3 million representing
98.2% of the Corporation's total assets by the end
of 2020.

JODIC's Investments Portfilio (2000-2020)
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JODIC'’s total investments portfolio income amounted to approximately JD 45.3 million during
the year 2020 compared with JD 42.9 million during the year 2019, with an increase of 5.6%.
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THE CORPORATION'S FINANCIAL PERFORMANCE,

CAPITAL AND INVESTMENTS

JODIC's Total Investments Portfolio Income (2000-2020)
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JODIC's investments income from public debt

instruments amounted to approximately JD
45.3 million during the year 2020.

Portfolio's Yield- to- Maturity and Modified Duration:

The Yield-to-Maturity (YTM) of the portfolio decrease by 0.144% to reach 5.111% by the end
of 2020 compared with 5.255% a year earlier, and the modified duration increased to reach
4.234 year by the end of 2020 compared with 3.073 year from the previous year.

Yield- To- Maturity of the Corportation's Portfolio (2000-2020)
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THE CORPORATION'S FINANCIAL PERFORMANCE,

CAPITAL AND INVESTMENTS

Maturities of Financial Instruments:

By the end of 2020, the value of the redeemed bonds and bills amounted to approximately
JD 120.1 million. However, short term investments in JODIC's portfolio amounted to JD 73.7
million by the end of 2020.

Corporation’s Portfolio Redemption Schedule by the End of 2020
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Cash Account:

JODIC’s cash balances not invested in public debt instruments is deposited at the Central
Bank of Jordan (CBJ) in accordance with the Provisions of Article 24(b) of JODIC’s Law. The
balance of this account amounted to JD 1.02 million by the end of 2020.

Total Reserves:

The premiums contributed by member banks and investments income resulted in raising
JODIC'’s total reserves from JD 849.8 million by the end of 2019 to JD 929 million by the end
of 2020 With an increase of JD 79.2 million, or by 9,3%. This level of reserves formed 4.58%
of total eligible deposits amounting to JD 20266.4 million by the end of 2020, and 11.52% of
estimated reimbursement amount being JD 8065.8 million.
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THE CORPORATION'S FINANCIAL PERFORMANCE,

CAPITAL AND INVESTMENTS

JODIC's Reserves During (2000-2020)
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FINANCIAL PROGRAM - THE CORPORATION'S

STRATEGIC PLAN

FINANCIAL PROGRAM:

With the aim of evaluating and monitoring its institutional performance, JODIC frequently
updates its medium-term financial program, as part of its strategic plan, to ultimately achieve
its national and strategic objectives stipulated in protecting the vast majority of depositors,

encouraging savings, as well as enhancing confidence in the banking sector.

The financial program adopts both Guiding and Performance Indicators which operate through
an integrated system that sets the relationship between the inputs and the outputs. Inputs are
represented in relevant variables affecting JODIC's performance and based on subjective and
qualitative assumptions to project the program's financial indicators that estimate achieving
JODIC's objectives within a balanced time frame, particularly those pertaining to JODIC's
ability to build up a sufficient reserves level and to provide full protection for the vast majority

of depositors according to its mandates.

The financial program and relevant assumptions are reviewed annually in the light of
macroeconomic changes and JODIC's performance, with the purpose of projecting the future
values for relevant variables such as the annual growth rate of deposits and annual fees
collected from member banks, as well as the expected levels of interest rate on different debt

instruments.

The financial program enables JODIC to manage
its investments towards achieving its long - term

strategic goals.

Insuring Deposits
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FINANCIAL PROGRAM - THE CORPORATION'S

STRATEGIC PLAN

The financial program is based on two main sets of indicators to track the financial
developments which are as follows:

« Guiding indicators:
that are non-controllable by JODIC but affect directly its ability to fulfill its mandates
such as the growth rate of deposits subject to the provisions of JODIC's Law.

« Performance Indicators:
reflect the actual performance of JODIC, and are based on variables that are controllable by
the Corporation and affect as well its mandates' fulfillment such as the return on JODIC's
investments.

As per the Performance Indicators, they include the following key indicators:
1- Reserves to total deposits subject to the provisions of JODIC’s Law:

This ratio reached 4.58% by the end of 2020 compared to 4.28% by the end of 2019, it's expected
to increase annually under the assumption that long-term average annual growth rate of deposits
denominated in Jordanian Dinar is approximately 3.7%.

2- Reserves to estimated reimbursement amount:

This ratio reached 11.5% by the end of 2020 compared to 10.9% by the end of 2019. Moreover,
this reserve ratio is expected to increase annually which is harmonized with achieving JODIC's
objectives in providing protection for the vast majority of depositors, encouraging savings,
enhancing confidence in the banking system, and thus contributing to the financial stability in the
Kingdom.

3- Overhead expenses to net and total investments income:

These two ratios are decreased to 3.1% and 3.0% by the end of 2020 compared to 3.2% and
3.1% respectively by the end of the year 2019.

4- Overhead expenses to cash flow from operations:

This ratio decreased to 3.0% by the end of 2020 compared to 3.3% by the end of the year 2019,
this ratio is expected to decrease annually as a result of cost-cutting policy adopted by JODIC.

The desired Outcome

The financial program's desired outcome is represented in providing a mechanism of evaluating
the Corporation’s actual performance against the expected results of the financial program, with
the purpose of fulfilling JODIC's mandates efficiently and effectively in accordance with its Law.

The financial program results, by
2020, indicate the possibility to

increase reserves ratio annually.
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FINANCIAL PROGRAM - THE CORPORATION'S

STRATEGIC PLAN

Medium Term Financial Program - Performance indicators:

2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027
Deposits subject to the
provisions of JODIC's Law 19,094 | 19,067 | 19,835 | 20,266 | 21,250 | 22,034 | 22,847 | 23,691 | 24,565 | 25,471 | 26,411
(JD million).
Estimated reimbursement
7,464 | 7,328 | 7,770 | 8,066 | 8,654 | 9,284 | 9,961 | 10,687 | 11,466 | 12,301 | 13,198
amount (JD million).
JODIC’s reserves (JD
691 774 850 929 1029 | 1138 | 1258 | 1388 | 1530 | 1684 | 1851
million).
JODIC’s reserves to deposits
subject to the provisions of 3.6 4.1 4.3 4.6 4.8 5.2 5.5 5.9 6.2 6.6 7.0
the Law (%).
JODIC'’s reserves to
estimated reimbursement 9.3 10.6 10.9 11.5 11.9 12.3 12.6 13.0 134 13.7 14.0
amount (%).
Estimated reimbursement
amount to deposits subject
39.1 38.4 39.2 39.8 40.7 421 43.6 451 46.7 48.3 50.0
to the provisions of JODIC's
Law (%).
Overhead expenses to total
revenues from investments 3.8 3.4 3.1 3.0 23 22 21 2.0 2.0 1.9 1.9
(%).
Overhead expenses to net
4.0 3.5 3.2 3.1 2.3 2.2 2.1 2.0 2.0 2.0 1.9
investments income (%).
Overhead expenses to cash
4.3 3.7 3.3 3.0 2.6 2.3 2.2 2.1 2.1 2.0 2.0
flow from operations (%).
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PUBLIC AWARENESS & REGIONAL AND

INTERNATIONAL CONTRIBUTIONS

The year 2020 marked the twenty-year anniversary of JODIC’s establishment, crowning its
achievements of developing the Corporation’s mandates as stipulated in the amended version of
JODIC's Law, and enhancing public awareness efforts about the deposit insurance system in the
Kingdom despite the limitations to reach the target audience due to coronavirus pandemic.

In celebration of the 20" year anniversary, JODIC presented a shield of appreciation to
H.E. Mr. Fayez H. Kalboneh, the Assistant Director General for his efforts and dedicated
work throughout his professional career since JODIC’s establishment. Also, JODIC honored
distinguished employees for the year 2019, and pins holding JODIC’s logo were distributed
to the employees.

Furthermore, introductory materials were prepared: animated video about JODIC’s business
nature was published on the Corporation’s Facebook page and an introductory pop up page was
designed on the homepage of JODIC’s website along with a printed banner on this occasion.
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Also, overthe year 2020, JODIC continued its public awareness efforts in enhancing collaboration
with member banks and relevant parties, and diversifying its means of communication to achieve
public awareness objectives. An interview with JODIC’s Director General was published in the
Union of Arab Banks magazine that highlighted the Corporation’s objectives, mandates, and
the amendments to JODIC’s Law, in addition to publishing its annual report for the year 2019
along with publishing advertisements for bank membership and the financial statements of
both the Corporation and the Deposit Insurance Fund for Islamic banks. Furthermore, JODIC
is always keen to interact with the audience and update information uploaded on its main
electronic channel; the website and the e-government portal.

At the international and regional levels, JODIC participated in many events held virtually and
organized by the International Association of Deposit Insurers (IADI), such as the 19" Annual
General Meeting (AGM), during which Mr. Yury Isaev the General Director of the State Corporation
Deposit Insurance Agency (DIA)- Russian Federation was elected as Chairman of IADI, the
meetings of the Executive Council, Council Committees, technical committees, as well as the
meetings of the Middle East and North Africa (MENA) Regional Committee.

In september 2020, JODIC participated in the webinar organized jointly by the Financial Stability
Institute (FSI) and the IADI about the risks to the banking sector during Covid-19 pandemic and
its impacts on deposit insurers and the actions adopted for addressing that negativities and the
measures that the resolution authorities were taking to ensure that they are ready to effectively
respond to bank failures during the pandemic. Also, there were discussions about the impact
on FinTech growth, challenges and opportunities for deposit insurers and resolution authorities.
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors

Deposit Insurance Corporation

Legal Entity with Financial and Administrative Independence
Amman- Jordan

Opinion

We have audited the financial statements of Deposit Insurance Corporation, Legal Entity with
Financial and Administrative Independence, (the Corporation), which comprise the statement
of financial position as at 31 December 2020, the statement of revenues and expenses,
statement of changes in equity and statement of cash flows for the year ended, and notes to
the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Corporation as at 31 December 2020, and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Opinion

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

Other Matter

The financial statements for the year ended 31 December 2019 were audited by another
auditor and an unqualified opinion was issued on them on 18 June 2020.
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Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exist.
Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

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

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

61



FINANCIAL STATEMENTS AND INDEPENDENT

AUDITOR'S REPORT FOR JODIC FOR THE YEAR
ENDED 31 DECEMBER 2020

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Amman - Jordan
16 May 2021
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Statement of Financial Position as at 31 December 2020

ASSETS

Current Assets

Current account at central Bank of Jordan 1,026,571 595,541
Accrugd interests of financial assets at 11,326,330 13,007,817
amortized cost

Other debit balances 7,082 6,891
Financing and housing loans granted to 6 58,540 58,540
employees — short term

Financial assets at amortized cost — short term 7 73,744,008 120,351,570
Total Current Assets 86,162,531 134,020,359
Non-current Assets

Financing and housing loans granted to

employees — long term 6 945,934 1,004,474
Financial assets at amortized cost — long term 7 841,531,213 714,434,494
Property and equipment 8 3,450,826 3,567,212
Total Non-Current Assets 845,927,973 719,006,180
TOTAL ASSETS 932,090,504 853,026,539
LIABILITIES AND EQUITY

Liabilities

Other credit balances 37,760 48,992
Total Liabilities 37,760 48,992
EQUITY

Paid in Capital 9 3,150,000 3,150,000
Reserves 10 928,902,744 849,827,547
Total Equity 932,052,744 852,977,547
TOTAL LIABILITIES AND EQUITY 932,090,504 853,026,539
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Statement of Revenues and Expenses for the Year Ended 31 December 2020

Revenues

Membership fees 11 35,019,191 33,772,422
Interset of financial assets at amortized cost 45,314,699 42,888,862
]Ic-rlg:qsihn(?d;‘iirr:gr;gznrsevenues and Interest revenue 21.191 25 861
Sjsi? from sale of financial assets at amortized 58.869 )
Others 22,538 7,131
Total revenues 80,436,488 76,694,276
Administrative expenses 12 (1,361,291) (1,322,423)
Excess in revenues over expenses 79,075,197 75,371,853
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Statement of Changes in Equity for the Year Ended 31 December 2020

FET Reserves

Capital
2020
Balance at 1 January 2020 3,150,000 | 849,827,547 | 852,977,547
Excess in revenues over expenses - 79,075,197 79,075,197
Balance as at 31 December 2020 3,150,000 | 928,902,744 | 932,052,744
2019
Balance at 1 January 2019 3,300,000 | 774,455,694 | 777,755,694
Decrease in capital* (150,000) - (150,000)
Excess in revenues over expenses - 75,371,853 75,371,853
Balance as at 31 December 2019 3,150,000 | 849,827,547 | 852,977,547

* Based on the amended Law of the Deposit Insurance Corporation law No. 8 of 2019, it was
decided to establish a deposit insurance fund for Islamic banks and that the Corporation will
pay a total of 150,000 Jordanian dinars deducted from the government's contribution to the
Corporation's capital.

65



66

FINANCIAL STATEMENTS AND INDEPENDENT

AUDITOR'S REPORT FOR JODIC FOR THE YEAR

ENDED 31 DECEMBER 2020

Operating Activities

Statement of Cash Flows for the Year Ended 31 December 2020

Excess in revenues over expenses 79,075,197 75,371,853
Adjustments:

Depreciation 122,251 120,718
Gain from sale of property and equipment (53) (811)
Gain from sale of financial assets (58,816) -

Interest revenues

(45,314,699)

(42,888,862)

Working capital changes:

Other debit balances

(191)

1

Other credit balances

(11,232)

14,997

Net cash from operating activities

33,812,457

32,618,396

Investing Activities

Purchase of financial assets at amortized cost

(451,267,735)

(239,372,391)

Maturity of Financial assets at amortized cost 120,102,894 165,433,827
Proceed from sale financial assets at amortized cost 250,734,500 -
Proceed from sale of property and equipment 71 329
Financing and housing loans granted to employees 58,540 51,496
Interest received 46,996,186 41,316,613
Purchase of property and equipment (5,883) (32,378)
Net cash flows used in investing activities (33,381,427) (32,602,504)
Financing Activities

Amount paid to deposit ins.urarlme fund for Islamig Banks | i (150,000)
from the government contribution to the corporation’s capital

Net cash flows used in financing activities - (150,000)
Net increase (decrease) in cash and cash equivalents 431,030 (134,108)
Cash and cash equivalents, beginning of the year 595,541 729,649
Cash and cash equivalents, end of the year 1,026,571 595,541

- Board of Directors decision No. (2/2020) dated May 5, 2020 approves the sale of government

securities amounted to JD 300,000,000.
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Notes to the Financial Statements 31 December 2020

(1) GENERAL

The Corporation was established on September 17 2000 as a legal entity with financial and
administrative independence by virtue of law number 33 and its amendments.

The corporation aims to protect bank depositors by insuring their deposits under the provisions
of this law, in order to encourage savings, promote confidence in the banking system and
contribute to maintain banking and financial stability in the Kingdom. This is done by ensuring
that depositors have access to their deposits in any bank to be liquidated within the limits set by
the law, which aims in its entirety to compensate the depositors up to fifty thousand Jordanian
Dinars. Moreover, to urge senior depositors to impose their own and additional supervision on
banks alongside the ongoing monitoring carried out by the Central Bank of Jordan.

The following deposits are not subject to the provisions of law:
- Government deposits.
- Interbank deposits.
- Cash collaterals within the limits of the value of the extended facilities guaranteed by the
said collaterals.

The Corporation only insures bank deposits in Jordanian Dinars with an amount not exceeding
fifty thousand Jordanian Dinars per depositor per member bank. Member banks are represented
in all Jordanian banks and the branches of foreign banks operation in the Kingdom, with
expectation to the branches of Jordanian banks operating outside the Kingdome.

The Corporation shall as well insure bank deposits in any foreign currency that the Central Bank
shall decide to make subject to the provisions of this law.

The Corporation sources of fund consist of the following:
- Annual membership fees paid by the banks to corporation.
- Return on investments of the Corporation’s funds.
- Any loans obtained by the corporation in accordance with the provisions of this law.
- Any financial grants shall be given to the corporation with the approval of the Central Bank’s
Board of directors. In the event that these grants are provided by non - Jordanian parties, the
approval of the Council of Ministers must be obtained.
- Any refunds received by the corporation from liquidation proceedings or as a result of any
of the procedures stipulated in Article No. (38 bis) of this law.

(2) BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements have been prepared in accordance with International Financial
Reporting Standards, as issued by the International Accounting Standard Board.

The financial statements have been prepared on a historical cost basis.

The financial statements are presented in Jordanian Dinar, which represents the functional
currency of the corporation.
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(3) CHANGES IN ACCOUNTING POLICIES

The accounting policies used in the preparation of the financial statements are consistent
with those used in the preparation of the annual financial statements for the year ended 31
December 2019 except for the adoption of new standards effective as of 1 January 2020 (If

any):

Amendments to IFRS 3: Definition of a Business

The amendment to IFRS 3 Business Combinations clarifies that to be considered a business,
an integrated set of activities and assets must include, at a minimum, an input and a substantive
process that, together, significantly contribute to the ability to create output. Furthermore, it
clarifies that a business can exist without including all of the inputs and processes needed
to create outputs. These amendments had no impact on the financial statements of the
corporation but may impact future periods should the corporation enter into any business
combinations.

The amendments have been applied to transactions that are either a business merger or the
acquisition of assets whose acquisition date is on or after the start of the first annual reporting
period that began on or after January 1, 2020. Consequently, the corporation has not required
to review these transactions that occurred on earlier periods. Early application is permitted
and must be disclosed.

These amendments had no impact on the corporation’s financial statements.

Amendments to IAS 1 and IAS 8: Definition of “Material”

The IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors to align the definition
of ‘material’ across the standards and to clarify certain aspects of the definition. The new
definition states that, ’Information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of general-purpose
financial statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity.

These amendments had no impact on the financial statements of the Corporation.
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Amendments to IFRS 7, IFRS 9 Interest Rate Benchmark Reform

Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7 includes a number
of reliefs, which apply to all hedging relationships that are directly affected by interest rate
benchmark reform. A hedging relationship is affected if the reform gives rise to uncertainties
about the timing and or amount of benchmark-based cash flows of the hedged item or the
hedging instrument.

These amendments have no impact on the financial statements of the Corporation.

Amendments to IFRS 16 Covid-19 Related Rent Concessions

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS
16 Leases. The amendments provide relief to lessees from applying IFRS 16 guidance on
lease modification accounting for rent concessions arising as a direct consequence of the
Covid-19 pandemic. This relates to any reduction in lease payments which are originally due
on or before 30 June 2021. As a practical expedient, a lessee may elect not to assess whether
a Covid-19 related rent concession from a lessor is a lease modification.

The amendment applies to annual reporting periods beginning on or after 1 June 2020. Earlier
application is permitted.

The Corporation did not have any leases impacted by the amendment.
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(4) SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents
For the purpose of the statement of cash flows, cash and cash equivalents consist of cash in
hand, bank balances.

Offsetting

Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position only when there is a legally enforceable right to set off the
recognized amounts and intends to either settle on a net basis, or to realize the asset and
settle the liability simultaneously.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any impairment
in value. Land is not depreciated, property and equipment are depreciated when its ready to
use on a straight-line basis over the estimated useful lives of the assets using the following
depreciation rates.

%
Building 3
Furniture and fixtures 10-15
Cars 15
Tools, office, equipment and software 10-25

When the recoverable amount of any property and equipment is less than its net book value,
its value is reduced to its recoverable value and the impairment value is recorded in the
statement of comprehensive income.

The useful life and depreciation method are reviewed periodically to ensure that the method
and period of depreciation are commensurate with the expected economic benefits from
property and equipment

Fair value

The Fund measures it investments in subsidiaries and investments in associates at fair value
at each reporting date.

For investments and derivatives quoted in an active market, fair value is determined by
reference to quoted market prices.

For financial instruments where there is no active market, fair value is normally based on one

of the following methods:

- Comparison with the current market value of a highly similar financial instrument.

- The expected cash flows discounted at current rates applicable for items with similar terms
and risk characteristics.

- Options pricing models.
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The fair value revaluation methods reflect market expectations and take into consideration
the market factors and any risks or accepted benefits when investments are estimated. In
case the fair value of an investment cannot be reliably measured, it is stated at cost less
impairment in the value, if any.

A. FINANCIAL ASSETS AT AMORTIZED COST
Financial assets at amortized cost must be measured if the following conditions are met:

- Financial assets are measured at amortized cost only if these assets are held within a
business model whose objective is to hold the assets to collect their contractual cash flows.

Assets at amortized cost is recorded at cost upon purchase plus acquisition expenses, the
premium/ discount (if any) is amortized by using the effective interest rate method records on
the interest or for its account. Any provisions resulted from impairment in its value is deducted
and any impairment in its value is recorded in the statement of income.

The amount of the impairment consists of the difference between the book value and present
value of the expects future cash flows discounted at the original effective interest rate.

Financial reclassification from / to this item may be carried out in the case of an International
Financial Reporting Provider (and in my case a Financial Reporting Provider) before the
due date of registration as a result of the sale in the revenue and expenses statement in a
separate item and disclosed in accordance with International Financial Reporting Standards
in particular).

B. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
- Equity investments that are not held for sale in the near future.

- These financial assets are initially measured at their fair value plus transaction costs.
Subsequently, they are measured at fair value. Gains or losses arising on subsequent
measurement of these equity investments including the change in fair value arising from non-
monetary assets in foreign currencies are recognized in other comprehensive income in the
statement of changes in equity. The gain or loss on disposal of these asset are reclassified
from fair value reserve to retained earnings and not through income statement.

These financial assets are not subject to impairment testing.

Dividend income is recognized in the statement of income.
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Accounts payable
Liabilities are recognized for amounts to be paid in the future for goods or services received,
whether billed by the supplier or not.

Revenue recognition

The annual subscription fees from banks are recognized in the ratio of 1.75 per thousand of
the total deposits which subject to the provision of law.

Rental income is recognized using the straight-line method over the term of the lease.

Other income is recognized according to the accrual basis.

Expenses are recognized according to the accrual basis.

Interest income is calculated on the accrual basis, based on the time periods due, the principal
amounts and the interest earned rate.

Impairment of non-financial assets

The Corporation assesses at each reporting date whether there is an indication that an asset
may be impaired. If any such indication exists, or when annual impairment testing for an asset
is required, the Corporation makes an estimate of the asset's recoverable amount. An asset's
recoverable amount is the higher of an asset's or cash-generating unit's fair value less costs
to sell and its value in use and is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or groups
of assets. Where the carrying amount of an asset exceeds its recoverable amount, the asset
is considered impaired and is written down to its recoverable amount. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. In determining fair value less costs to sell, an appropriate valuation
model is used. These calculations are corroborated by valuation multiples, quoted share
prices for publicly traded subsidiaries or other available fair value indicators.
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Housing loans

The loan / housing finance is granted to build or buy housing inside the Kingdom at an interest
rate 5% annually, and the loan and its interest must be paid within a period not exceeding
thirty years from the date of granting it, provided that the employee's age does not exceed
seventy years at the end of this period.

(5)SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Corporation’s financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts recognised in the
financial statements and disclosure of contingent liabilities. However, uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment
to the carrying amount of the asset or liability affected in future periods.

(6) FINANCING AND HOUSING LOANS GRANTED TO EMPLOYEES

Movement on financing and housing loans provided to employees during the
year is as follows:

2020 2019
JD JD

Financing and loans balance at the beginning of the year 1,063,014 | 1,114,510
The amount of financing and loans provided during the year - 5,350
Interest added on loan balances during the year 16,380 21,050
Finance revenues 4,811 4,811
The amount of financing and loan proceeds during the year (79,731) (82,707)
Financing and loans balances at the end of year 1,004,474 1,063,014
Housing financing and loans granted — current 58,540 58,540
Housing financing and loan granted — non - current 945,934 1,004,474
Financing and loans balances at the end of year 1,004,474 1,063,014

This item represents the value of the remaining balance of housing financing and loans granted
to eighteen employees of the Corporation as in December 31, 2020 and December 31, 2019,
loans were granted to employees with a first-class insurance mortgage guarantee for the
Deposit Insurance Corporation in accordance with the provisions of Article 116-Paragraph (b)
of administrative instructions for personnel affairs and amendments.
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(7) FINANCIAL ASSETS AT AMORTIZED COST

31 December 2020

Short Term Long term
JD JD

Treasury bonds 61,497,483 787,531,213 849,028,696
Treasury bills 12,246,525 - 12,246,525
Water Authority Bonds - 30,000,000 30,000,000
National Electricity . 24,000,000 24,000,000
Corporation Bonds

73,744,008 841,531,213 915,275,221

31 December 2019

Short Term Long term
JD JD

Treasury bonds 96,800,000 657,434,494 754,234,494
Treasury bills 23,551,570 - 23,551,570
Water Authority Bonds - 33,000,000 33,000,000
National !Electrlcny . 24,000,000 24,000,000
Corporation Bonds

120,351,570 714,434,494 834,786,064

- The average interest rates on bonds ranging between 2,983%-7,999% per year for 2020
(between 3,47 %-7,999% for 2019).

- The average interest rate on treasury bills ranging between 2,212%-4,441% for 2020 (between

3,571%-4,441% for 2019).

- The details of total financial assets in the extinguished cost by credit rating categories are as follows:

31 December 2020

Level 1 Level 2 Level 3 Total
JD JD JD JD
FINANCIAL ASSETS 915,275,221 ) i 915,275,221
AT AMORTIZED COST
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(8) Property and Equipment

Computers
and
telecommunication

Furniture
Building and

Projects
Vehicles in

decorations progress

Cost

As at 1

1,157,050 | 3,796,769 183,440 118,865 57,657 18,000 5,331,781
January 2020

Additions - - 300 1,683 - 4,000 5,883

Disposals - - (131) (15,393) - - (15,524)

As at 31
December 1,157,050 | 3,796,769 183,609 105,055 57,657 22,000 5,322,140
2020

Accumulated
Depreciation

As at 1

January 2020 - 1,436,043 181,267 89,604 57,655 - 1,764,569

Deprecation
charge for the - 113,903 325 8,023 - - 122,251
year

Disposals - - (131) (15,375) - - (15,5006)

As at 31
December - 1,549,946 181,461 82,252 57,655 - 1,871,314
2020

Net book
value - As at
31 December
2020

1,157,050 | 2,246,823 2,148 22,803 2 22,000 | 3,450,826
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Computers

. Projects
Buildin Furniture and and Vehicles ijn
9 decorations telecommunication progress

Cost

As at 1 January 2019 1,157,050 3,796,769 185,922 120,416 57,657 - 5,317,814
Additions - - 399 13,979 - 18,000 32,378
Disposals - - (2,881) (15,530) - - (18,411)

As at 31 December

2019 1,157,050 3,796,769 183,440 118,865 57,657 18,000 5,331,781
Accumulated
Depreciation -
As at 1 January 2019 - 1,322,140 183,856 98,593 57,655 - 1,662,244
Deprecation charge for

- 113,903 291 6,524 - - 120,718
the year
Disposals - - (2,880) (15,513) - - (18,393)
As at 31 December
2019 - 1,436,043 181,267 89,604 57,655 - 1,764,569
Net book value -
As at 31 December 1,157,050 2,360,726 2,173 29,261 2 18,000 3,567,212

2019
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9) CAPITAL

This account represents non-refunds of JD 100,000 from each bank member of the
Corporation. In addition to a payment from the Jordanian government of 1,000,000 dinars.
It was subsequently decided on the basis of the amended Law of the Deposit Insurance
Corporation No. 8 of 2019 to establish a deposit Insurance fund for Islamic banks, and it was
decided that the Corporation would pay 150,000 dinars paid by the Corporation and deduct
it out of the government's contribution to the Corporation's capital to 850,000 dinars.

(10) RESERVES

According to the requirements of the articles 18 and 19 of the Deposit Insurance Corporation
law No, 33 for the year 2000 and its amendments, the corporation must:

- Act to from reserves for itself amounting to 3% of the total deposits subject to the provisions
of this law, The Council of ministry may, based on the recommendation of the corporation’s
Board of Directors, decide to increase the set-limit for the corporation’s reserves, If the
corporation’s reserves do not reach the set-limit within the period of ten years from the
enforcement of this law, or if the corporation’s reserves fall short of the set limit after having
reached it, or if bank is to be liquidated before the corporation’s reserve reach the set limit, the
corporation’s Board of Directors may increase the bank’s annual membership fee for banks
stipulated by the law.

If the corporation reserves exceed the limit prescribed by law, corporation’s Board of Directors
may lower the annual membership fee or exempt banks from paying the fee for one year or
more as the circumstances require.

(11) MEMBERSHIP FEES

During the year, the corporation collected annual subscription fees from the banks at a rate of
1.75 per thousand of the total deposits subject to the provisions of the law, with the exception
to the following deposits,

- Government deposits,

- Interbank deposits,

- Cash collaterals within the limits of the value of the extended facilities guaranteed by the
said collaterals,

- Pursuant to the Corporation’s Board of Directors decision number (15/2019) on November 27,

2019, the annual subscription fees paid by the banks to the corporation under the provision of

paragraph (A) of article no, (12) of Deposit Insurance Corporation law have been continued to

be collected by (1,75) per thousand of the total deposits subject to the provisions of the law.
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(12) ADMINISTRATIVE EXPENSES

2020

JD

2019
JD

Salaries and wages 639,012 596,123
End of service indemnity 175,259 179,036
Depreciation (note 8) 122,251 120,718
Social security contribution 73,187 67,975
Water and electricity 61,069 65,914
Health insurance 58,039 59,629
Corporation contribution in saving fund 50,576 47,275
Subscriptions 29,705 25,302
Security 21,618 21,528
Members and secretary Board of Director’s remunerations 18,600 18,600
Professional fees 19,600 16,000
Cleaning 15,831 14,411
Training 800 13,506
Maintenance 16,954 12,787
Fuel 10,554 12,549
Insurance 12,341 11,589
Corporation’s contribution on social activity committee 9,585 11,344
Travel and transportation 1,699 5,911
Government fees and licenses 5,760 5,760
Advertisements 6,571 4,235
Hospitality 3,304 3,682
Stationary 4,402 3,325
Telephone, fax and internet 2,280 3,324
Other 2,294 1,900
Total 1,361,291 | 1,322,423
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(13) CONTINGENT LIABILITIES

Credits and guarantees
The Corporation does not have potential obligations of credits and guarantees as of December
31, 2020 and December 31, 2019.

Law suits against the corporation:
There are no cases brought against the Corporation as of December 31, 2020 and December
31, 2019.

(14) INCOME TAX

In accordance with the Deposit Insurance Corporation Act No. (33) of 2000 and its amendments,
the corporation has been exempted from income tax, in accordance with Article (27) of the Act.

(15) RISK MANAGEMENT

Interest rate risk
The Corporation is exposed to interest rate risk on it’s assets interest bearing (e.g bank
deposits).

The sensitivity of the statement of comprehensive income is the effect of the assumed changes
in interest rates on the Corporation’s profit for one year, based on the floating rate financial
assets held at 31 December 2019 and 2020.

The corporation is not at risk of interest as all investments in the extinguished cost carry fixed
interest rates.

Credit risk

This is the risk that other parties will fail to discharge their obligations to the corporation, the
corporation is not exposed to credit risk as there are no customers’ balances outstanding, the
corporation holds its bank accounts with reputable banks.

Liquidity risk

The corporation limits its liquidity risk by ensuring bank facilities are available.
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The table below summarizes the maturities of the corporation financial liabilities at 31
December 2020 and 2019, (undiscounted payments) based on contractual maturity and
current interest rates.

Less than 3to 12
3 months months

Year ended 31 December 2020
Other current liabilities 37,760 - 37,760
Total 37,760 - 37,760

Less than 3to 12
3 months months

Year ended 31 December 2019

Other current liabilities 48,992 - 48,992
Total 48,992 - 48,992

(16) CAPITAL MANAGEMENT

The main objective of managing the corporation capital is to ensure that appropriate
capital ratios are maintained in a way that supports the organization's activity and
maximizes property rights.

The Corporation manages the capital structure and makes the necessary adjustments to
itin light of changes in working conditions. The Corporation has not made any adjustments
to the objectives, policies and procedures relating to capital structure during the current
year and the previous year.

The items included in the capital structure are paid-up capital, reserves totaling JD
932,052,744 as of 31 December 2020 compared to JD 852,977,547 as of 31 December
2019.

The Corporation paid 150,000 dinars to the Deposit Insurance Fund for Islamic banks
and was deducted from the government's contribution to the Corporation's capital to
850,000 dinars.
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(17) STANDARDS ISSUED BUT NOT YET EFFECTIVE

The standards and interpretations that are issued but not yet effective, up to the date of
issuance of the Corporation’s financial statements are disclosed below, The Corporation
intends to adopt these standards, if applicable, when they become effective,

IFRS 17 Insurance Contracts

IFRS 17 provides a comprehensive model for insurance contracts covering the recognition
and measurement and presentation and disclosure of insurance contracts and replaces
IFRS 4 -Insurance Contracts, The standard applies to all types of insurance contracts
(i,e, life, non-life, direct insurance and re-insurance), regardless of the type of entities that
issue them, as well as to certain guarantees and financial instruments with discretionary
participation features, The standard general model is supplemented by the variable fee
approach and the premium allocation approach,

The new standard will be effective for annual periods beginning on or after 1 January
2023 with comparative figures required, Early application is permitted provided that the
entity also applies IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17.

The amendments are not expected to have a material impact on the corporation.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify
the requirements for classifying liabilities as current or non-current, the amendments
clarify:
- what is meant by a right to defer settlement,
- the right to defer must exist at the end of the reporting period
-that classification is unaffected by the likelihood, that an entity will exercise its deferral right,
- and that only if an embedded derivative in a convertible liability is itself an equity
instrument would the terms of a liability not impact its classification,

The amendments are effective for annual reporting periods beginning on or after 1
January 2023 and must be applied retrospectively.

The amendments are not expected to have a material impact on the Corporation.
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Reference to the Conceptual Framework - Amendments to IFRS 3
In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference
to the Conceptual Framework, The amendments are intended to replace a reference to
the Framework for the Preparation and Presentation of Financial Statements, issued in
1989, with a reference to the Conceptual Framework for Financial Reporting issued in
March 2018 without significantly changing its requirements.

The Board also added an exception to the recognition principle of IFRS 3 to avoid the
issue of potential ‘day 2’ gains or losses arising for liabilities and contingent liabilities that
would be within the scope of IAS 37 or IFRIC 21 Levies, if incurred separately.

At the same time, the Board decided to clarify existing guidance in IFRS 3 for contingent
assets that would not be affected by replacing the reference to the Framework for the
Preparation and Presentation of Financial Statements.

The amendments are effective for annual reporting periods beginning on or after 1
January 2022 and apply prospectively.

The amendments are not expected to have a material impact on the Corporation.

Property, Plant and Equipment: Proceeds before Intended Use - Amendments to IAS 16
In May 2020, the IASB issued Property, Plant and Equipment — Proceeds before Intended
Use, which prohibits entities from deducting from the cost of an item of property, plant
and equipment, any proceeds from selling items produced while bringing that asset to
the location and condition necessary for it to be capable of operating in the manner
intended by management, Instead, an entity recognises the proceeds from selling such
items, and the costs of producing those items, in profit or loss.

The amendment is effective for annual reporting periods beginning on or after 1 January
2022 and must be applied retrospectively to items of property, plant and equipment
made available for use on or after the beginning of the earliest period presented when
the entity first applies the amendment.

The amendments are not expected to have a material impact on the Corporation.
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Onerous Contracts - Costs of Fulfilling a Contract - Amendments to IAS 37
In May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity
needs to include when assessing whether a contract is onerous or loss-making.

The amendments apply a “directly related cost approach”, The costs that relate directly to
a contract to provide goods or services include both incremental costs and an allocation
of costs directly related to contract activities.

General and administrative costs do not relate directly to a contract and are excluded
unless they are explicitly chargeable to the counterparty under the contract.

The amendments are effective for annual reporting periods beginning on or after 1
January 2022, The Corporation will apply these amendments to contracts for which it
has not yet fulfilled all its obligations at the beginning of the annual reporting period in
which it first applies the amendments.

The amendments are not expected to have a material impact on the Corporation.

IFRS 9 Financial Instruments - Fees in the "10 per cent’ test for derecognition of financial

liabilities
As part of its 2018-2020 annual improvements to IFRS standards process the IASB
issued amendment to IFRS 9, The amendment clarifies the fees that an entity includes
when assessing whether the terms of a new or modified financial liability are substantially
different from the terms of the original financial liability, These fees include only those
paid or received by the borrower and the lender, including fees paid or received by either
the borrower or lender on the other’s behalf, An entity applies the amendment to financial
liabilities that are modified or exchanged on or after the beginning of the annual reporting
period in which the entity first applies the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January
2022 with earlier adoption permitted.

The amendments are not expected to have a material impact on the Corporation.
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IBOR reform Phase 2
IBOR reform Phase 2, which will be effective on 1 January 2021, includes a number
of reliefs and additional disclosures, the reliefs apply upon the transition of a financial
instrument from an IBOR to a risk-free-rate (RFR).

Changes to the basis for determining contractual cash flows as a result of interest rate
benchmark reform are required as a practical expedient to be treated as changes to a
floating interest rate, provided that, for the financial instrument, the transition from the
IBOR benchmark rate to RFR takes place on an economically equivalent basis.

IBOR reform Phase 2 provides temporary reliefs that allow the Corporation’s hedging
relationships to continue upon the replacement of an existing interest rate benchmark
with an RFR, The reliefs require the Corporation to amend hedge designations and hedge
documentation, This includes redefining the hedged risk to reference an RFR, redefining
the description of the hedging instrument and / or the hedged item to reference the RFR
and amending the method for assessing hedge effectiveness, Updates to the hedging
documentation must be made by the end of the reporting period in which a replacement
takes place, For the retrospective assessment of hedge effectiveness, the Corporation
may elect on a hedge by hedge basis to reset the cumulative fair value change to zero,
The Corporation may designate an interest rate as a non-contractually specified, hedged
risk component of changes in the fair value or cash flows of a hedged item, provided
the interest rate risk component is separately identifiable, e,g,, it is an established
benchmark that is widely used in the market to price loans and derivatives, For new
RFRs that are not yet an established benchmark, relief is provided from this requirement
provided the Corporation reasonably expects the RFR to become separately identifiable
within 24 months, For hedges of groups of items, the Corporation is required to transfer
to subgroups those instruments that reference RFRs, Any hedging relationships that
prior to application of IBOR reform Phase 2, have been discontinued solely due to IBOR
reform and meet the qualifying criteria for hedge accounting when IBOR reform Phase 2
is applied, must be reinstated upon initial application.
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(18) COMPARATIVE FIGURES

Some of the 2019 financial statements numbers have been re-classed to match the 2020
financial statements, the re-class had no impact on reserves and equity for 2020.

(19) THE IMPACT OF THE CORONA PANDEMIC (COVID-19) ON THE
CORPORATION

As a result of the continued impact of COVID-19 on the global economy and various
business sectors and the accorporating restrictions and procedures imposed by the
Jordanian government, neighboring countries and the rest of the world, the corporation’s
activities may be affected by global developments that currently affect various economic
and geographical sectors.

The pandemic has not had a substantial impact on the corporation’s activities, the
established revenues are imposed by law, consisting of annual subscription fees paid by
member banks to the corporation, as well as investment returns from bonds and fixed
interest rates.
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Financial Statements & Independent Auditor’s Report for

the Deposit Insurance Fund for Islamic Banks for
the Year Ended 31 December 2020

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors

Deposit Insurance Fund for Islamic Banks
Legal Entity

Amman- Jordan

Opinion

We have audited the financial statements of Deposit Insurance Fund for Islamic Banks, (the
Fund), which comprise the statement of financial position as at 31 December 2020, and the
statement of revenues and expenses and statement of changes in equity and statement of
cash flows for the year ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Fund as at 31 December 2020, and its financial performance
and its cash flows for the year then ended in accordance with Islamic Financial Accounting
Standards as issued by the Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI).

Basis for Opinion

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

Other Matter

The financial statements for the year ended 31 December 2019 were audited by another
auditor and an unqualified opinion was issued on them on 18 June 2020.
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Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with Islamic Financial Accounting Standards as issued by the Accounting and
Auditing Organization for Islamic Financial Institutions (AAOIFI), and for such internal control
as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exist.
Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

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

+ ldentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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+ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Fund'’s internal control.

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

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

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

We communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Amman - Jordan
16 May 2021
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Statement of Financial Position As at 31 December 2020

ASSETS

Current Assets

Current account at Central Bank of Jordan 26,342,068 10,401,172
TOTAL ASSETS 26,342,068 10,401,172
LIABILITIES AND EQUITY

Liabilities

Accrued expenses 1,000 1,000
TOTAL LIABILITIES 1,000 1,000
EQUITY

Paid in Capital 4 550,000 550,000
Reserves 5 25,791,068 9,850,172
Total Equity 26,341,068 10,400,172
TOTAL LIABILITIES AND EQUITY 26,342,068 10,401,172

Statement of Revenues and expenses For the year ended 31 December 2020

For the period since
inception 1 April 2019 until

31 December 2019

Membership fees 15,953,571 9,857,611
Administrative expenses (12,675) (7,439)
Excess of revnues over 15.940.896 9,850,172
expenses for the year
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Statement of Changes in equity For the year ended 31 December 2020

Pai<_1 in Reserves
Capital*
JD JD

For year ended 31 December 2020 Balance at 1
January 2020
Capital paid 550,000 | 9,850,172 | 10,400,172
Excess of revnues over expenses - 15,940,896 | 15,940,896
Balance as at December 31, 2020 550,000 | 25,791,068 | 26,341,068
For period ended 31 December 2019 ) i i
Balance as on 1 April 2019 (upon incorporation)
Capital paid 550,000 - 550,000
Excess of revnues over expenses - 9,850,172 | 9,850,172
Balance as at December 31, 2019 550,000 9,850,172 | 10,400,172

*This account represents non-refunds of JD 100,000 from each Islamic bank member at the
Fund, in addition to a payment of JD 150,000 from the government's contribution to deposit
insurance corporation’s capital.
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Statement of Cash flows For the year ended 31 December 2020

For the period since

inception 1 April 2019
until 31 December 2019

JD JD
Excess of revnues over expenses 15,940,896 9,850,172
Operating activities
Working Capital Changes-
Accrued expenses - 1,000
Net cash from operating activities 15,940,896 9,851,172
Financing activities
Capital paid - 550,000
Net cash from financing activities - 550,000
Net cash in cash and cash equivalents 15,940,896 10,401,172
Cash and cash equivalents, beginning of the 10,401,172 )
year
Cash and cash equivalents, end of the year | 26,342,068 10,401,172

92 Insuring Deposits

Protects Your Future Savings



Financial Statements & Independent Auditor’s Report for

the Deposit Insurance Fund for Islamic Banks for
the Year Ended 31 December 2020

Notes to the financial statements 31 December 2020
(1) GENERAL

The fund was established on 1 April 2019 as a legal entity by virtue of the amending
law of the Deposit Insurance Corporation law number 8 for the year 2019, it will be
managed by Deposit Insurance Corporation. The relationship between the fund and the
corporation shall be on the basis of Wakalah bi al ajr “agency with fee”, and all matters
of this relationship shall be governed by a decision of the board. The fund’s strucutre is
compliant with the principles of Solidarity and cooperation Benefits (Takaful and Ta’awun).
Therefore, the fund’s financial resources that are paid by Islamic banks, deposit holders
and the corporation shall be considered as Donations (tabarru’).

The corporation aims, through the Deposit Insurance Fund for Islamic Banks; to protect
depositors at Islamic banks by insuring their deposits under the provision of this law, in
order to encourge savings, promote confidence in the banking system and contribute
to maintain banking and financial stability in the Kingdom. This is done by ensuring that
depositors have access to their deposits in any Islamic bank to be liquidated within
the limits set by the law, which aims in its entirely to compensate depositors up to fifty
thousand Jordanian Dinars. Moreover, to urge senior depositors to impose their own and
additional supervision on Islamic banks alongside the ongoing monitoring carried out by
the Cenrtal Bank of Jordan.

The financial resources of the Fund consist of the following:

- Annual membership fee paid by Islamic banks.

- Returns on the investments of the Fund.

- Any Qard Hasan received by the Fund.

- Any financial grants given to the Fund with the approval of the Central Bank’s Board of
Directors.

The Council of Ministers’ approval must be also obtained if the grant is given by a non-
Jordanian agency.

The fund of the Deposit Insurance Fund for Islamic Banks shall be transferred, in case

of liquidation, to the Zakat Fund in the kingdom after covering all expenses and losses
related to the Fund.
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(2) BASIS of PREPARATION of FINANCIAL STATEMENT

The accompanying financial statements of the Fund have been prepared in accordance with
the Financial Accounting Standards issued by the Accounting and Auditing Organization
for Islamic Financial Institutions (AAOIFI), and in the absence of Financial Accounting
Standards issued by the Accounting and Auditing Organization for Islamic Financial
Institutions relating to financial statements items, the International Financial Reporting
Standards and related interpretations are applied in conformity with the Shari’a standards,
pending the promulgation of Islamic Standards therefor.

The financial statements have been prepared on a historical cost basis.

The financial statements have been presented in Jordanian Dinars "JD", which is the
functional currency of the Fund.

CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted in the preparation of the financial statements are
consistent with those followed in the preparation of the Fund financial statements for the
year ended 31 December 2019, except for the adoption of the following standards:

Islamic Financial Accounting Standard 30 (Impairment and Credit Losses and
Onerous Commitments)

The 2014 International Financial Reports Standard (9) was implemented on the date of the
mandatory application of the standard on January 1, 2018, where the Fund applied the
requirements of the expected credit loss model under the instructions of the Central Bank
of Jordan No. (13/2018) on June 6, 2018.

OnJanuary 1, 2020, the Fund applied the requirements of The Islamic Financial Accounting
Standard (30) in compliance with the instructions of the Central Bank of Jordan (6/2020) on
5 July 2020 and did not result in any material differences from the International Financial
Reporting Standard (9).

This standard defines accounting principles and disclosure requirements for reduced
financial assets and expected credit losses on various credit exposures, investments, and
other assets of Islamic financial institutions and related allocations in accordance with the
best practices followed globally.

This standard also resulted in recommendations for changes and improvements in
reserve accounting represented by risk reserves in accordance with Financial Accounting
Standard 35", which must be adopted simultaneously with the same effective date as the
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30 th financial accounting standard. Both financial accounting standard 30 and Financial
Accounting Standard 35 replace the previous financial accounting standard No. 11 for
"allocations and reserves."

Islamic Financial Accounting Standard 35 (Risk Reserves)

The standard provides a comprehensive model for recognition, measurement, presentation
and clarification sought regarding risk reserves. The standard applies to risk reserves
of Islamic financial institutions to mitigate exposure to credit risk, market risk, equity
investment risk, rate of return or movable business risks face stakeholders.

The Fund has implemented the requirements of Financial Accounting Standard 35 on risk
reserves and the implementation did not have an impact on the Fund’s financial statements.

Islamic Financial Accounting Standard 33 (Investing in Sukuk, Shares and Similar
Instruments)

Financial Accounting Standard (33) "Investing in Sukuk, Shares and Similar Instruments"
replaces Islamic Financial Accounting Standard No. 25, which identifies the types of main
instruments for Shariah compliant investments and identifies accounting processes in
accordance with the characteristics of the fund’s business model under which investments
are managed, and aims to establish principles for classification, recognition, measurement,
presentation, disclosure of investment in sukuk, shares and other similar instruments.

The Fund has implemented the requirements of Islamic Financial Accounting Standard 33
for investments in sukuk, shares and similar instruments and the implementation did not
have an impact on the Fund’s financial statements.

Financial Accounting Standard 34 for the preparation of financial reports for
sukuk-holders

This standard defines the accounting principles and financial reporting requirements for
the underlying assets of the Sukuk instrument. It requires the source to prepare funding
reports or asking to prepare it as needed under this standard.

The Fund has implemented the requirements of Islamic Financial Accounting Standard 34

for the preparation of financial reports for sukuk holders and the implementation did not
have an impact on the Fund’s financial statements.
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SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents:
For the purpose of the statement of cash flows, cash and cash equivalents include cash
on hand and bank balances

Revenues and expenses recognition:
It is recognized that the annual membership fees collected from banks by law is two and
a half per thousand of total deposits subject to the provisions of the law.
Other income is recognized according to the accrual basis.
Expenses are recognized according to the accrual basis.

Foreign Currencies:
Transactions in foreign currencies during the year are recorded at the exchange rates
prevailing on the date of the transactions. The balances of financial assets and liabilities
in foreign currencies are also transferred at the rates of exchange prevailing on the date of
the statement of financial position.).

Any gains or losses are recognized within the income statement.

Provisions
Provisions are recognized when the fund has a present obligation (legal or constructive) at
the date of the financial statements arising from a past event and the costs to settle the
obligation are both probable and able to be reliably measured.

Fair value
The closing prices (purchase of assets / sale of liabilities) on the date of the financial
statements in active markets represent the fair value of the instruments that have market
prices. In the absence of advertised prices, no active trading of some instruments, or
inactivity of the market, their fair value is estimated in a number of ways, including:

-comparing it to the current market value of a financial instrument that is substantially
similar to it.

-Analyzing future cash flows and discounting the expected cash flows with a percentage
used in a similar financial instrument.

-Option pricing models.
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Valuation methods aim to obtain a fair value that reflects market expectations and takes
into account the market factors and any expected risks or benefits when assessing the
value of financial instruments.

Offsetting
Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position only when there is a legally enforceable right to set off the
recognized amounts and the Fund intends to either settle on a net basis, or to realize the
asset and settle the liability simultaneously.

(3) Use of ESTIMATES

The preparation of the financial statements requires management to make estimates
and assumptions that affect the reported amounts of financial assets and liabilities and
disclosure of contingent liabilities. These estimates and assumptions also affect the
revenues and expenses and the resultant provisions as well as fair value changes reported
in shareholders’ equity and unrestricted account holders’ equity. In particular, considerable
judgment by management is required in the estimation of the amount and timing of future
cash flows. Such estimates are necessarily based on assumptions about several factors
involving varying degrees of judgment and uncertainty and actual results may differ as a
result of changes in conditions and circumstances of those estimates in the future.

(4) CAPITAL

This account represents non-refunds of JD 100,000 from each Islamic bank member of
the Fund. In addition to a payment of 150,000 dinars from the government's contribution
to the capital of deposit Insurance Corporation.

(5 RESERVES

This item consists of the following:

‘ 31 December 2020 ‘ 31 December 2019

‘ JD ‘ JD
“Takaful” portfolio of Mutual Fund Accounts 13,755,168 5,248,317
“Takaful” portfolio of Credit Accounts 12,035,900 4,601,855
Total 25,791,068 9,850,172
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(6) MEMBERSHIP FEES

The Fund meets an annual subscription fee from Islamic banks of 2.5 per 1,000 of the total
deposits subject to the provisions of Law No. (33) of 2000 and its amendments and the
subscription fee consists as follows:

For the period

31 December since inception 1
2020 April 2019 until 31
December 2019

Membership fees of “Takaful” portfolio of
Mutual Fund Accounts 8,513,615 5,252,281
Mem.bershlp fees of “Takaful” portfolio of 7,439,956 4,605,330
Credit Accounts
Total 15,953,571 9,857,611

(7) ADMINISTRATIVE EXPENSES

For the period
31 December since inception 1
2020 April 2019 until 31

December 2019

Wakala}h bi al ajr “agency WI.'[h f?e for 5,000 3,750
Deposit Insurance Corporation

Professional fees 6,000 3,083
Advertisments and subscribtion to local 1,654 550
newspapers

Stationery and printings 21 56
Total 12,675 7,439

* These amounts represent the expenses of a (wakalah bi al ajr) paid annually in the amount
of JD 5,000 to the Deposit Insurance Corporation.
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(8) INCOME TAX
In accordance with the Deposit Insurance Corporation Act No. (33) of 2000 and its

amendments, the Fund has been exempted from income tax, in accordance with Article
(27) of the Act.

(99 CONTINGENT LIABILITIES

Credits and guarantees
The Fund does not have potential liabilities for credits and guarantees as of December 31,
2020 and December 31, 2019.

Cases against the Fund:
There are no cases brought against the Fund as of December 31, 2020 and December 31,
2019.

(10) Risk MANAGEMENT

Interest rate risk

The Fund is not exposed to interest rate risks on its assets that includes interest such as
bank deposits.

The sensitivity of the comprehensive income list represents the impact of expected

assumed interest rate changes on the Fund's one-year profit, calculated based on financial
assets with a variable interest rate as at December 31, 2020 and 2019.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss.

The fund is not exposed to credit risk as it maintains balances with leading banking
institutions. (at the Central Bank of Jordan).
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Liquidity risk

The Fund limits its liquidity risk by ensuring bank facilities are available.

The table below summarises the maturities of the Fund’s financial liabilities undiscounted as
at 31 December 2020 and 2019 based on remaining contractual maturity and current market
interest rates:

Less than 3
months

As at 31 December 2020

Accrued expenses 1,000 1,000

Total 1,000 1,000

Less than 3
months

As at 31 December 2019

Accrued expenses 1,000 1,000

Total 1,000 1,000

(11) CAPITAL MANAGEMENT

The main objective of managing the fund's capital is to ensure that appropriate capital
ratios are maintained in a way that supports the fund's activity and maximizes equity.

The Corporation manages the capital structure and makes the necessary adjustments to it
in light of changes in working conditions. The Corporation has not made any adjustments
to the objectives, policies and procedures relating to capital structure during the current
year and the previous year.
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The items included in the capital structure are paid-up capital, reserves totalling JD
26,341,068 as of December 31, 2020 compared to JD 10,400,172 as of December 31,
2019.

(12) STANDARDS ISSUED BUT NOT YET EFFECTIVE

The standards and interpretations that are issued but not yet effective, up to the date of
issuance of the financial statements are disclosed below.

Financial Accounting Standard 31 Investment Agency (Al-Wakala Bi Al-Istithmar)
This standard intends to define the accounting principles and reporting requirements for
investment agency (Al-Wakala Bi Allstithmar) transactions and instruments, in the hands
of both the Rab Al-Mal and the (Wakeel). this standard shall be effective beginning on or
after 1 January 2021, with early adoption permitted.

The standard requires the Rab Al-Mal to evaluate the nature of the investment as either

a) a pass-through investment or
b) wakala venture.

A pass-through investment is an investment in which the involvement of the Wakeel, as
well as, the options for transferability of the instrument are limited and the investor (Muakel)
principally takes a direct exposure on the underlying assets. An investor (Muakel) shall
apply the pass-through investment approach for its investments in an investment agency
instruments; unless it opts to apply the wakala venture approach.

Under this approach, the principal (Muakel) shall initially recognize the assets underlying
the wakala arrangement in its books of account applying the initial recognition principles
as applicable in line with respective FAS.

The principal (Muakel) may opt to apply the wakala venture approach if, and only if, the
investment agency contract meets any of the conditions required under certain conditions.

Under this approach, an investment shall be accounted for in the books of the investor
(Muakel) who applying the “equity method of accounting”; where the investment shall be
recognized initially at cost and subsequently shall be measured at the end of the financial
period at carrying amount and shall be adjusted to include the investor’s share (Muakel) in
profit or loss of the wakala venture.
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From the agent (Wakeel) perspective, the standard requires that at inception of the
transaction the agent (Wakeel) shall recognize an agency arrangement under off-
balance sheet approach since the agent does not control the related assets / business.
However, there are exceptions to off-balance sheet approach where by virtue of additional
considerations attached to the instrument based on investment agency may mandate the
same to be accounted for as on-balance sheet.

Financial Accounting Standard FAS 32 (ljarah)
This standard supersedes FAS 8 “ljarah and ljarah Muntahia Bittamleek”. The standard
aims at setting out principles for the classification, recognition, measurement, presentation
and disclosure of ljarah type transactions including their different forms entered into by an
institution, in both the capacities of lessor and lessee.

This standard shall be effective beginning or after 1 January 2021, with early adoption
permitted.

(13) IMPACT of the CORONA PANDEMIC (COVID-19) ON THE FUND

As a result of the continued impact of COVID-19 on the global economy and various
business sectors and the accompanying restrictions and procedures imposed by the
Jordanian government, neighbouring countries and the rest of the world, the Fund's
activities may be affected by global developments that currently affect various economic
and geographical sectors.

The COVID pandemic has not had a substantial impact on the FUND's activities. The
Fund's management considers that it retains the liquidity necessary to meet its obligations
upon maturity for at least one year from the date of these financial statements.
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