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TheBank’sVision

Our Vision

TheHousingBank for Trade& Finance(HBTF)isthepreferred bank for customers.

Our Mission

Provideinnovated banking servicesof high quality to our retail and cor por ate customers, which
meet their needs and exceed their expectations, in line with the latest developments in
inter national financial & bankingmarkets.
Our Policy

Adopts total quality management T.Q.M to enhance the value of the firm, financially and

socially, andincreaseROE in or der tobecomealeader in domestic & regional banking mar kets.

Our CoreValues
Customer satisfaction, welfareof employees, rewar d for quality performanceand teamwork.



L eader ship in Banking

The Housing Bank for Trade & Finance (HBTF), founded in 1973 is considered a model for
successful inter Arabinvestments. It hasbeen aleader initscommitment tostrategicthinkingin
bank management, innovation & technology utilization. Thus, the bank was able to achieve
successand then excellencein banking.

It wasdescribed by Arab & Foreign bankersasone of traditional & electronic banking market
markers. It has a sound track record, leading position in local market & high international
ratings.

Thefollowingisahighlight of thebank’sachievements:-

(1)- Strong capitalization with wide Arab & Islamic shareholdings. It is ranked first in
Jordan in terms of capital, which amountsto JD* (100) million and shar eholder s equity of JD
(279.1) million

(2)- The largest retail bank in Jordan, according to certain international rating agencies,
withitswiderangeof diver sified products& delivery channels.

(3)- Thelargest branch network in Jordan, with 101 branches, of which 96in Jordan, 4in
Palestineand onein Bahrain.

(4)- Leader in banking technology. It wasdescribed by certain inter national rating agencies
asaleader in E-banking.

(5)-High International Ratings:

* The bank maintained for the third timethe rating of BBB on domestic strength, one of the
highest among Jor danian banks, and wasraised from BB- to BB on foreign currency long-term
liabilities, along with therisein sovereign rating limit, by M/S Capital I ntelligence. Outlook was
stable, inthelatest ratingreport issued in Sept. 2003.

* Thebank got arating of (BB) on long-term foreign currency liabilities, and (B) on short-term
foreign currency liabilitiesfrom M/SFitch Ratingsin 2003.

(6)- Domestic& Arab Awards:

* Thebank won ( Bank of theyear-Jordan) 2003 award from TheBanker / Financial Times
Group.

* Thebank won KingAbdullah Il Award for Excellence2000, thehighest national awar d.

* [twontheArab Quality Awar d 2001.

* |t won excellenceawar d from E-Jor dan 2002 confer ence.

* |t was the first and only bank in Jordan & Arab world to acquire the 1SO 9001 /2002
inter national quality certificate, new version.

* OneJD =USD 1.41, pegged.



In order to achieve its strategic goals by applying the concepts of strategic planning,
management by objectives and building cor porate cultur e, the bank also adopts a strategy for
excellence, tobeapplied intheyear 2004. Main guidelinesof thisstrategy areasfollows:

(A)- Excellence in relations with shar eholder s by achieving sustained growth in ROE, ROA
andimprovingassetsquality.

(B)-Excellencein customer srelation by meeting their needs, achieving customer satisfactionin
order toreachloyalty.

(C)-Excellencein products, services & delivery channelsto meet retail & corporate customer
needs, aiming to providetheright product for theright customer, at theright price& timeand
through theright delivery channel.

(D)-Excellence in operations through making substantial changes in policies & procedures
accordingtomoder nbankingindustry standar ds.

(E)-Excellencein human resour ces management to build qualified, motivated and innovative
staff.

(F)-Excellencein competition.

(G)-ExcdlenceinIT & itsutilization.

(H)-Excdllencein risk management including bankingriskssuch ascredit, market & liquidity
risksin view of Badell requirementsaswell ascommercial risks such as strategic, operational,
legal andreputation risks.



CHAIRMAN’sSTATEMENT

Dear Shareholders;

The economic environment has always been full with challenges that motivate banks for
achieving sustained growth and outstanding performance. Our bank has proved its ability and
adaptability with change and developments of the economic environment. The bank’s
performancein theyear 2003 was distinguished. It has maintained itsleading position in local
banking market and accomplished good achievements and growth rates in various banking
activities.

| havethe pleasureto present to you the 30th annual report. Whilereviewing the financial
statements in our annual report, you will find out that our bank made increasing & balanced
growthratesinmajor financial indicators. Thebank’sbalancesheet showed increased growth as
total assetsroseto JD (2,020.1) million asof December 31,2003, a growth of JD (247.1) million or
(13.9%).

Thebank continued to strengthen its capital base with additional funds. Reservesincreased
& shareholdersequity grew by JD (13.9) million or (5.2%). It amounted to JD (279.1) million, at
theend of 2003. Thus, thebank hasmaintained thefirst rank accor dingtothisindicator in local
banking market. Variousreservescontributed to high capital adequacy ratioi.e(26.03%) at the
bank, exceeding by far the Central Bank of Jordan minimum requirement i.e (12%) and B.l.S
minimum standard ratioof (8%).

At the same time, net operating revenues rose significantly to JD (89.4) million in 2003, a
growth of JD (11.8) million or (15.2%). Net operatingincomeroseto JD (31.6) millionin 2003, a
growth of JD (2.9) million or (10%). Non-interest incomealsorosetoJD (23.7) millionin 2003, a
substantial growth of JD (9.8) million or (70.3%).

Net income befor e tax and feesamounted to JD (31.706) million in the year 2003, a growth of
JD (1.575) million or (5.2%). Net income amounted to JD (22.51) million, growth of JD (564)
thousand or (2.6%).

Despite theincreased competition on saving & deposits attraction, the bank maintained its
leadingposition, and itstotal depositsgrew to JD (1,576) million, agrowth of JD (209.9) million or
(15.4%).

The bank continued playing its active role in economic development by providing credit &
financetomeet themar ket needs, with focuson good & low-risk lending oppor tunities, in order to
maintain a high-quality loan portfolio. Total loans and credit facilities granted to retail &
corporate customers including large, medium and small businesses amounted to JD (359.9)
million, in theyear 2003.

The bank’s outstanding per formance and achievements in 2003 came as translation of the
wise direction and policies, set by the board of directors, and efficiently implemented by the
executivemanagement. Major guidelineswer e: theadoption of strategicplanning, continuous



development of products& services, in order to meet market trendsand the needsof retail &
corporatecustomers. Thebank alsorelied on I T development aswell asqualifying & trainingits
human resour ces.

Inregard to external expansion, theyear 2003 witnessed thefirst expansion of the bank into
potential Arab markets, through the opening of abranch in Bahrain Kingdom, which isthefirst
HBTF branchin Arab Gulf region. Moreover TheHousingBank for Trade& Finance/Algeria,
wasopened, whichisasubsidiary of HBTF/ Jor dan, with astakeof( 52%).

Proceduresfor establishing the“International Bank for Trade& Finance(IBTF)”in Syria, a
subsidiary of HBTF/Jor dan with (49%) stake, werecompleted. Thenew bank got alicenseform
the Syrian cabinet and commercial registration. Itisexpected tostart operationsin first quarter
of 2004 after registration at the Central Bank of Syria.

A representative office was opened in Baghdad / Iraq. It will act asa marketing center & a
connection between HBTF & Iraqi banksespecially thosewith cooper ation agr eements, aswell as
providingbanking products& tradefinanceservicesto Iraqgi cor porations& businessmen.

In view of these results, the board of directors recommends paying a dividend of (15%) to
shareholders. We acknowledge full responsibility for the soundness of the financial statements,
and providing effective control system in the bank. We assure you there are no substantial
matter s, which may adver sely affect thebank’sper formancein thenext fiscal year 2004.

| would like to take this opportunity to express sincere thanks and gratitude to our
government for cooper ation with thebanking system. | would particularly expressthankstothe
Central Bank of Jordan, for following an active monetary policy, leading to the stability of
monetary conditionsand the Jordanian Dinar exchangerate, and for itscontinuousdevelopment
of thebanking system.

| would also extend thanks and appr eciation for our Arab major shareholdersrepresenting
Kuwait Real Estate Investment Group, Sheikh Khalid Salim Bin Mahfouz Group, Social
Security Corporation of Jordan, Libyan Arab Foreign Bank, the supreme board of economic
affairs & investment / Gov. of Qatar, the governments of Iran Islamic Republic & Sultanate of
Oman. In conclusion, | would like to thank the bank’s executive management, as well as all
employees, in Jordan, Palestine & Bahrain branches, who are alwaysloyal and make relentless
efforts.

May God guide usin serving our ingtitution & country under theleader ship of His M aj esty
KingAbdullah the Second Bin Hussein and HisRoyal HighnessCrown PrinceHamzah.

Zuhair Khouri
Chairman of theBoard
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Oper ations Results

Theyear 2003 witnessed many challengesresulting from international & regional political &
economic changes, which had negative strategic effects on the world economiesin general, and
theregion economiesin particular.

Theserapid changeshad affected many inter national & regional banks, but HBTF wasableto
copewith such changesandroseup tochallenges.

Thebank achieved balanced growth ratesin different per formanceindicator sand maintained
its leading position in domestic banking market, while balancing between risk and return,
improving service quality and customer satisfaction. Productivity & operating efficiency
improved through risk control, operations streamlining and cost reduction. The bank’s
keennesstodevelopitsi T, helpedit tolead themarket inintroducing new e ectronic productsand
delivery channels, which areexpanding in today’sbanking industry, asaresult of globalization,
IT & communicationsrevolution.

Major Financial Indicators
Theexecutivemanagement’scommitment toitswell advised strategic plan helped thebank to
maintainitsleader shipinlocal bankingmar ket.

Balance Shest
The bank’s balance sheet showed increased growth. Total assets mounted to JD(2,020.1)
million at theend of 2003, against JD (1,773) million at theend of 2002, agrowth of (13.9%).

Shareholder sequity

The bank continued in strengthening its capital base as reserves were increased, and
shar eholder sequity amounted to JD (279.1) million, at theend of 2003, against JD (265.2) million,
at theend of 2002, agrowth of (5.2%). Thus, thebank maintained thefir st rank, accordingtothis
criterioninlocal bankingmarket.

Capital Adequacy

Thebank alwaysenjoyed high capital adequacy ratios. It isnow (26.03%), which exceeds by
far the minimum standard ratio required by the Central Bank of Jordan i.e (12%) and B.I.S
minimumratioof (8%). Theseresultsconfirmthat HBTF hasstrong capitalization.

It isworth mentioning thebank wasranked (55) accor ding to soundness (capital / assets) ratio
among the largest 1000 bank in the world, in the ranking made by the BANKER magazine /
Financial TimesGroupinitsJuly 2003/ issue.

Net Interest & Commission Income
Net interest & commission income increased to JD (65.7) million in 2003, against JD (63.7)
millionin 2002, agr owth of (3.1%).



Non-Interest Income
Non-Interest incomeamounted to JD (23.7) million in 2003, against JD (13.9) million in 2002, a
growthrateof (70.3%).

Operating Revenues
Net operating revenues rose to JD (89.4) million in 2003, against JD (77.6) million in 2002, a

growth of (15.2%).

Net Operatingl ncome
Net operating income increased and amounted to JD (31.6) million in 2003, against JD (28.8)
millionin 2002, a gr owth of (10%).

Net | ncomebeforeTax

The bank maintained its balanced & sustained growth of profitability, despite the decline of
interest rates on domestic, regional and international levels and despite the difficult local and
regional operation environment. Net income beforetax & feesamounted to JD (31.7) million in
2003, against JD (30.1) million in 2002.Net incomeamounted to JD (22.51) million in 2003, against
JD (21.95) millionin 2002.

Assets Growth Shar eholders Equity Growth

In million of JD s Inmillion of JD s

1999 2000 2001 2002 2003 1999 2000 2001 2002 2003
1549 1623.2 1708.8 1773 2020.1 2395 236.3 256.5 265.2 279.1

—/

Deposits

Despite increased competition, the bank maintained its leading position in attracting various
types of deposits, especially saving accounts. The bank hasfurther enlarged its wide depositor
base, which was always a characteristic of its deposits structure, and attracted new retail &
corporate customers. This was the result of the trust it enjoys among various categories of
Jordanian Society, and its financial soundness as well as various marketing and developed
promotion efforts.

Total depositsat thebank increased to JD (1,576) million at theend of 2003 against JD (1,366.1)
million at theend of 2002.



Regarding the bank’sleading rolein attracting households deposits, it has maintained itsfirst
rank in saving depositsin the past quarter century despitetheincreased competition. The bank
continued in developing its saving accounts prizes system (lottery scheme) as well as prizes of
Kinzcertificatesand other saving programs.

The saving accounts balances at the bank recorded substantial growth in 2003. In thisregard
thebank’sshareis(46.9%) of total saving accountsbalancesat the Jor danian banking system or
(88.2%) of thoseat other oper atingbanksin Jordan.

Deposits Growth
In million of JD s

1999 2000 2001 2002 2003

1183 1265.8 1313.2 1366.1 1576

Major Financial I ndicatorsof the Bank (1999 - 2003)

In million of JD s

Item / Year 1999 2000 2001 2002 2003

Cash, & at Banks 658.0 7219 62310 67610 886.90
Total Loans & Credit Facilities/ Net 609.1 5566 584.70 60010 628.00
Customer s Deposits 1,123.1 1,209.4 1,239.30 1,280.40 1,526.50
Interbank Deposits 509 564 7390 8570 49.50
Total Deposits 1,183.0 1,265.8 1,313.20 1,366.10 1,576.00

Capital & Reserves (Shareholders’ Equity) ~ 239-° 2363 25650 26520 279.10
Net Income (after Tax) 176 118 2194 2195 2251

Total Assets/ Liabilities 1,549.0 1,623.2 1,708:80 1,773.00 2,020.10




Retail Banking Services

Astheretail bankingisthekey strategic activity for the bank, theretail action plan for 2003,
drafted according to the wise direction of the board, was successfully implemented by the
executivemanagement includingmany marketing & promotioninitiatives.

Theyear 2003 haswitnessed adramatic changein retail activities, through theintr oduction of
many new retail banking products and services including traditional & electronic ones. The
bank’sretail products arethe most developed and diversified in the local banking market, and
designed to meet customers needs, realize customer satisfaction and convert it to loyalty. With
theintroduction of new products, intensified selling & crossselling initiativeswere made aswell
asdeveloping of branchesand oper ation center stoimproveser vicequality from high to excellent.
Inthisregard, certain international rating agenciesdescried HBTF asthelargest retail bank in
Jordan.

ElectronicBanking Products& Delivery Channels:

The bank continued its E-banking leadership in 2003 as ATM network efficiency was
improved and ATM serviceswer ediver sified. Thebank’sATM networ k provideservicesar ound
the clock and distributed in front of branches, commercial centers, malls, universities and
crowded areas, all over Jordan. Volume of electronic transaction rose to form 75% of all cash
transactions.

Prepaid cards including Cool Net card for access to the Internet, Ma’ak Card for
communications, and Farah I nternet Card wereintroduced and sold through the bank’s ATM
networ k, which is the largest in Jordan and consists of 150 machines, 4 of which are drive
through. Thebank also oper atesthefirst mobileATM on avan, which wasintroduced in theyear
2002.

Visa Electron Cards, issued to customers, exceeded half million, and the bank got an
appreciation award from Visa International. Thiscard enable holdersto get service, from 800
thousand ATMs and pay for their purchasesthrough P.O.S machinesin more than 20 million
shopping centersin Jordan & around theworld. Moreover, work started on the second phase of
I nter net banking/ cor porateto provide commer cial banking services (E-commer ce/ E-business)
to corporations, in addition tothe diversification of Internet retail banking services, provided to
individualsto 32 products.

E-payment Module of Jordan telecommunication bills and social security subscriptions
payment through the Internet were also introduced. |skan S.M.S through mobile phones was
developed & Iskan Internet shopping card was introduced in Bahrain Kingdom by our branch
there.

Theproductsprovided by our threevirtual branchesin Amman wer edeveloped aswell asour
Call Center, which now providesmor ethan 50 servicesat theright timeé& placefor customers.

Contact Center project will be completed in 2004 by implementing the second phase (Out
Bound) of Call Center in order to be utilized as selling and promotion conduit (Phone Sale
Center). Phone & home bank services were diversified as well as mobile bank, which will be
developed in 2004 using WAP-Cash technology,to enable subscribersusetheir mobile phonesin
payment for their purchases.



Therewasasignificant increasein thenumber of credit car dsissued by thebank in 2003, asthe
result of concerted marketing & promotion efforts, aswell as customer encour aging incentives.
Visacardsissued in 2003 wer e (4,706) and so, total cardsissued by the bank became (10,865) by
theend of 2003.

Inregard to Master card, agreements wer e made with large number of shopping centersto
accept thiscard, in addition to itsuseto get instant cash from ATMs. M.C. electronic card was
launched to enablemid & low income categories pay for their purchasesthrough P.O.S. Master
card was also issued by our Bahrain branch and an agreement was signed between HBTF &
C.S.Etoaccept GCC-Net Cardsonthebank’sATMsin Jordan.

Developingand diversification included also saving and per sonal financeprogramssuch asthe
introduction of Aman Account. Ajyal, (generations) program which includes saving and life
insurance, monthly saving accounts cash prizes scheme, Student account and Kinz certificate
prizes, wereall developed.

New individual finance programs were introduced such as the expatriate, working woman,
teacher, education & trainingloansaswell asloansby phone. Thebank continued to develop &
diver sify itspersonal finance programsincluding: children education loans(Bawasel), Car loans
(My Car), medical expenses loans (Salamatokom), household appliances loans (My Home),
tourist vacation loans (My Vacation). Advances programs for public and private sector
employeeswer e also developed. Personal loans granted by the bank in 2003 totaled JD (128.7)
million.

The bank continued in 2003 to meet housing finance needs of all categories of society,
particularly low-income groups, through its direct mortgage loans to individuals. It has also
provided finance to the projects of the Public Housing & Urban Development Corpor ation,
which benefit the public & private-sector semployeesand subsidized loansin collaboration with
Jordan M ortgage Financecorp. Moreover, the bank continued to providefinancetoreal estate
developer swho build housing projectsfor high, medium and low-incomegroups.

Total housingloansgranted by thebank toindividualsamounted to JD (18.8) million.

Aiming to increase the number & revenues of outgoing & incoming transfers, the bank
increased itssub agent networ k, which providesWestern Union expressmoney transfersfrom &
to(189) countriesaround theworld. Thenetwork now includesall thebank branchesi.e (96) and
eight sub agentsincluding Jor dan Kuwait Bank, Arab Banking Corporation (A.B.C) aswell asa
number of money exchange firms and thusthe number of sites providing such services became
(150). The bank hasnow thelar gest expresstransfer network in Jordan and hasalso intr oduced
W.U.T initsPalestinebranches.

Under marketing communication strategy and to keep close contact with existing and
potential customers & developing E-marketing, the performance of direct sale center was
developed through supportingit with specialized staff.

Sale skills of branch managers and customer service staff were upgraded under the bank’s
policy of converting branchestodirect salecenters. Seminarsand listening sessonswereheld in
order toknow customer s’ viewsand proposals, aswell asmar ketingand sellingbanking products
tothem. Servicesof private dealing roomsfor customersin some branches wer e developed, to
enablethem watch tradingon Amman stock exchangeon line, and invest in stockstr ading.

Under themodel branch projects, work continued in renovating and redecor ating the bank’s
branches and so total renovated branches has come to (35). VIP halls were increased and
distributed amongmajor branchesto provideconvenient environment for customers.



Credit Operations

Assuming its active role in socio-economic development, HBTF continued in meeting the
cor poratedemand of credit, focusing on good lending opportunitiesof high return and low risks.
Thebank’s executive management adhered to the board direction and applied a credit strategy
that iswell advised and aimsto maintain a high-quality loan portfolio, of low concentration and
balanced exposures, distributed on economic sectors according to their relative importance,
potential growth, performanceforecastsand contribution tonational economy.

Total loans and credit facilities granted by the bank in 2003 amounted to JD (212.4) million.
They wer egranted to sectorsof better performance, whether directly or through participationin
syndicated loans. Thebank paid special attention tomedium and small businesspr oj ects, because
of their vital role in economic development, and alleviating unemployment, particularly the
socio-economictransfor mation programin Jor dan.

Inlinewith the national policy of supportinginformation technology (1 T) & computerization
projects, the bank provided finance for many government institutions programs in order to
expeditethe E-gover nment pr oj ect.

The bank continued playing itsrole in increasing trade exchange between Jordan & Arab
countries, through theactivation of export activities, which includethefollowing: -

Arab TradeFinanceprogram/Abu Dhabi:

This credit line limit wasraised to USD (7.5) million in 2003, against USD (5) million, which
wasfully utilized. Thebank provided financeto (11) operationswhich amounted to USD (4.281)
million and so, total finance provided since the launch of such program amounted to USD
(12.205) million. Thisprogram aimstopromoteimportsof at least (40% ) added valuefrom Arab
countriesaswell exportsof Arab countriestotheworld, particularly thoseof at |east (40% ) added
value.

Import & Export financelinewith Islamic Development Bank/ Jeddah:
(14) operations, totaling USD (10.168) million wer eexecuted under thisprogram, in 2003.

The bank realizes credit risks as major challenges facing the banking industry and so,
developing credit policy & procedures continued, including restructuring of loan portfolio in
favor of higher - profitability & low - risk sectors, and reducing exposureto non - feasible ones.
Thebank aimed toimprovethedistribution of credit, sectorial & geogr aphicwise, in accor dance
with itscredit strategy, its basis set by the boar d, and the standard ratios in banking market in
order tohaveabalanced & high-quality loan portfolio.

New measur eswer etaken totacklenon-performingloansand thebank continued to apply risk
ratingsystem for commer cial bor rower s, accr edited from Moody’s, and cr edit scor ing system for
retail borrowers.

Work also continued on developing customer profitability measurement system in order to
measur ecustomer, account officer, credit center & commer cial credit sector profitability.



Corporate Finance

The Cor porate Finance Department was developed in mid 2001 to attract, study and exploit
investment & finance opportunities, deal structuring and providing financial and investment
advisorytomajor largescalepublic& privateprojects. Corporateclientsof thisactivity could be
attracted to buy other banking products. The Corporate Finance Department provides the
following cor eservices:

Direct equity investment deals

offered toboth thebank & clientsand include:

¢ All activitiestaken tobuy or sell dir ect investmentsand negotiatethebest terms& conditions
for such purposes.

¢ Undertakeroad showsé& privateplacementsinorder toclosethedeal.

I nvestment management & financeof BOT, BOOT infrastr uctureprojects

¢ Provideinvestment & development financefor infrastructureprojects, lead or participatein
syndicated loans.

¢ Act as financial consultant for project / shareholder to realize the capital structure and
financeclose.

Financial & Investment Advisory

¢ Management of mergers& acquisitions.

¢ | ssue& market |POsand cor poratebonds.

¢ Evaluation of corpor aterisks, capital structureand feasibility studies.
e Corporaterestructuring& privatizationadvisory.

In the year 2003, the bank studied a number of BOT, BOOT infrastructure projects for
investment or financesuch asEgypt Natur al Gas, wherein the bank acted asfinancial consultant
& syndicated loan manager, Dis-Amman water conveyance system, As-Samra Waste Water
Treatment Plant and a tourist resort project as well as other projects which are under final
negotiations. The bank also provided a package of financial & investment advisory servicesto
clients.

The bank in its future plan intends to focus more on acting as financial consultant and
syndicated loans manager for infrastructure projects and privatization local advisor in
collaboration with inter national consultantsaswell asincreaseitsshareof finance & investment
services.



Treasury and I nvestment Banking

The bank continued its efforts during the year 2003 to increase its mar ket share of treasury
and investment banking activities and foreign exchange services, and maintain its leading
position in domestic mar ket, while minimizing therisks of turbulence and rapid fluctuationsin
local, regional & inter national capital markets.

Treasury

The bank confirmed its leading position in treasury activities, which include investing in
capital & money markets instruments in local and foreign currency, both on domestic and
international levels, and was able to make good returns. The bank continued in applying its
policy to upgrade its staff skills & experience through attending specialized training coursesin
thisfield.

The bank continued to provide high quality foreign exchange services to customers,
particularly margin and account / account trading, and forward contracts. It also continued
playing its leading role among local competitors as a market maker in the inter bank money
market & currency exchangeser vices.

In regard to technological development the bank hasprovided amodern Treasury System to
automatefunctionsandimprovequality of servicesprovided tocustomers.

I nter national Banking Oper ations
Thebank hasexpanded for faiting oper ationsin or der todiver sify good-r etur ninvestments.

CorrespondentsBanks(Relationswith foreign banks)

The year 2003 witnessed building good relations and cooperation arrangements with nine
Iraqi banks,inforeigntrade& other bankingoper ations.

Thebank continued to build and strengthen itsrelation with correspondent banksar ound the
world. A new system for analyzing financial statementsof correspondent banks, based on latest
inter national standardswasapplied.

I nvestment in Stocks

Jordan Capital Market

Thebank iskeen to develop investment management services provided to customers. Thus, it
has continued tofloat the unitsof theHousing Bank for Trade & Financefund which isan open-
ended mutual fund,investingin Jor danian secur ities.



Thefund waslaunched on October 1,2001 and met success, by receiving lar ge subscriptions.
The fund made good return compared with the index of Amman stock exchange and
opportunities available in money market. Net asset value amounted to JD (180.711) and the
retur n sinceestablishment till theend 2003 was(35.84%).

The bank has also continued to provide portfolio management on full authorization from
customersand madegood ratesof return.

Financial br okerage services, provided through International Financial Center Co., abank’s
subsidiary, werealso developed. Stockstrading ordersarereceived by customer servicestaff in
all thebank’sbranchesand executed by competent staff, then settlement ismadedirectly intothe
customer’saccount.

Mar gin trading wastotally reviewed to be mor e competitiveand attracted new customers. A
separate dealing divison and a specially equipped hall at the Stocks Investment Center
designated for customer suse, wereprovided.

In regard to financial consultations service, Stocks Investment Center continued to issue
weekly analyticreportsof Amman stock exchangeactivity, aswell asperiodic analysisof selected
public shareholding companies, to help investor stake sound investment decisions. Thebank has
also provided amodel for financial analysison the bank’sweb siteincluding financial & mar ket
indicators and fundamentals of all companies listed in Amman Stock Exchange. The bank also
provides other capital market services such as investment trust, securities depositing, custody
and underwriting.

Thebank provides servicesin Palestinian capital market through itssubsidiary i.e Jordan &
Palestine Financial Investments co. which isone of the leading brokers, and provides portfolio
management for sever al clients, despiteadver seconditionsprevailingin Palestine.



Information Technology & Systems

Development.

Tomaintain itsleading position in banking technology in local market, which was confirmed
by international ratingagencies, thebank continued to apply itswell —advised I T strategy in 2003
by upgradingitsIT base, infrastructur eand electr onic communication network. Thusenabling
the bank to develop and diver sify banking products & electronic delivery channels. Operation
costswerereduced, productivity and servicequality improved.

Thefollowing arethemain achievementsinthisfieldintheyear 2003:

1.

10.

11.

12.

13.

14.

Upgradingbranch e ectroniccommunication system through buildingamoder n network,
andincreasingthespeed of inter nal networ k linking Head office, oper ation center s&
branches, with stand by technical ar rangementstoensur econtinuousser vice.
Completion of fir st phaseof Inter net banking proj ect for retail customer sand good part of
the2nd phase.
Completion of Internet security system.
Work continued on security policy project toimprovedatasecurity, ATM, branches&
contact center systemsusingthelatest technology.
Continuetodevelop Css& Tcssystemsin order toimprove ATM Services.
Completion of inter nal networ k impr ovement by applying Micr osoft M SW2000 active
directory, Internet content & filteringmonitoringand L AN secur ity assessment systems.
DB2 databaseswer eoper ated in or der todevelop bankingapplications.
Theuseof (data war ehouse) has started, which isamain basefor providing statisticsand
quantitative reports as well as an integrated data base for customer segmentation &
classification. It isused for identifying profitable products & customer segments, and
developing new productsto each segment.
System development lifecycle/r ational wasapplied.
Operating environment of PCs was improved by converting to MS W2000 remote
installation server RIS.

Completeapplication of treasury system & account recordson | BM System for various
investment instr uments.

Completeapplication of banking systems(Har dware& Software) for Bahrain branch,
HBTF/ Algeriaandwor k isunder way for IBTF, thesubsidiary bank in Syria.

A contract wasmadewith abackup center in London, to ensurecontinuousservicein
extremeemer gency, which isatechnological regional advantagefor thebank.

During 2003, electr onic channe ssystemswer eupgr aded accor dingtothelatest
Specifications& wor Id softwar e, which helpsin developing & introducingnew electronic
Products.



Managerial & Human

Resour ces Development

Human resour cesdevelopment at thebank isa continuous processunder the Bank’s Strategy
for thisyear and the coming ones. The bank implemented various management development
programsin 2003. Their aim was to improve management efficiency, staff productivity and
performance aswell asrationalization of operation costs and improving the quality of services
providedtocustomers.

The bank continued in applying total quality management T.Q.M and made progress in
customer service relationship project, aiming to develop managerial & technical abilities of
branch manager, customer servicestaff & tellers.

In addition to previousrestructuring programs, the executive management, according to the
board’s policies and direction has started a new restructuring program for changing &
developing policies and procedures & innovating new techniques to improve performance,
productivity, streamlining of operations. Theaimistoreducecosts& increaserevenuesin or der
toachievethestrategic goalsof improving profitability & increasngROE & ROA.

The bank’s recruiting policy focused on attracting highly qualified, competent and
experienced staff of outstanding performance to fill in vacant positions. New recruits are
required to behighly qualified, and pass special tests, in addition to a3 monthsprobation period
includingthetheor etical & on-job training program and afinal exam.

Promotion policy isbased on disclosed and transparent criteria which include performance,
competenceand availability of vacant positions.

Training

In application of the bank’s strategy including promoting sales culture among all staff, the
bank’straining center has continued in implementing the excellence in service campaign which
included upgrading the skills of branch staff, through a set of training courses provided in
collaboration with alocal consultinginstitution. Threewor kshopsfor high rank manager swere
held on bankingindustry challengesinthe21th century & leader ship skills.

The bank continued to apply universal teller & customer service concept in all branches,
through banking oper ationsprograms.

The bank sought to develop credit culture through a set of training courses, which were
provided in collaboration with Moody’s Risk Management Services, Global Finance & Global
DerivativesAssociates/ USA, DC Gardner and Euromoney Training/U.K.



TheBank hasalsowor ked tor ealizethe concept of lear ning bank by holding technical analysis
coursein collaboration with M/S Smart Line/ Cyprusfor foreign banking & stock investments
staff aswell asother cour sesin capital markets, treasury & derivatives, with the collabor ation of
other local & foreigntraininginstitutions.

Other courseswereheldin risk management, Basle2r equir ementsfor thefinancial dept. staff,
pr oject management in collaboration with M/SMethod Technologies, balanced scor ecardswith
the Institute of International Research / UK and modern selling techniques with M/S Gulf
Innovation. IT staff attended several training programsin collaboration with specialized firms,
such as|BM. Thebank continued to pay special attention toteach English & Frenchlanguages &
P.C skillstostaff and qualify themtoget I T Cambridgecertificate.

Intheyear 2003, thebank provided atotal of (3,671) training & study opportunities.

The bank also nominated a number of its staff to get PH.D & Master degreesin various
banking & finance disciplines, and (5) employees to get certified financial analyst (CFA)
certificate. (8) employees were nominated to study and get certified internal auditor & (12) for
certified management accountant (CMA).

One employee got certified public accountant (CPA). The bank has for the first time
nominated 18 employees to get project management professional certificate. Total number of
employees nominated for study were (89) in 2003. It isto be mentioned the bank encourages
employeestojoin onlinelearning program onthel nter net.

The bank continued to implement a plan to develop the capabilities of selected group of staff
through special academic study & training cour ses, and madetraining plansto develop theskills
of the employees, tobeappointed in new exter nal branches, and subsidiary banks.



The Growth of the Bank’s Training Activities During 1999 - 2003

Number of participants

Item/ Year 1999 2000 2001 2002 2003
Training programs held at the Bank - based 2,265 2,121 1216 2,017 2,721
Training Center

Training programsheld in collaboration with 282 195 261 412 285
specialized local training institutions

Training courses & conferences held in Arab 92 4 105 159 138
and foreign training institutions

Seminars 113 972 992 303 453
Master programs 2 3 2 > 7
Banking Diploma ) ) ) 2 3
C.P.A training cour se ) ) ) 2 1
C.M.A (Managerial accounting) 3 ) 4 6 12
C.I.A (Internal auditing) ) 3 6 ) 8
C.F.A Certificate - 1 - 7 >
C.I.SA - 1 - 7 -
C.CSA - - - 2 -
C.IDA - - - 1 -
Call Center Certificate ) ) 1 ) )
M.C.SE Certificate - 1 - - -
B.C.I.P - - - - -
P.M.P - - - - 18

Total 2,757 3,341 2,587 2,924 3,671



External Expansion

Theyear 2003 witnessed thefirst expansion of thebank into potential Arab markets, through
opening branches and / or representative offices and / or establishing joints banks with Arab
financial & investment ingtitutions & businessmen. The goalsarediversification of markets &
operating environments, so as to lower risks, invest surplus funds and strengthen the bank’s
financial position. Themost significant achievementsare:

((BahrainKingdom))
A branch was opened with a capital of USD (15) million. The branch has commenced
oper ationin mid February 2003.

((Algeria))

The Housing Bank for Trade & Finance / Algeria, a subsidiary bank was opened with an
authorized capital of USD (30) million, of which the paid up capital isUSD (10) million. Major
partnersareasfollow:

- TheHousingBank for Trade& Finance/Jor dan, with astakeof 52%.

- Libyan Arab Foreignnvestment co. Lafico/ Algeria, 15%.

- Algerian Kuwaiti I nvestmentsFund, 10%.

- Capital InvestmentsHolding Co./Bahrain, 9%.

- PrivateAlgerianinvestors, 14%.

Thebank commenced oper ationsin October 2003.

((Syria))

HBTF obtained the approval of the Syrian cabinet to establish “The International Bank for
Trade & Finance (IBTF)” with a stake of 49% of capital which is 1.5 billion Syrian pounds,
equivalent toUSD 30million. IBTF got thelicense(asa Syrian private shar eholding company).

- Four Syrian investorssubscribed to 2% of thebank’ssharesin additiontoHBTF. The
remaining 49% wer eoffered in PO for resident & non-resident Syrian nationalsin the
period October 9-26 and the float was successful. Total shareholders number was
(1914), whichisthelargest baseof privatebanksin Syria.

- Theprimary general assembly washeld on Dec. 4wherel BTF wasdeclar ed and thefir st
board was elected of nine members, four of them represent HBTF. The bank was
commer cially registered.

- IBTFisexpected tostart operationsin thefirst quarter of 2004 after furnishingitsoffices
and providing staff & equipment.

((Iraq))

A representativeofficewasopened in I rag on Dec. 27,2003 after being fur nished and provided
with staff & equipment. It will act asa connection between Iraqi banks & trade sector and the
Jordanian market as well as providing banking products & services to Iragi corporations &
citizens.

HBTF hasalsotworepr esentativeofficesin Abu Dhabi/ UAE & Tribali/Libyasincefewyears.



Social Role

Assuming itssocial commitments, the bank continued theinter action with various categories
of community. Theexecutive management continued to diver sify social programsand provided
all meansfor that purpose. It hasalso provided financial aid to charitablesocieties, which car efor
low -incomeand other categories, all over Jordan & Palestine.

Thebank participated and sponsored many national, social, charitable, cultural and artistic
activities such astraffic awar eness, anti smoking, family day and children programs, including
Arab childrensongfestival.

The bank also sponsored & participated in many local, Arab & international economic,
financial and investment conferences such as Jordan Economic Forum, which was held in
Amman in October 2003, Arab banking seminar in Damascus, July 2003, the confer enceof Arab
banks, or ganized by the Union of Arab banksin Beirut in October 2003, in addition to many local
& Arab conferencesof businessmen & investor s, whichwereheldin Amman.



Futur e Plan - 2004

For thepurposeof supportingthebank’sfinancial strength & leading positioninlocal banking
market and in realization of ( Customer First ) slogan and trandateit toreality, the goals set for
theyear 2004 includethefollowing:

° Increasethe bank’snet worth through sustained and increased growth in profitability,
expressed by return on equity and assets, while maintaining a sound financial position,
in accordance with international standards, and high liquidity ratio, in line with the
bank’spalicy.

° Increase the bank’s market share of different activities, through innovation and
intensive mar keting and selling, to expand the profitable customer sbase, r etain current
customers & convert them to multi-service users by translating (Customer Fir st)
concept intoreality.

° Achieve high level of customer satisfaction, which isa core value of the bank, improve
serviceperformancein order toenhancethebank’scompetitiveadvantages.

° Improve efficiency through streamlining of operations, attaining cost savings and
improving service performance under the continuous application of total quality
management T.Q.M, and building proper corporateculture.

° Develop new banking products & eectronic ddlivery Channels(E-channels), which are
consistent with local & int. market trends, meet customers needs & exceed their
expectations. Moreover, diversify investment instrumentswithin accepted risk levels.

° Develop human resour ces strategy, and staff productivity by developing the training
process and focusing on building a motivating environment which encourages
teamwork.

° Increase investment in banking technology and its utilization, so as to improve the
bank’s competitiveness, service performance, aswell asdiver sify products and expand
E-channels,and maintain thebank’sleader ship in e ectronicbanking.

° Improve risk management in view of Basle Il requirements including various risks
divided into banking risks (Credit, market & liquidity) and commercial risks
(operating, strategic, legal & reputation).

° Complete the new restructuring project for all activities in accordance with modern
banking & management requirements, in line with the continuous change &
development concept, which was adopted by the bank as a strategic guideline. A
renowned consultingfirmwascontracted toperformtherestructuring.

° Continue in external expansion and branching in potential Arab markets, under the
bank’srelevant strategy, and exploring new oppor tunities.



AUDITORS REPORT
TO THE SHAREHOL DERS OF

THE HOUSING BANK FOR TRADE AND FINANCE

We have audited the accompanying consolidated balance sheet of The Housing Bank for
Trade and Finance (a public shareholding company) as of 31 December 2003 and the related
consolidated statements of income, cash flows and changesin shareholders’ equity for the year
then ended. These consolidated financial statements are the responsibility of the bank’s
management. Our responsibility isto expressan opinion on thesefinancial statements based on
our audit.

We conducted our audit in accordance with International Auditing Standards. Those
standar ds require that we plan and perform the audit to obtain reasonable assurance about
whether thefinancial statementsar efr eeof material misstatement. An audit includesexamining,
on atest basis, evidence supporting the amounts and disclosuresin thefinancial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management aswell asevaluating theover all financial statementspr esentations. Webelievethat
our audit providesareasonablebasisfor our opinion.

In our opinion, the consolidated financial statementsreferred to above present fairly, in all
material respects, the consolidated financial position of TheHousing Bank for Trade & Finance
as of 31 December 2003 and the consolidated results of its operations and its cash flows for the
year then ended in accordance with International Financial Reporting Standards, and we
recommend itsapproval.

The Bank maintains proper books of account, and the accompanying consolidated financial
statements and the financial information in the Board of Directors report are in agreement

therewith.

Mazen K. Dajani Mohamed A. Saadeh
Registration No. 164 (A) Regestration No. 518 (A)
For Deloitte & Touche M .E. For Ernst & Young

January 28, 2004
Amman - Jordan



The Housing Bank For Trade And Finance
(a Public Shar eholding Company)
Consolidated Balance Sheet

Asof 31 December 2003

In Jordanian Dinar JD*

ITEM (0/0X] 2002

ASSETS
Cash and balances with the central banks 3 671,308,142 410,845,811
Balances with banks and financial institutions 4 133,537,590 228,848,229
Deposits with banks and financial institutions 5 82,007,752 36,400,703
Trading investments 6 8,674,087 14,161,828
Credit facilities - net 7 628,040,069 600,088,046
Available for sale investments 8 228,280,232 122,211,423
Held to maturity investments - net 9 152,768,516 250,167,604
Investments in associates & subsidiaries 10 29,745,857 23,895,554
Fixed assets - net 11 34,244,734 34,257,038
Other assets 12 51,472,055 52,134,986
2,020,079,034 1,773,011,222
LIABILITIESAND SHAREHOLDERS EQUITY
LIABILITIES
Banks and financia institutions deposits 13 49,472,806 85,703,392
Customers deposits 14 1,526,548,293 1,280,449,363
Cash margins 15 61,262,895 49,556,018
Amounts borrowed 16 43,424,048 46,653,423
Other provisions 17 12,183,595 8,715,123
Other liabilities 18 34,952,209 29,529,408
Income tax provision 19 9,658,427 3,636,751
1737502273 50423478
MINORITY INTEREST 20 3,500,262 3,560,292
SHAREHOLDERS EQUITY
Paid-up capital 21 100,000,000 100,000,000
Additional paid - in capital 21 56,974,008 60,519,008
Statutory reserve 21 28,254,385 24,961,672
Voluntary reserve 21 33,222,068 33,222,068
Foreign branches reserve 21 17,730,000 14,185,000
Cumulative changesin fair value 22 12,941,419 6,619,125
Retained earnings 23 14,586,821 10,672,755
Foreign currency trandation 367,798 27,824
Proposed dividends 24 15,000,000 15,000,000
TOTAL SHAREHOLDERSEQUITY 279,076,499 265,207,452
s Loz

SHAREHOLDERS EQUITY 2,020,079,034 1,773,011,222

*One JD = USD 1.41, pegged

The attached notes 1 to 46 form part of these consolidated financial statements.



The Housing Bank For Trade And Finance
(a Public Shareholding Company)
Consolidated Income Statement

For the year ended 31 December 2003

In Jordanian Dinar JD

ITEM 2003 2002
Interest income 25 84,125,673 91,173,855
Interest expense 26 (26,253,330) (35,185,852)
Net interest income 57,872,343 55,988,003
Net commission income 27 7,837,963 7,720,916
Net interest and commission income 65,710,306 63,708,919
Non — interest income
Bank’s share in associates & subsidiaries (10sses) (1,337,791) (587,415)
Net gain from financia assets and instruments 28 13,983,310 4,989,528
Other operating income 29 11,032,931 9,499,190
Total Non-interest income 23,678,450 13,901,303
89,388,756 77,610,222
Expenses
Staff 30 22,771,766 20,436,160
Other operating expenses 31 16,764,842 14,838,089
Depreciation 5,898,062 6,251,259
Provision for credit losses 7 7,631,471 5,634,543
Other provisions 4,684,947 1,678,929
Total operating expenses 57,751,088 48,838,980
31,637,668 28,771,242
Non - operating income — net 32 68,556 1,360,069
NET INCOME BEFORE INCOME TAX & FEES 31,706,224 30,131,311
Income tax expense 19 (8,635,000) (7,206,558)
Provision for Jordanian universities fees (329,271) (335,222)
Provison for scientific research and vocationd training (329,271) (335,222)
Education, vocational and technicd training fund fees (194,113) (185,932)
Board of directors’ remuneration (65,000) (65,000)
PROFIT AFTER INCOME TAX AND FEES 22,153,569 22,003,377
Add (less) minority interest share (after tax)
from subsidiaries’ loss (profit) 20 356,280 (57,857)
NET PROFIT FOR THE YEAR 22,509,849 21,945,520
B 0225 0219
100,000,000 100,000,000

The attached notes 1 to 46 form part of these consolidated financial statements.



TheHousing Bank For Trade and Finance
(a Public Shar eholding Company)
Consolidated Statement of Cash Flows
For theyear ended 31 December 2003

In Jordanian Dinar JD*

ITEM 2003 2002
OPERATING ACTIVITIES
Profit beforeincometax and fees 31,706,224 30,131,311
Adjustmentsfor:
Depreciation 5,898,062 6,251,259
Provision for credit losses 7,631,471 5,634,543
Other provisions 4,684,947 1,678,929
Losses from associates & subsidiaries 1,337,791 587,415
Effect of exchange rate changes on cash & cash equivalents (1,299,138) (1,467,297)
Others 2,224,916 1,236,704
Operating profit before changesin operating assets
& liabilities 52,184,273 44,052,864
(Increase) Decrease in deposits with banks & other financial
institutions (45,607,049) 4,197,687
(Increase) in credit facilities (35,783,734) (20,897,983)
Decrease in trading investments 5,487,741 8,082,279
(Increase) Decrease in other assets (332,366) 3,062,354
(Decrease) in banks and financial ingtitutions” deposits (4,787,605) (1,692,582)
Increase in customers’ deposits 246,098,930 38,792,039
Increase in cash margin 11,706,877 5,653,573
Increasein other liabilities 5,645,947 1,560,177
(Decrease) in other provisions (3,406,260) (3,004,826)
Cash from operation 231,206,754 79,805,582
Income tax paid (2,420,903) (7,436,029)
28T 72359553
INVESTING ACTIVITIES
(Purchase of) available — for - sale investments (100,187,810) (35,152,890)
Sale of held — to - maturity investments 97,485,980 27,027,294
(Purchase of) investments in associates & subsidiaries (7,188,094) (3,394,562)
(Purchase) of fixed assets (5,719,392) (6,415,253)
Net cash used in investing activities (15,609,316)  (17,935,411)
FINANCING ACTIVITIES
(Decrease) in amounts borrowed (3,229,375) (5,385,856)
Dividends paid (14,991,896) (12,515,864)
(18221.271) — (1790L720)
Net increasein cash and cash equivalents 194,955,264 36,532,422
Effect of exchange rate changes on cash and cash equivalents 1,299,138 1,467,297
Foreign currency trandation 339,974 -
Cash and cash equivalents at 1 January 558,685,813 520,686,094
% 7528018 586881

The attached notes 1 to 46 form part of these consolidated financial statements.




The Housing Bank For Trade and Finance
(a Public Shareholding Company)
Consolidated Statement of Changesin Shar eholder s’ Equity
For the year ended 31 December 2003

RESERVES

Additional Statutory Voluntary
paid- in
capital

31 December 2003

Balance at 1 Januar y 2003 100,000,000 60,519,008 24,961,672 33,222,068
Net income - - - R
Transfer to statutory reserve R R 3202713 R
Transfer to foreign branches reserve - (3,545,000) - -
Proposed dividends - - - .
Dividends paid . . - -
Portion of realised gain on sale of

available for sale investments - - - -
Cumulative changesin fair value - - - -

Foreign currency translation - - - -
Balance of 31 December 2003 100,000,000 56,974,008 28,254,385 33,222,068

Balance at 1 January 2002 100,000,000 71,000,000 21,609,448 33,222,068
Net income - - - -
Transfer to statutory reserve - - 3,352,224 B
Transfer to foreign branches reserve - (10,480,992) B _
Proposed dividends - - - .
Dividends paid - - - -
Portion of realised gain on sae of

available for sale investments - - - -
Cumulative changesin fair value . . . .
Foreign currency translation . . . .

Balance of 31 December 2002 100,000,000 60,519,008 24.961,672 33,222,068




In Jordanian Dinar JD
RESERVES

Foreign Cumulative Retained Proposed Foreign

branches changesin earnings dividends currency
fair value translation

14,185,000 ; 6,619,125 10672755 15000000 27,824 265,207,452
- - - 22,500,849 - - 22,500,849
- - - (3,292,713) - - -
3,545,000 - - ; ; ) )
; - - (15,000,000) 15,000,000 - -
. - - - (15,000,000) - (15,000,000)
- - (3522,152) (303,070) ; (3,825,222)
; ; 9,844,446 - 9,844,446
- ; 339,974 339,974
17,730,000 - 12041419 14586821 15000000 367,798 279,076,499
3,550,000 154,008 7,518,459 7,401,492 12,000,000 - 256,455,475
- - - 21,945,520 - - 21,945,520

- - - (3,352,224) - - -
10,635000  (154,008) - . - . .
- - - (15,000,000) 15,000,000 - -

; - - - (12,000,000) - (12,000,000
- - (1,206,008) (322,033) - - (1,528,039)
- - 306,672 - - - 306,672
) ) ; ; 27,824 27,824
14,185,000 - 6,619,125 10672755 15000000 _ 27,82 265,207,452

The attached notes 1 to 46 form part of these consolidated financial statements.



g
NOTESTO THE CONSOLIDATED

FINANCIAL STATEMENTS
31 December 2003

1-GENERAL

The Housing Bank for Trade and Finance was established in 1974 and registered as a public
shareholding company in accordance with Jordanian Companies Law. Its headquarter in Amman -
Jordan andisengagedincommercial bankingbusiness throughitsbranchesin Jordanand abroad.

The Bank’stotal number of employeesis 1,676 as of 31 December 2003, (2002: 1,657 employees)
The consolidated financial statements were approved by the Bank’s Board of Directors, according to
resol ution no.1/2004 dated 28/1/2004.

2-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies adopted in the preparation of the consolidated financial
statement are set out bel ow.

Basisof preparation

The consolidated financial statements of the Housing Bank for Trade and Finance have been
prepared in accordance with Standards issued or adopted by the International Accounting Standards
Board and instructionsissued by itsstanding interpretation committeeand Central Bank of Jordan laws
andregulations.

Thefinancial statements have been prepared on historical basis except for measuring fair value of
trading and avail able—for — saleinvestmentswhich arestated at fair val ue.

Theconsolidated financial statementsare presentedin Jordanian Dinar.

Theaccounting policiesfor thisyear arethe sameasthoseof previousyears.

Tradeand settlement dateaccounting
Salesand purchases of financia assetsarerecognised asof thecommitment date.

Basisof consolidation :

The accompanying consolidated financial statements comprise assets, liabilities and the results of
operationsof the Bank'sbranchesin Jordan, Pal estine, Bahrainand thefollowing subsidiaries:

Internationa Financial Center Company (Paid-up capita JD 250,000 of which the Bank owned
77.5%asof 31December 2002and 2003) .

Jordan and Palestine Financia |nvestment Company (paid-up capital JD 2,150,000 of which the
Bank owned 99.9% asof 31 December 2002 and 2003) .

The Housing Bank for Trade and Finance — Algeria (paid-up capital Algeria dinar 800 million of
whichtheBank owned 52% asof 31 December 2002 and 2003).

I nter-company transactionsand bal ancesare eliminated.

Tradinginvestments
Trading investments are stated at cost upon acquisition and arerevalued at fair value. Theresulting
gainsandlossesaretakentothe statement of incomeinthe periodinwhichthey arise

Creditfacilities

Creditfacilitiesarecarried at cost lessprovisions, interest and commissioninsuspense.

A Provisionfor non-performing facilitiesistaken for possibleloanlosses. Theprovisionisrecorded
inthestatement of income.

Interest and commission of non-performing facilities are suspended based on the Central Banks
regulations.

A general provision for direct and indirect credit facilitiesis provided for possiblelosses based on
the Central Banksregulations.

Loans and advances are written off when all procedures taken to collect the debt have failed, and
adjusted against the provision. Any surplus in the provision after taking into consideration any
proceeds from debtsis transferred to income statement as a reduction in the provision charge for the
year.

Availablefor saleinvestments

Afterinitial recognition, investmentswhich are classified “availablefor sale” areremeasured at fair
value. Unrealized gainsand losses on remeasurment to fair value are reported as a separate component
of equity until the investment is sold, collected or otherwise disposed of, or the investment is
determined to be impaired, at which time the cumulative gain or loss previoudly reported in equity is
includedinthe statement of incomefor theyear.



Investments, which havefixed or determinable payments, which areintended to be held to maturity,
are carried at amortised cogt, less provision for impairment in value. Amortised cost is calculated by
takinginto account any discount or premium onacquisition using the effectiveinterest ratemethod.

For investmentstraded in organi zed financial markets, fair valueisdetermined by referenceto Stock
Exchange quoted market bid prices at the close of business on the balance sheet date. For financial
instrumentswherethereisno quoted market price, areasonable estimate of thefair valueisdetermined
by reference to the current market value of another instrument which is substantially the same, or is
based on the expected discounted cash flows. For financial instrumentswheretheir fair value can not be
reliably determined, they are stated at cost, amortized cost and any impairment in valueisrecognizedin
theincomestatement inthe period inwhichthe asset isdeemed to beimpaired.

Investments in associates are carried in the balance sheet using the equity method. Associates are
enterprises in which the Bank holds 20% to 50% of share capital. If there is no significant influence,
associatesarecarried at costin spite of thevoting rightsbeing over 20%.

Fixed assets are stated at cost net of accumulated depreciation and are depreciated except for the
freehold lands over their estimated useful lives using the straight-line method at annual rates ranging
from2%to 33.3%.

Whenever the recoverable amount of afixed asset isimpaired, the carrying value is reduced to the
recoverableamount and theimpairment | ossisrecorded in the statement of income.

Real estate investments are stated at cost less accumulated depreciation and are depreciated over
their estimated useful lives.

Whenever the recoverable amount of areal estate investment is impaired, the carrying value is
reduced to the recoverable amount and the impairment loss is recorded in the statement of income.
Moreover, thereal estatefair valueisdisclosed.

Assets, which are repossessed by the Bank in settlement of debts are included as part of “other
assets” and recorded at cost and revalued annually and individually. In case of a permanent declinein
value, the loss is recognized in the statement of income while a permanent increase in value is not
recognized as a gain. When the assets are sold, the recognized gain or loss is taken to statement of
income.

Assetsheld intrust or in afiduciary capacity are not treated as assets of the Bank, and accordingly,
arenot includedinthesefinancial statements.

The Bank provides for income tax in accordance with the Laws, regulations and instructions in
Jordan or in the countries where the bank operates. In accordance with 1AS (12), deferred taxes
resulting from timing differences relating to the provisions of non-performing loans, end-of-service
indemnity and other items should be recognised. Due to the fact that the Bank’s management is
uncertain asto therealisation of thesebenefitsit has deci ded not to recognizethem.

Provision for end-of-service indemnity is established by the Bank for any legal or contractual
obligations at the end of the employees’ services according to the accumul ated servicetermsat the date
of thebalancesheetinlinewiththe Bank’sinternal regulations.

Provisions are recognised when the Bank has a present obligation (lega or constructive) arising
from a past event and the costs to settle the obligation are both probable and able to be reliably
measured.



Interest receivable and payable are recognized on accruad basis taking into consideration the
principal outstanding and the rate applicable, except for interest of non performing facilitieswhich are
suspended, Commissions and commitment fees for services and facilities granted to customers are
taken to income when due. Dividends are recognized as income when approved by shareholders
general assembly of theinvestee companies.

Foreign currency transactionsarerecorded in Jordanian Dinarsat the approximaterates of exchange
prevailing at thetime of thetransactions. Assetsand liabilitiesinforeign currencies at the balance sheet
date are translated at the prevailing year-end rates of exchange, which approximate to Central Bank of
Jordan published exchange rates. Exchange differences arereported as part of theresultsfor theyear in
the statement of income,

Cash and cash equivalents comprise cash and balances with Centra Bank and other financial
institutionslessbanksand other financial institutions’ deposits maturing within threemonths.

Assets sold with a simultaneous commitment to repurchase at a specified future date continue to be
recognised in the balance sheet —(due to the Bank’s continuing control over these assets)and are
measured in accordance with the prevailing accounting polices. Theliability for the amounts received
under these agreements isincluded in the Bank’s liahilities. The difference between the sale and the
repurchase priceistreated asinterest expensethat i srecognised over agreement term.

Assets purchased with a corresponding commitment to resell at a specified future date are not
recognised in the balance sheet — due to the fact that the Bank has no control over these assets— and
amounts paid under these agreements are included in deposits at banks and other financial institutions
or customers’ loansasapplicable. Thedifference between purchaseand resalepriceistreated asinterest
income recognised over theagreement term.

The bank’s management tries to mitigate the credit and market risks through setting investment
ceilings and applying set percentages that correspond with the Central Bank of Jordan and Board of
Directors regulations and to diversify investments and credit granting with a concern of mitigating
market risks.

The Bank hasin place variety of financial policies to manage risks according to planned strategy.
Bank’s Assets & Liabilities Management Committee controls and adjust risks and allocates Bank’s
assetsand liabilitiesinthe best strategy for thebank.

TheBank hasin placeaRisk Rating System that assessesthe Bank’s customerscredit worthiness, in
additiontointerna control system (CRSA) whichisappliedinall bank’sdepartments.

Therisksincludethefollowing :-
-Interest raterisk whichisthepossibility of changesinthevalueof afinancial instrument
resulting from changesininterest rateinthemarket .
-Foreign exchangerisk, that may result from changesin foreign exchangerates. Theattached
note 36 to thefinancial statement discl osesnet assetsand liabilitiesinforeign currencies.
-Market risk that may result from changesinthevalueof financia instrument inthemarket .
-Credit risk:- whichisthepossibility that the other party to thefinancial instrument will default

by failingtorepay .

Financid Instrumentsinclude both on - and off bal ance sheet instruments:

On-balance sheet financia instruments include cash, deposits with banks and the Central Banks,
loans, advances, investments, some of other assets, customers’ deposits, banksdeposits, and some other
liabilities.

Off-balance sheet financial instrumentsincludeletters of credit, guarantees, and acceptances.



An assessment ismade at each balance sheet date to determine whether there is objective evidence
that a specific financial asset may be impaired. If such evidence exists, the estimated recoverable
amount of that asset is determined and any impairment loss, based on the net present value of future
anticipated cash flows including anticipated recoveries from guarantees and collateral, discounted at
theoriginal effectiveinterest rates, arerecognisedintheincome statement.

Financia assets and financial liabilities are only offset and the net amount reported in the balance
sheet when thereisalegally enforceableright to set off the recognised amounts and the Bank intendsto
either settleonanet basis, or torealisethe asset and settletheliability simultaneously.



3-CASH AND BALANCESWITH CENTRAL BANKS

In Jordanian Dinar JD

ITEMS December 31,2003 December 31, 2002

Cash 28,417,612 22,462,449

Balances with Central Banks

Current accounts 36,381,810 24,721,440

Term and notice deposits 7,298,500 1,088,666

Statutory cash reserve 117,210,220 103,173,256

Certificates of deposit 482,000,000 259,400,000
671,308,142 410,845,811

Except for the statutory cashreserveat the Central Bank of Jordan, the Pal estinian M onetary Authority
and the Bahraini Monetary Authority thereareno restricted cash balances. as of December 31, 2003 and
2002.

4-BALANCESWITH BANKSAND FINANCIAL INSTITUTIONS

In Jordanian Dinar JD
ITEMS December 31,2003 December 31, 2002

L ocal banks and other financial institutions:

Current accounts 196,700 3,333,344
Deposits maturing within three months 3,000,000 -
Certificatesof deposit 1,418,000 -
Foreign banksand other financial institutions:
Current accounts 29,451,670 26,772,760
Deposits maturing within three months 99.471,220 195,906,075
Certificates of deposit - 2 836,000
133,537,590 228,848,229

Non-interest bearing balances at banks and financia institutions amounted to JD 2,245,955 as of
December 31, 2003 and JD 2,076,991 as of December 31, 2002.

Restricted balances amounted to JD 92,737 as of December 31, 2003 and JD 92,440 as of December
31,2002.



S5-DEPOSITSWITH BANKSAND FINANCIAL INSTITUTIONS

In Jordanian Dinar JD

December 31, 2003 December 31, 2002

Local Banks Foreign Banks Local Banks  Foreign Banks
And Financial And Financial And Financial ~ And Financial
Institutions Institutions Institutions Institutions

Deposits maturing within 3

to 6 months - - - - 23,663,098 23,663,008
Deposits maturing

Within 6 to 9 months - 33,339,028 33,339,028 - 2,368,802 2,368,802
Deposits maturing

Within 9 to 12 months - 48,668,724 48,668,724 1,900,000 - 1,900,000
More than one year - - - 1,100,000 2,368,803 3,468,803
Certificates of deposit - 5,000,000 5,000,000

- 82,007,752 _ 82,007,752 _ 8,000,000 _ 28,400,703 _ 36,400,703

6-TRADING INVESTMENTS

In Jordanian Dinar JD

ITEMS December 31 - 2003 December 31 - 2002
Shareslisted in financia markets 2,082,667 2,325,261
Marketable bonds and debentures listed in
financial markets 6,591,420 11,836,567
8,674,087 14,161,828

7-CREDIT FACILITIESNET

In Jordanian Dinar JD

ITEMS December 31 - 2003 December 31 - 2002
Discounted bills and notes 24,638,319 28,373,505
Overdraft facilities 101,258,426 98,483,643
Loans and advances 556,623,892 543,650,841
Credit cards 1,579,415 1,338,590
684,100,052 671,846,579
Less: Interest in suspense 18,377,593 24,537,459
Provision for credit facilities 37,682,390 47,221,074
56,059,983 71,758,533

Credit facilities, net 628,040,069 600,088,046



Credit Facilities By Sector

In Jordanian Dinar JD

ITEMS December 31, 2003 December 31, 2002
Agriculture 7,103,035 6,674,557
Manufacturing and mining 55,195,279 60,980,944
Construction 137,420,423 161,353,299
Generd trade 108,647,602 96,921,793
Transportation services 7,967,630 4,333,193
Tourism, hotels and restaurants 31,763,187 28,331,574
Services and publications 66,023,156 84,695,373
Financid services 654,559 17,186
Shares deding 1,116,268 1,153,424
Red edstate 57,551,832 53,379,592
Car loans 13,129,218 14,418,972
Consumers loans 188,074,718 157,100,852
Other 9,453,145 2,485,820

684,100,052 671,846,579

The non-performing credit facilities including interest in suspense amounted to JD 85,389,935
representing 12.48% of tota facilitiesasof December 31, 2003 against JD 106,458,328 representing
15.85% asof December 31,2002 . Furthermore, thetotal non-performing credit facilitiesnet of interest
in suspense amounted to JD 67,521,730 representing 10.13% of tota facilities net of interest in
suspenseasof December 31,2003 against JD 82,802,229 representing 12.79% asof December 31,2002.

Credit facilities granted to and guaranteed by the government amounted to JD 58,821,498
representing 8.6% of total facilitiesas of December 31, 2003 against JD 58,707,332 representing 8.7%
asof December 31, 2002.

The gross fair value of collaterals held against credit facilities amounted to JD 403,478,825 as of
December 31, 2003 against JD 393,668,047 asof December 31, 2002 taking into consideration that the
fair valueof the collateral sdo not exceed the bal anceof therelated facilities.

Provision for credit facilities
The movements in the provision for credit facilities were as follows:

In Jordanian Dinar JD
December 31, 2003 December 31, 2002

Specific  General  Total Specific  General  Total

-Opening baance
a January 1, 36,145,774  11,075300 47,221,074 34228625 11,852599 46,081,224
-Charge for the year 6,358,994 1272477 7,631,471 5,634,543 - 5,634,543
Provisions transfer between
specific and general (367,389) 367,389 - 777,299 (777,299) -
-(Amounts written off) (17,170,155) - (17,170,155) (4,494,693 - (4,494,693)
Ending balance at
December 31 24,967,224 12,715,166 37,682,390 36,145,774 11,075,300 47,221,074

The Provisionsfor credit facilitiesthat have been settled, collected or transferred agai nst other non-performing
credit facilitiesamounted to JD 6,168,085 asof December 31, 2003 against JD 5,536,370 as of December 31, 2002.



Interest in suspense
The movements on interest in suspense were as follows:

In Jordanian Dinar JD

ITEMS December 31,2003  December 31, 2002
Opening balance at 1st January 24,537,459 22,777,007
Add: Interest sugpended during the year 7,945,240 10,982,407
Less: interest in suspense recognised during the year 5,046,624 5,788,144
interest in suspense written off during the year 9,058,482 3,433,811
Ending balance at December 31 18,377,593 24,537,459

8-AVAILABLE FOR SALE INVESTMENTS

In Jordanian Dinar JD

December 31, 2003 December 31, 2002
Unquoted Quoted Total Unquoted Quoted Total
Shares 11,251,897 24,577,607 35829504 11,529,119 25,508,075 37,037,194
Bonds - 150,108,154 150,108,154 - 77,145,595 77,145,595
Investment funds - 42,342,574 42,342 574 - 8,028,634 8,028,634

11,251,897 217,028335 228,280,232 11,529,119 110,682,304 122,211,423

Investments in shares include an amount of JD 11,251,897 as of December 31, 2003 against JD
11,529,119 asof December 31,2002 which arestated at cost sincetheir fair val ue could not be measured
reliably. Impairmentinvalueof theseshareswasrecordedin the statement of income of JD 66,722 asof
December 31, 2003 against JD 192,323 asof December 31, 2002.

Unquoted shares include an amount of JD 3,814,460 representing 22.1% ownership in Jordan
Internationa Bank as of December 31, 2003 and 2002. The equity method has not been adopted dueto
the absence of significant influence by the Bank over the administrative and financial policiesrelating
tothisinvestment.

9-HELD TO MATURITY INVESTMENTS - NET

In Jordanian Dinar JD

ITEMS December 31, 2003 December 31, 2002
Treasury bonds 72,007,148 34,589,123
Governmental bonds or government guaranteed bonds 45,625,964 173,953,502
Companies bonds and debentures 35,135,404 41,624,979

152,768,516 250,167,604



10-INVESTMENTSIN ASSOCIATES & SUBSIDIARIES

In Jordanian Dinar JD

December 31, 2003 December 31, 2002

i. Associates.

Housing Company for Tourism and Hotels I nvestments 19,219,509
Established in: Jordan

Percentage of ownership and voting power: 50% (2002 : 50%)

Nature of activity: Hotel and Trading

Housing Bank Fund / Bahrain -
Established in: Bahrain

Percentage of ownership and voting power
(2002 : 29.06%)

Nature of activity: Financia

ii.Subsidiaries
International Bank for Trade & Finance/ Syria 10,118,738
Established in: Syria
Percentage of ownership and voting power:49% (Nil: 2002)
Nature of activity: Banking
Jordan Real Estate Investments Company * 407,610
Established in: Jordan
Percentage of ownership & voting power: 100% (2002: 100%)

20,538,622

2,847,395

509,537

Nature of activity: Services 29,745,857

23,895,554

* Thefinancial statements of the Jordan Real Estate | nvestments have not been consolidated asthe company is

under liquidation starting from 21 December 2002.

Financial investments value has been computed using the equity method and according to the financia
statementsrecei ved by the Bank from companiesasof 31 December 2003 and 31 December 2002 respectively.



11-FIXED ASSETS— NET

In Jordanian Dinar JD

Land Building Equipment  Vehicles Others Projects Total
ITEMS Furniture under
and Fixtures RIREESS

December 31, 2003
Beginning balance 4,463,884 11,484,230 50,904,044 988,547 1,838,993 1,394,091 71,073,789
Additions 367,767 1,266,711 3,659,059 247,985 632,289 530,340 6,704,151
Disposas (8,000) (62,100) (1,875,250) (51,894) - (1,394,091) (3,391,335)
Accumulated depreciation - (2,757,636) (36,767,787) (632,980)  (827,552) - (40,985,955)
Advance payments on fixed
asetspurchasss - - 844,084 - - - 844,084

Net Book Valueat

year-end 4823651 9,931,205 16,764,150 551,658 1,643,730 530,340 34,244,734
December 31,2002 4,463,884 11,530,981 46,284,520 732,128 1,046,542 - 64,058,055
Beginning baance - - 3,515,630 362,805 816,656 1,394,091 6,089,182
Additions - (46,751) (1,618,897) (106,386)  (24,205) - (1,796,239)
Disposas - (2,530,860) (32,647,723) (543,066) (444,404) - (36,166,053)
Accumulated depreciation - - (650,697) - - - (650,697)
Advance payments on fixed
asstspurchases - - 2,722,790 - - - 2,722,790

Net Book Valueat

year-end 4,463,884 8953370 17,605623 445481 1,394589 1,394,091 34,257,038

12-OTHER ASSETS

In Jordanian Dinar JD

ITEMS December 31 - 2003 December 31 - 2002

Accrued revenues 5,389,308 8,021,960
Prepaid expensss 1,304,935 806,088
Repossessed assetsfor resde* 14,914,734 19,638,455
Investmentsin red-estate (lands) at cost ** 1,183,553 1,584,411
Cheguesunder callection 18,190,719 19,088,916
Paymentson behdf of foreign branches& subsdiaries 3,031,596 -
Others 7,457,210 2,995,156

_ 51,472,055 52,134,986

* Repossessed assetsfor resale includesunregistered rea -estatesamounting to JD 1.8 million.

**TheFair val ue of real -estateinvestments amounted to JD 1.6 million asof December 31, 2003 against JD 2.2
millionasof December 31, 2002.



13-BANKSAND FINANCIAL INSTITUTIONSDEPOSITS

In Jordanian Dinar JD

December 31, 2003 December 31, 2002
Inside Outside Total Inside Outside Total
Jordan Jordan Jordan Jordan
Current accountsand
demand deposits 4,047,306 13,412,702 17,460,008 3,978,712 22,354,180 26,332,892
Depositsdue
within 3months 2,096,183 29,916,615 32,012,798 15,677,373 38,905,522 54,582,895
Deposits maturing
within 3- 12 months - - - - 4,787,605 4,787,605

6,143,489 43,329,317 49,472,806 19,656,085 66,047,307 85,703,392

14-CUSTOMERS’ DEPOSITS

In Jordanian Dinar JD

ITEMS December 31, 2003 December 31, 2002
Current accounts and demand deposits 261,150,129 176,653,640
Saving deposits 580,187,316 479,948,349
Timeand notice deposits 657,294,902 606,525,824
Others 27,915,946 17,321,550

1,526,548,293 1,280,449,363

Public sectors’ depositsamounted to JD 111,867,038 representing 7.3% of total customers’ deposits
as of December 31, 2003 against JD 105,442,580 representing 8.2% of total customers’ deposits as of
December 31, 2002.

Non-interest bearing deposits amounted to JD 273,741,717 representing 17.9% of total customers’
deposits as of December 31, 2003 against JD 212,320,400 representing 16.6% of total customers’
depositsasof December 31, 2002.

Time and notice deposits include restricted deposits of JD 17,604,429, representing 1.2% of total
depositsasof December 31, 2003. Theserestricted deposits arein the name of the Dormant Accounts
Management Fund according tothe provisiona Law No. 33for theyear 2003.

Restricted deposits excluding the Dormant Accounts Fund amounted without restricted Deposited
Irag Fund to JD 21.9 million representing 1.4% of total customers’ deposits as of December 31, 2003
against JD 19.6 millionrepresenting 1.5% of total customers’ depositsasof December 31, 2002.

Dormant accounts amounted to JD 8,029,868 representing 0.5% of total customers’ deposits as of
December 31, 2003 against JD 10,358,770 representing 0.8% of total customers’ deposits as of
December 31, 2002.

15-CASH MARGINS

In Jordanian Dinar JD

ITEMS December 31 - 2003 December 31 - 2002
Direct credit facilities 41,527,142 34,584,833
Indirect credit fecilities 18,229,485 13,379,806
Againg margin dedlings 1,506,268 1,591,379

61,262,895 49,556,018



16-AMOUNTS BORROWED

I'n Jordanian Dinar JD
31 December 2003 Amount No. of Ingalments Repayment  Security  Re-lending  Borrowing

JD Total  Remaining Interest Rate Interest Rate

From Central Banks& Governments

Re-lent tothe Housing and Urban
Devdopment Corporation 28,800,000 30 6 Semiand Government 4.875%  4.750%
From L ocal companies*
Red EdaeMortgegeRe- FinanceCompary 1755000 120 | 65  Mohy  Govenmet  6.233%  5.733%
Red EdateMortgage Re- FinanceCompany 5,805,548 108 | 57 Moty  Govemment  7.800%  7.300%
Real EdateMortgage Re- FinanceCompany 6,000,000 12 10 Semiand Govemment 7.250%  6.750%

13.560.548

From Foreign Banks
Loansof thetradefinanceprogramthat 1 063500 2 1  Semianual Firendd Worthiness 2.089%  1.514%
re-lent to cusomers 1,063,500

_43,424,048

* Amountsborrowed havebeen relent to Housing Fundsand Moutah University.

In Jordanian Dinar JD

31 December 2002 Amount No. of Ingalments Repayment  Security  Re-lending  Borrowing

JD Total  Remaining Interest Rate Interest Rate

From Central Banks& Governments
Re-lent tothe Housing and Urban

Devd opment Corporation 31,400,000 30 8 Semanud Govemment 4.875%  4.750%

Borrowed from the Jordanian government

& relenttothe Housng and Urban

Development Corporation® 711,480 - - Semianud  Govemment 7.920%  7.920%
— 32,111,480

From Local Companies**

Red EsateMortgage Re- Finance Company 7,027,772 108 | 70 Monthly Govemment  7.800%  7.300%

Red EsateMortgage Re- Finance Company 2,079,000 120 | 78 Monthly Govemment  6.233%  5.733%

Real Edate Mortgage Re- Finance Company 4,500,000 12 12 Semiaud  Govemment  7.250%  6.750%
13,606,77

From Foreign Banks
Loansof thetradefinanceprogramre-lent 935,171 2 1 Semianuad FrendaWorhines 2.743%  1.918%
to cusomers ~ 935171

46,653,423

* Repaymentsis30% from the Urban Devel opment sales/ project no.3
** Amountsborrowed have beenre-lentto Housing Fundsand Moutah University



17-OTHER PROVISIONS

December 31, 2003

Provision for commitments & contingencies
Provision for end-of-service indemnity
Other provisons

December 31, 2002

Provision for commitments & contingencies
Provision for end-of-service indemnity
Other provisons

18-OTHERLIABILITIES

ITEMS

Accrued interest expenses

Interest and commissions received in advance

Accrued expensss

Certtified cheques
Transfers

Payment orders
Prizestrusts

Correspondent bankstrusts
Generd Management trusts
Shareholders’ trusts
Deferred income*

Others

In Jordanian Dinar JD

Reversed to Ending
Revenue Balance

Provided
Duringthe
Year

Provision
Used During
theYear

Provision
Beginning
Balance

358,940 132,479 (4,749) (84,012) 402,658
4,259,647 1,423,814 (214,304) - 5,469,157
4,096,536 5,405,122 (3,187,207) (2,671) 6,311,780
8,715,123 6,961,415 (3,406,260) (86,683) 12,183,595

97,298 275,432 (890) (12,900) 358,940
3,256,656 1,279,649 (276,658) - 4,259,647
5,155,045 2,259,873 (2,736,556) (581,826) 4,096,536
8,508,999 3,814,954 (3,014,104) (594,726) 8,715,123

In Jordanian Dinar JD
2003 0,072
1,002,116 1,723,845
15,242,034 14,406,621
664,683 304,835
6,852,605 3,943,978
2,395,806 1,105,525
559,299 520,763
136,490 186,300
161,704 208,289
277,532 251,743
646,663 638,559
3,313,432 3,313,432
3,699,845 2,925,518
34,952,209 29,529,408

* Deferredincome represents 50% of the gain from selling the Housing Bank Commercial Complex during the
year 2001 to the Housing Company for Tourism and Hotels Investments (an associated company that the Bank

owns50% of itssharecapital)



19-TAXATION

The movement on theincome tax provision as follows In Jordanian Dinar JD
ITEMS {0(0X] 2002

Beginning balance 3,636,751 3,866,221
Income tax paid for the previous year (1,368,628) (3,436,028)
Income tax paid for the current year (1,052,275) (4,000,000)
Reversed from the tax provision (192,421) -
Accrued income tax for the year 8,635,000 7,206,558

Ending balance 9,658,427 3,636,751
Income tax in the income statement represents the following:

Provision for incometax for the year 8,635,000 7,206,558

All tax assements until 2002 were agreed with the Income Tax Department in Jordan and Palestine
except for the year 2001.The Income Tax Department in Jordan has assessed approximately JD 3.2
million as additional taxesfor the year 2001. However, the Bank objected against thistax assessment.
Inthe opinion of the Bank’smanagement and itslegal advisor, no additional liabilitiesarelikely to arise
therefrom.

Furthermore, the Income Tax Department in Jordan hasreopened theBank’stax alternative for the
years 1998 and 2000 claiming additional taxes of approximately JD one million. Asaresult, the Bank
appeal ed the decision at the Income Tax Court of Appeal for thoseyears. 1nthe opinion of the Bank’s
management and itslegal advisor, nofurther liabilitiesarelikely to arisetherefrom.

20-MINORITY INTEREST

In Jordanian Dinar JD

Per cent of Minority Interest Minority Interest

December 31 - 2003 Minority Interest Profit (L osses) from Net Assets
International Financial Center Company * %22.5 84,490 174,778
The Housing Bank for Trade & Finance /Algeria** %48 (440,770) 3,325,465
Jordan and Pal estine Investment Company %0.001 - 19
(356,280) 3,500,262

In Jordanian Dinar JD

Per cent of Minority Interest Minority Interest

December 31 - 2002 Minority Interes Profit {L osses) from Net Assets
International Financial Center Company * %22.5 57,857 128,311
The Housing Bank for Trade & Finance /Algeria** %48 - 3,431,962
Jordan and Palestine Investment Company %0.001 - 19
57,857 3,560,292

* TheMinority interest balance of paid dividendsamountedto JD 38,022.
**TheMinority interest shareof foreign currency trand ation for theyear 2003 amountedto JD 334,272.



21-SHAREHOL DERS EQUITY

Paid-up capital
The authorized issued and paid-up capital amounted to JD 100 million divided into 100 million
shareswith apar valueof JD 1 per share.

Additional paid-in capital

Additiona paid-in capital amounted to JD 56,974,008 as of December 31, 2003 against JD
60,519,008 as of December 31, 2002. Moreover, an amount of JD 3,545,000 has been transferred to the
foreign branchesreserve/ Pal estine during theyear 2003.

Statutoryreserve

Asrequired by the Jordanian Banking Law, 10% of the net annual incomebeforetaxistransferredto
statutory reserve. The Bank may resolve to discontinue such annual transfer when the statutory reserve
becomeequal totheBank’scapital. Thestatutory reserveisnot availablefor distribution.

Voluntaryreserve

In accordance with the Jordanian Companies’ Law, the General Assembly may decide to deduct an
amount not exceeding 20% of itsannual net profit asavoluntary reserve. Thevoluntary reserve shall be
utilized for the purposes determined by the Board of Directorsand the General Assembly shall havethe
right to distribute it in whole or any part thereof as dividend to the shareholdersif not utilized for such
Purposes.

Foreign branchesreserve
This item represents foreign branches capitals in accordance with the Central Bank of Jordan
Regulations.

22-CUMULATIVE CHANGESIN FAIR VALUE

In Jordanian Dinar JD

ITEMS SHETEES Bonds Others Total
December 31 - 2003
Beginning balance 6,020,878 745,116 (146,869) 6,619,125
Unrealised net profit 9,073,287 178,359 592,800 9,844,446
Less: Realized net profit transferred to
income statement (2,684,826) (792,799) (44,527) (3,522,152)
Ending balance 12,409,339 130,676 401,404 12,941,419
December 31 - 2002
Beginning balance 7,010,580 407,785 100,094 7,518,459
Unrelised net profit (Losses) 130,116 291,882 (115,326) 306,672
Less: Realized net (profit) losses transferred
to income statement (1,119,818) 45,449 (131,637)  (1,206,006)
Ending balance 6,020,878 745,116 (146,869) 6,619,125

23-RETAINED EARNINGS

In Jordanian Dinar JD

December 31 - 2003 December 31 - 2002

Beginning balance 10,672,755 7,401,492
Net income for the year 22,509,849 21,945,520
Transferred to statutory reserve (3,292,713) (3,352,224)
Recognised income from available-for-sale investments (303,070) (322,033)
Proposed dividends (15,000,000) (15,000,000)

Ending balance 14,586,821 10,672,755




24-PROPOSED DIVIDENDS

The Board of Directors has proposed a cash dividend of JD 0.15 per share totalling JD 15,000,000,
whichissubjecttotheapproval of the Shareholdersat the Annual General Meeting.

25-INTEREST INCOME

In Jordanian Dinar JD

ITEMS 2003 2002

Credit Facilities-

Discounted bills & notes 2,034,962 2,248,183
Overdrafts facilities 6,515,972 8,078,985
Loans & advances 45,602,134 48,142,712
Credit cards 343,720 251,672
Balances with the Central Banks 10,941,237 9,018,163
Balances and depositswith banks & financial institutions 4,264,310 6,946,105
Trading investments 536,316 859,567
Available-for-sale investments 3,471,128 2,638,743
Held-to-maturity investments 10,261,779 12,814,931
Others 154,115 174,794

84,125,673 91,173,855

26-INTEREST EXPENSE

In Jordanian Dinar JD

ITEMS 2003 2002

Banks and financial institutions deposits 834,617 1,100,746
Customer s deposits

Current accounts and demand deposits 456,664 646,198
Saving deposits 6,651,015 9,883,700
Time and notice deposits 12,098,725 17,197,593
Others 829,648 754,659
Cash margins 775,107 864,280
Borrowed amounts 2,471,211 2,676,793
Deposits Insurance Corporation fees 2,136,343 2,061,883

26,253,330 35,185,852

27-NET COMMISSION INCOME

In Jordanian Dinar JD

ITEMS 2003 2002
Commission income:
Direct credit facilities 5,130,250 4,989,344
Indirect credit facilities 2,718,799 2,743,205
Less: Commission expense 11,086 11,633

Net commission income 7,837,963 7,720,916




28-NET GAIN FROM FINANCIAL ASSETS & INSTRUMENTS

In Jordanian Dinar JD

ITEMS 2003 40,072
Gains from trading investments 310,381 147,369
Gains from available-for-sa e investments 9,054,384 3,340,757
Dividends received 1,571,393 1,649,406
Net gains from amortized held-to-maturity investments 3,028,746 -
Others 18,406 (148,004)
13,983,310 4,989,528

29-OTHER OPERATING INCOME

In Jordanian Dinar JD

ITEMS 2003 2002

Foreign exchange income 1,299,138 1,467,297
Fees on saaries accounts 2,166,002 2,005,291
Credit cards income 1,406,215 1,180,051
Safety Deposit Box rental income 167,171 142,195
Commissions on returned checks 195,237 211,131
Account management fees 912,961 462,682
Charges on dormant and low-balance accounts 925,867 1,010,562
Invoice processing fees 77,939 83,270
Customers’ mail charges 633,973 628,601
Bonded net income 68,588 87,173
Revenues on banking services 547,284 328,772
Revenues on transfers 817,757 664,080
Others 1,814,799 1,228,085

11,032,931 9,499,190

30- STAFF COST S

In Jordanian Dinar JD

ITEMS 2003 2002
Salaries and benefits 16,986,783 15,296,425
Socia security contribution 1,642,609 1,469,687
Bank’s contribution in saving fund 42,176 42,767
End-of-service indemnity 1,423,814 1,279,649
Medica expenses 1,020,861 911,387
Training expenses 865,102 594,697
Travel and transportation expenses 441,867 466,168
Others 348,554 375,380

22,771,766 20,436,160




31-OTHER OPERATING EXPENSES

In Jordanian Dinar JD

ITEMS 2003 2002

Computer and software rental 887,784 861,463
Stationery and printings 836,781 720,151
Maintenance and repairs 1,654,651 1,619,924
Post, telephone, telex and internet 1,470,784 1,222,471
Rent 1,316,054 1,158,265
Water, fuel and electricity 847,118 690,355
Advertising 611,313 483,142
Donations 278,207 508,938
Transportation expenses 86,482 83,240
Hospitality 131,805 132,107
Bank’s assets insurance 607,777 572,578
Financial Institutions subscription fees 590,772 483,946
Fees on foreign currency trading 118,758 119,667
Fees on credit facilities processing 255,241 249,516
Bad debts written off 200,240 269,942
Losses from repossessed assets impai rment 995,000 1,307,745
Board of Directors’ transportation & meeting 741,418 613,374
Consultation & researches 623,667 405,206
Others 4,510,990 3,336,059

16,764,842 14,838,089

32-NON-OPERATING INCOME, NET

In Jordanian Dinar JD

ITEMS 2003 2002
Capital gain 166,367 746,686
Revenue from reversal of provisions 279,104 604,004
Other (expenses) revenues - Net (376,915) 9,379
68,556 1,360,069

33-EARNINGS PER SHARE

In Jordanian Dinar JD

ITEMS 2003 2002
Net income 22,509,849 21,945,520
Weighted average number of shares 100,000,000 100,000,000

Earnings per share 0.225 0.219



34-CASH AND CASH EQUIVALENTS

Cash and cash equiva ent balances in the statements of cash flows consist of the following balance
sheet items:

In Jordanian Dinar JD

ITEMS 2003 2002

Cash and balances with Centra Banks 671,308,142 410,845,811
Add: Baanceswith banks and financial ingitutions
maturing within 3 months 133,537,590 228,848,229
Less: Restricted deposits of banks and other ingtitutions 92,737 92,440
Less: Banks and financial institutions deposits
maturing within 3 months 49,472,806 80,915,787

Net cash and cash equivalents 755,280,189 558,685,813

35-FAIR VALUE OF FINANCIAL INSTRUMENTS

The following are the financia assets & financial liabilities that were not stated at fair value:
In Jordanian Dinar JD

ITEMS 2003 2002

BookValue Fair Value Differences BookValue Fair Value Differences

FINANCIAL ASSETS

Cashonhand & at central banks* 671,308,142 671,308,142 - 410,845,811 410,845,811
Balances at banks &

financid ingtitutions 133,537,590 133,537,590 - 228,848,229 228,848,229
Depodtsat banks &

financid ingtitutions 82,007,752 82,007,752 ) 36,400,703 36,400,703
Credit facilities- net ** 628,040,069 628,040,069 - 600,088,046 600,088,046
Available-for-sale

investments 228,280,232 228,280,232 122,211,423 122,211,423

Held-to-maturity investments 152,768,516 153,912,488 1143972 250,167,604 250,258,069 90,465
Investment in associates &

subsidiaries 20,745857 29,745,857 . 23895554 23885792  (9,762)
FINANCIAL LIABILITIES

Banks & financia institutions

deposits 49,472,806 49,472,806 - 85,703,392 85,703,392 -
Customers’ deposits 1,526,548,293 1,526,548,293 - 1,280,449,363 1,280,449,363 -

Cash margins 61,262,895 61,262,895 - 49,556,018 49,556,018 -
Amounts borrowed 43,424,048 43,424,048 . 46,653,423 46,653,423 -

Net difference between book S -
value & fair value 1143972 _ 80,703

*Do not include accrued interest shown separately within other assets.
**Because the provisions are computed according to the Central Bank of Jordan’s regulations.

36-FOREIGN CURRENCIESRISKS

In Jordanian Dinar JD

Foreign currency Equivalent Foreign currenzcglx)2 Equivalent

%1,000” JD “1,000” “1,000” JD “1,000”

U.S Dollar (18,550) (13,152) 185 131
Sterling Pound 3,375 4,259 3,414 3,882
Euro (1,806) (1,643) 1,670 1,179
Swiss Frank 1,302 745 (1,068) (546)
Japanese Yen 164 1 (26,038) (156)

Others - 23,336 - 4,229



37-INTEREST RATE RISK

Interest rate risk arisesfrom the possibility that changesin interest rateswill affect future profitability
or fair values of financial instruments as a result of mismatches or gap in assets and liabilities for
stipul ated periods or changesin interest ratesin a specific period. The Bank manages interest rate risk
by monitoring interest rateson assetsand liabilitiesthrough risk management strategy (disclosure made

onthebasisof periodsof repricinginterest or maturity, whichever periodisearlier).

31 December 2003

Up to 6 months
3 months to 1year

ASSETS

Cash and ba ances with central banks 408,298,500 105,000,000 -
Balances with banks and financial institutions 131,291,635 - -
Deposits with banks and financial institutions - - 82,007,752
Trading investments - 1,000,000 874,555
Credit facilities - net 104,306,108 60,107,270 106,854,462
Available-for-sale investments 42,285,248 7,871,101 24,602,000
Held-to-maturity investment - net 54,841,180 21,386,063 5,253,515
Investments in associates & subsidiaries - - -

Fixed assets - net - - -

Other assets - - -

TOTAL ASSETS 741,022,671 195,364,434 219,592,284
LIABILITIES

Banks and financid institutions deposits 45,105,368 - -
Customers' deposits 762,952,595 94,419,414 81,308,985
Cash margins 673,066 6,377,376 8,509,369
Amounts borrowed 2,050,056 2,286,555 2,673,110
Other provisions - - -

Other liabilities - - -
Income tax provision - - -
TOTAL LIABILITIES 810,781,085 103,083,345 92,491,464
Minority interest - - -
Total Shareholders’ Equity - - -

TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY 810,781,085 103,083,345 92,491,464
Sensitivity difference of balance sheet items (69,758,414) 92,281,089 127,100,820
Cumulative sensitivity differences (69,758,414) 22,522,675 149,623,495



1-3
year

3,676,865
175,318,618
47,632,989
28,692,758

255,321,230

*

314,125,582
29,047,206
31,692,442

374,865,230
374,865,230
(119,544,000)

30,079,495

Over
3years

1,040,000
175,309,091
69,350,390
42,595,000

288,294,481

109,567
4,721,885

4,831,452

4,831,452

283,463,029
313,542,524

Non- inter est
bearing items

158,009,642
2,245,955
2,082,667
6,144,520

36,538,504
29,745,857
34,244,734
51,472,055
320,483,934

4,367,438
273,741,717
16,546,311
12,183,595
34,952,209
9,658,427

351,449,697

3,500,262
279,076,499

634,026,458

(313,542,524)

Total

671,308,142
133,537,590
82,007,752
8,674,087
628,040,069
228,280,232
152,768,516
29,745,857
34,244,734
51,472,055
2,020,079,034

49,472,806
1,526,548,293
61,262,895
43,424,048
12,183,595
34,952,209
9,658,427
1,737,502,273
3,500,262
279,076,499
2,020,079,034

In Jordanian Dinar JD

Average
interest rate%o

2.60
2.89
1.76
6.28
8.51
3.28
4.32

1.25
1.60
157
5.30

* Out of which 51.7% represents saving deposits consider ed as core deposits maturing after oneyear .



(37) INTEREST RATE RISK (Continued)

31 December 2002

Up to 6 months
3 months to 1year

ASSETS

Cash and balances with central banks 256,400,000 30,821,864 -
Balances with banks and financial institutions 224,571,238 - -
Deposits with banks and financial ingtitutions - 23,663,098 9,268,802
Trading investments - - 3,703,224
Credit facilities - net 111,871,853 57,324,984 94,491,143
Available-for-sale investments 11,573,280 2,193,311 12,469,232
Held-to-maturity investment - net 12,821,381 30,333,930 131,000,753

Investmentsin associates & subsidiaries - - -
Fixed assets - net - - -

Other assets - - -
TOTAL ASSETS 617,237,752 144,337,187 250,933,154
LIABILITIES
Banks and financid institutions deposits 77,335,018 2,418,803 2,368,802
Customers' deposits 668,546,554 95,872,605 55,098,215
Cash margins 3,351,812 3,757,665 5,142,835
Amounts borrowed 1,321,727 1,686,556 2,784,592
Other provisions - - -
Other liabilities - - -
Income tax provision - - -
TOTAL LIABILITIES 750,555,111 103,735,629 65,394,444

Minority interest - -
Total Shareholders’ Equity - -

TOTAL LIABILITIES& SHAREHOLDERS EQUITY 750,555,111 103,735,629 65,394,444

Sensitivity difference of balance sheet items (133,317,359) 40,601,558 185,538,710
Cumulative sensitivity differences (133,317,359) (92,715,801) 92,822,909



Non- interest

bearing items

- - 123,623,947
- - 4,276,991
3,468,803 - -
7,118,343 1,015,000 2,325,261
162,666,530 162,648,025 11,085,511
30,989,884 27,948,523 37,037,193
36,358,429 39,653,111 ;
- - 23,895,554
- - 34,257,038
- - 52,134,986
240,601,989 231,264,659 288,636,481
—_— - 3,580,769
248,611,589 - 212,320,400
15,936,105 - 21,367,601
10,692,448 30,168,100 ;
- - 8,715,123
; - 29,529,408
- - 3,636,751
275,240,142 30,168,100 279,150,052
- - 3,560,292
- - 265,207,452
275,240,142 30,168,100 547,917,796
(34,638,153) 201,096,559 (259,281,315)
58,184,756 259,281,315 .

410,845,811
228,848,229
36,400,703
14,161,828
600,088,046
122,211,423
250,167,604
23,895,554
34,257,038
52,134,986

1,773,011,222

85,703,392
1,280,449,363
49,556,018
46,653,423
8,715,123
29,529,408
3,636,751

1,504,243,478

3,560,292
265,207,452

1,773,011,222

In Jordanian Dinar JD

INEELE
interest rate%

3.75
2.67
2.62
5.14
9.84
4.12
4.92

161
247
2.20
5.46

* Qut of which 52% representssaving deposits considered as core deposits maturing after oneyear .



(38) LIQUIDITY RISK

Assetsand liabilitiesmaturity (onthebasisof theremainingperiod at thefinancial statementsdate).
Liquidity risk isthe risk that the bank will be unable to meet its net financial liabilities as a result of
market diversity or the declinein the credit level that may cause a shortage in funding sources. In this
respect, the Bank’s management has diversified its funding sources, managed assets and liabilities
taking into consideration liquidity and keeping adequate bal ances of cash, cash equival ents and quoted
Securities.

31 December 2003

ITEMS 1%1%;51% mloﬁt?ﬁs m%ﬁt?ls

ASSETS

Cash and bal ances with central banks 279,308,142 287,000,000 105,000,000
Balances with banks and financial institutions 107,841,422 25,696,168 -
Deposits with banks and financial ingtitutions - - -
Trading investments 8,674,087 - -

Credit facilities - net 71,467,385 38,983,243 60,107,270
Available-for-sale investments 63,316,437 - 7,871,101
Held-to-maturity investment - net 1 54,841,179 21,386,063
Investments in associates & subsidiaries - - -

Fixed assets - net - - -

Other assets 18,658,433 894,463 1,341,694

TOTAL ASSETS 549,265,907 407,415,053 195,706,128
LIABILITIES
Banks and financial ingtitutions deposits 23,443,863 26,028,943 -
Customers deposits 615,330,438 421,363,873 94,419,414
Cash margins 8,963,502 8,255,875 6,377,376
Amounts borrowed 1,792,353 257,703 2,286,555
Other provisions - 852,654 -
Other liabilities 11,282,357 2,955,508 1,369,739
Income tax provision - 9,658,427 -
TOTAL LIABILITIES 660,812,513 469,372,983 104,453,084
Minority interest - - -
Total Shareholders’ Equity - 15,000,000 -

TOTAL LIABILITIES& SHAREHOLDERS EQUITY660,812,513 484,372,983 104,453,084

Period gap (111,546,606)  (76,957,930) 91,253,044
Cumulative gap (111,546,606) (188,504,536)  (97,251,492)



In Jordanian Dinar JD

6 months
to lyear
- - - - 671,308,142
- - - - 133,537,590
82,007,752 - - - 82,007,752
- - - - 8,674,087
106,854,462 175,318,618 175,309,091 - 628,040,069
24,602,000 47,632,989 73,605,808 11,251,897 228,280,232
5,253,515 28,692,758 42,595,000 - 152,768,516
- - - 29,745,857 29,745,857
- - - 34,244,734 34,244,734
2,683,392 - - 27,894,073 51,472,055
221401121 251,644,365 291,509,899 103,136,561 2,020, 079,034
- -, - - 49,472,806
81,308,985 314,125,583 - - 1,526,548,293
8,509,369 29,047,206 109,567 - 61,262,895
2,673,110 31,692,442 4,721,885 - 43,424,048
- - - 11,330,941 12,183,595
3,492,521 5,804,201 2,645,601 7,402,282 34,952,209
. - - - 9,658,427
"~ 95,983,985 380,669,432 7,477,053 18,733,223 1,737,502,273
- - - 3,500,262 3,500,262
- - - 264,076,499 279,076,499
95,983,985 380,669,432 7,477,053 286,309,984 2,020,079,034
125,417,136 (129,025,067) 284,032,846 (183,173,423)
28,165,644 (100,859,423) 183,173,423 -

* Qut of which 51.7% represents saving deposits consider ed as core deposits maturing after oneyear .



38- LIQUIDITY RISK (Continued)

31 December 2002

ASSETS

Cash and balances with central banks
Balances with banks and financial institutions
Deposits with banks and financial institutions
Trading investments

Credit facilities - net
Available-for-sale investments
Held-to-maturity investments - net
Investments in associates & subsidiaries
Fixed assets— net

Other assets

TOTAL ASSETS

LIABILITIES

Banks and financial institutions deposits
Customers deposits

Cash margins
Amounts borrowed

Other provisions

Other liabilities

Income tax provision

TOTAL LIABILITIES

Minority interest

Total Shareholders’ Equity

TOTAL LIABILITIES & SHAREHOLDERS

EQUITY
Period gap
Cumulative gap

Up to 3-6
1 month months
214,823,947 165,200,000 30,821,864
178,732,167 50,116,062 -
- - 23,663,098
2,325,261 - -
83,383,776 39,573,588 57,324,984
33,536,708 3,544,646 2,193,311
- 12,821,381 30,333,930
19,793,019 1,335,020 2,002,530
532,594,878 272,590,697 146,339,717
79,757,948 1,157,839 2,418,803
580,014,906 300,852,048 95,872,605
16,643,464 8,075,949 3,757,665
128,852 1,192,875 1,686,556
- 670,444 -
1,460,256 2,568,922 1,204,813
- 3,636,751 -
678,005,426 318,154,828 104,940,442
- 15,000,000 -
678,005,426 333,154,828 104,940,442
(145,410,548) (60,564,131) 41,399,275
(145,410,548) (205,974,679) (164,575,404)



Without

In Jordanian Dinar JD

9,268,802
3,703,224
94,491,143
12,469,232
131,000,753

4,005,060
254,938,214

2,368,802
55,098,215
5,142,835
2,784,592

2,386,397

67,780,841

67,780,841

187,157,373
22,581,969

* Out of which 52% represents saving deposits consider ed as cor e deposits maturing after one year .

3,468,803
7,118,343
162,666,530
30,989,884
36,358,429

240,601,989

248,611,589*
15,936,105
10,692,448

9,528,403

284,768,545

284,768,545

(44,166,556)
(21,584,587)

1,015,000
162,648,025
27,948,523
39,653,111

231,264,659

30,168,100

30,168,100

30,168,100

201,096,559
179,511,972

maturity

11,529,119

23,895,554
34,257,038

24,999,357
94,681,068

8,044,679
12,380,617

20,425,296

3,560,292
250,207,452

274,193,040

(179,511,972)

410,845,811
228,848,229
36,400,703
14,161,828
600,088,046
122,211,423
250,167,604
23,895,554
34,257,038
52,134,986
1,773,011,222

85,703,392
1,280,449,363
49,556,018
46,653,423
8,715,123
29,529,408
3,636,751
1,504,243,478
3,560,292
265,207,452

1,773,011,222



(39) GEOGRAPHICAL AND SEGMENTAL DISTRIBUTION OF ASSETSAND

LIABILITIESAND OFF- BALANCE SHEET ITEMS

In Jordanian Dinar JD

December 31/2003

Liabilities

Off Balance

A-According to geographical area

Sheet Items

Inside Jordan 1,570,196,294 1,524,473,941 167,262,726
Other Arab countries 183,202,411 210,271,800 32,184,072
Asia* 9,867,543 - 67,863,056
Europe 203,583,154 2,756,532 54,351,500
Africa* - - 15,511,555
America 47,079,174 - 21,328,389
Rest of the world 6,150,458 - 13,572,612
Total 2,020,079,034 1,737,502,273 372,073,910
B-According to segment
Personal accounts 367,457,157 1,156,584,994
Corporate accounts 1,410,755,576 537,009,499
Others 241,866,301 43,907,780
Total 2,020,079,034 1,737,502,273

* Except for Arab countries

In Jordanian Dinar JD

December 31/2002

Liabilities Off Balance
Sheet Items

A-According to geographical area

Inside Jordan 1,380,489,082 1,355,204,106 142,435,430
Other Arab countries 102,427,622 143,225,372 24,948,823
Asia* 7,324,122 - 24,929,169
Europe 229,946,212 5,814,000 46,534,449
Africa* - - 19,943,333
America 46,206,951 - 21,605,275
Rest of the world 6,617,233 - 33,238,900
Total 1,773,011,222 1,504,243,478 313,635,379
B-According to segment
Personal accounts 322,222,539 956,132,773
Corporate accounts 1,331,776,339 505,518,248
Others 119,012,344 42,592,457
Total 1,773,011,222 1,504,243,478

* Except for Arab countries




(40) RELATED PARTY TRANSACTIONS (INCLUDING TRANSACTIONSWITH
AFFILIATED COMPANIEYS)

In Jordanian Dinar JD

ITEMS December 31 - 2003 December 31 - 2002

Balance sheet items

Deposits at affiliated companies 21,730,093 21,738,938

Deposits from affiliated companies 32,924,775 74,521,228

Loans and advances given to affiliated

companies 9,570,471 10,857,174
Off-balance sheet items

Indirect credit facilities - 75,000
I ncome statement items

Interest and commission income 676,170 1,053,324
Interest and commission expense 1,499,178 2,875,257

Capital gaing( losses) — if applicable

Additional information

Interests in suspense - -
Bad debts - -
Non-performing provision - R
Non-performing credit facilities - R
Credit facilities granted to some B.O.D members - -



(41) COMMITMENTSAND CONTINGENT LIABILITIES

In Jordanian Dinar JD

ITEMS December 31, 2003 December 31, 2002
Letters of credit 145,274,399 104,004,395
Acceptance 35,071,645 49,803,398

L etters of guarantee:

1- Payments 28,518,375 38,126,151
2- Performance 38,771,994 38,145,679
3- Other L/Gs 46,533,739 31,515,085
Non utilized facilities 77,903,758 52,040,671

372,073,910 313,635,379

(42) LAWSUITSAGAINST THE BANK

Attheyear-end, therewerelawsuits against the Bank amounting to JD 12.9 million. These lawsuits
are lodged to prevent the Bank from reclaiming amounts due and enforcing real estate mortgages. In
management’s and the legal advisor’s opinion, no materia liability will arise as a result of these
lawsuits, and the provision taken agai nst these sui tes, which amounted to JD 402,659 is adequate.

(43) SEGMENTAL DISTRIBUTIONFORASSETSANDLIABILITIES

The Bank’s operations are organized and managed according to the geographical distributions
through sectorsrepresenting astrategi c activity unit and conducting al | banking services.

The Jordan Sector: This sector performs all banking services which include opening current
accounts, granting documentary credits, accepting deposits and securities, and lending through its
branchesall over Jordan and the operations of subsidiariesin the Kingdomin connectionwith financial
investments.

Foreign Sector: This sector performsall banking services similar to the Jordan Sector in addition to
the operations of subsidiaries in connection with banks and financial investments. The operations of
thissector areoutside Jordan.



Thefollowing schedules present infor mation about therevenues, profits, assets, and liabilities of
thesesector sfor theyear ended December 31, 2003 and 2002:
In Jordanian Dinar JD “1000”

December 31/2003

Foreign Inter
Sector Transactions Total

Revenues
Interest profit from outside 81,837 2,289 - 84,126
Interest income between sectors 118 1,137 - 1,255
Total interest income 81,955 3,426 - 85,381
Net profit (losses) beforetax and fees 33,489 (1,783) - 31,706
Income tax (8,250) (385) - (8,635)
Net income (losses) after tax 25,239 (2,168) - 23,071
Fees . . . (917)
Add : losses of minority interest - - - 356
Net profit - - - ~_ 22510
Assets & liabilities
Assets sector 1,965,013 154,691 (99,625) 2,020,079
Liabilities sector 1,684,363 129,710 (76,571) 1,737,502

In Jordanian Dinar JD “1000”

December 31/2002

Foreign Inter
Sector  Transactions

Revenues
Interest income from outside 89,724 1,450 - 91,174
Interest income between sectors 4 1,556 - 1,560
Total interest income 89,728 3,006 - 92,734
Net profit (losses) before tax and fees 33,580 (3,449) - 30,131
Income tax (7,126) (80) - (7,206)
Net income (losses) after tax 26,454 (3,529 - 22,925
Fees - - - (921)
Add : losses of minority interest - - - (58)
Net profit - - - ~ 21,946
Assets & liabilities
Assets sector 1,738,319 90,311 (55,619) 1,773,011

Liabilities sector 1,469,611 86,614 (51,982) 1,504,243




(44) CAPITAL ADEQUACY

The Capital adequacy ratio is computed according to the regulations of the Central Bank of
Jordan based on the resolutions of Basel Committee. The following schedule shows the capital
adequacy ratio in comparison with that of the previous year. Furthermore, market risks have been
included for the purpose of calculating the ratio for the year 2003.

31 December / 2003 31 December / 2002
Amount Per centage to Amount Per centage to
JD “1000” risk-weighted assets ~ JD “1000” risk-weighted assets
Regulatory capital 245,615 26.03% 242,367 26.65%
Basic capital 230,463 24.42% 243,173 26.74%

(45) INVESTEMNT ACCOUNTSMANAGED ONBEHALF OF CUSTOMERS

Investment accounts managed on behalf of customersamounted to JD 3,853,521 as of 31 December
2003 against JD 2,311,867 asof 31 December 2002. Theseaccountsare not included in the assetsor the
liahilitiesof theBank intheconsolidated financial statements.

For specified management fees, the Bank managed the Housing Bank Fund/Bahrain with total assets
of JD 1,705,242 asof 31 December 2003 against JD 9,817,261 asof 31 December 2002. Furthermore,
the Bank owns all of management’s shares numbering 37,400 shares as of December 31, 2003 and
2002.

(46) COMPARATIVEBALANCES

Some of 2002 balances were reclassified to correspond to 2003 presentation with no effect on
shareholder’sequity or netincomefor theprior year.



