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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Cities and Villages Development Bank

(A Public Institution Established By A Special Decree)
Amman - Jordan

Report on the Audit of the Financial Statements

We have audited the financial statements of
Cities and Villages Development Bank {Public
Shareholding) “the Bank"™, which comprise
of:

® The statement of financial position as at 31
December 2018,

In our opinion, the accompanying financial
statements present fairly, in all material
respects, the financial position of the Bank
as at 31 December 2018, its financial
performance and jts cash flows for the year
then ended in accordance with International
Financial Reporting Standards (IFRSs).

® The statement of profit or loss and other
comprehensive  income, statement of
changes in equity, and statement of cash
flows for the year then ended.

" Notes to the financial statements,
including a summary of significant
accounting policies.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (I5As). Qur
responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Bank in accordance with "the International Ethics Standards Board for Accountants” Code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with this Code. We believe that the audit evidence we have
obtained is sufficlent and appropriate to provide a basis for our opinion.

Other Matter

The financial statements of the Bank for the year ended 11 December 2017 were audited by
another auditor who issued an unqualified report on 11 March 2018.
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INDEPENDENT AUDITOR'S REPORT (Continued)

To the Shareholders of Cities and Villages Development Bank
{& Public Institution Established By A Special Decree)

Amman - Jordan

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

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

Those charged with governance are responsible for overseeing the Bank's financial reporting
Process.

Auditor's Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whather due to fraud or error, and to issue an
auditor's report that includes our opinlen, Reasonable assurance is a high level of assurance
but fs not a guarantee that an audit conducted in accordance with 15As will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements,

As part of an audit in accordance with 154s, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

® Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinicn on the effectiveness of the Bank's internal control,
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INDEPENDENT AUDITOR'S REPORT (Continued)

To the Shareholders of Cities And Villages Development Bank
(& Public Institution Established By A Special Decreg)
Amman - Jordan

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

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

= Evaluate the overall presentation, structure and content of the consolidated financial

statements, including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicated with those charged with governance regarding other matters, the planned
scope, timing of the audit and significant audit findings, including any significant deficiencies
ininternal control that have been identified during our audit.

Report an Other Legal and Regulatory Requirements

The Bank maintains proper accounting records, and the financial statements are in agreement
there with, we recommend the ﬁg_neral Assembly to approve them.
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Cities and villages development bank
{A public institution established by a special decree)
Amman - Jordan

Statement of financial position
As at 31 December 2018

Hote 18 2007
A7) i)

hssets
Cash and cash equivalents {6 135,354, 877 97,489,656
livvesibment deposits certificate-AL Safwa lshamic Bank 2,000,000 2,000,000
Checks under collection (7 38,745,330 57 421,852
Granted credit facilities (8 96,049,948 132,029,224
Uncollected accrued interest 19 5,615,744 3,153,210
Other deblt balances {10 3,249,317 6,350
et joint investments with municipalities {11} 334,040 364,040
Investment in associated company {12 10,000 10,000
Ivestment in financial assets at fair value through other
comprehemive income (13} 241,500 152,000
lrveestment in Ureasury bands (REY 22,000,000 .
klamic financing Loans 15] 9,261,261 8,991,754
Property and equipment (18] 2,036,787 1,444,102
Total Assels 314,918,804 303,303, 78S
Liabilities and Dwners’ equity
Liabilities
Customers' deposits and current accounts (17 105, 340, 000 120,109,819
Loans {18} 113,447 132,790
Local authorities and public institutions {19) BS,399,925 T2.946,158
Qrher credit balances [20] 394,100 497,035
Total Liabilities 195,247,552 193,605,807
Owners Equity (21)
Authorized capital 110,000,000 140,000,000
Pasicd up capitad 101,144,134 97.500,272
General resene B 643, TOE 10,643, T4
Cumulative changes In falr value (283,500) (273,000
Retatned sarnings 7,341,204 -
Drvidends for distribution ta local bodies 1,829, 706 1,576,006
Het owners' equity 119,671,252 109,516, %86
Tatal liabilities and owners’ equity 314,918,804 03,202,788
Conitra accounks
Approved unwithdrawn Loans {Debit)
Approved unwithdrawn commitrment [Credit) (24} 26,489,138 19,063,136

The financial statements from page [1] to [22] were approved and authorized for issue by the

Board of Directors on 3 July 2019




Cities and villages development bank
{A public institution established by a special decree)

Amman - Jordan

Statement of profit or loss and
other comprehensive income for the year ended 31 December 2018

Revenues

Ket interest revenye

Other revenue

klamic financing revenue
Amartization of deferred revenues
Joint revenue with monicipalities
Murahba revenue - Islamic banks
Revenue from treasury stocks

Total revenues

Expesnes

Amortization of a jaint frvestment project

with municipalities

Impairment provision of municipalities facilities
Administrative expense

Total expenses
Profit for the yvear

Other comprehansive income
Changes in fair value

Comprehansive income
General resenve

Proposed dividends for distribution to local authorities

Total

Haote 2018 2017
JD A0
{22} 10,210,848 11,116,479
{25} 893,282 136,151
B4E,15% 341,351
{20 25,529 27,033
(11) 23,012 160,932
(6) 148,994 379,497
{14} 650,100 .
12,799,924 12,163,443
{50,000} (30,000
. {280,131
i23) (3,583,014) {3,551,847)
(3,633,014} (3,B81,978)
9,166,910 B, 181,465
{10,500) (204,750}
9,156,410 8,076,715
7,341,204 6,705,459
1,825,706 1,576,006
9,166,910 B IB1 465




Cities and villages development bank
{A public institution establish ed by a special decree)
Amman - Jordan

Statement of changes in equity
For the year ended 31 December 2018

1018

1 Janyary 2018

Totat comprehensive mcome

Additional pald in capital-Central hark

Additional paid in capital- municipatities share

Amounts trarelerred to the capital from dividend prapased to e
distributad to tocal asthorities

Proposed dividends for distriution b loca! suthorities

31 Decmber 2018

7

1Jzmaary 1007

Tatal comprehensive income

Repayment, of mumicipalities debt from the general reserve
Additional paid in capdtal

Amounts transferred from comprehensive Income Lo general resarve
Amounts transferred 1o the cagetal from dividend proposed to be
distritasted to local authorities

Dividends proposed for distribution to local autharites

31 Decmber 2017

Dividends
Cumuiative proposad for
cheres in falr distribution to
Paid up capital General resarve vl Retained earnings  ocal authorites Total
0 0 3] 1D 10 10

97,570,172 10,543,708 {273,000) & 1,576,006 109,516,985
- {10, 500) 9,166,914 9,156,410
1,200,000 (1,000,000 - . 200,000
797,856 . 97,356

1,576,008 (1,576,006

: 1,825, 706} 1,85, 706
101,144,134 5,543,708 (183,500} 7,341,204 1,815,706 119,671,252
B5 D00L00D 13,538,148 (68, 1500 = 1,568, 128 YT 438, 1ZT
- . (20,7300 B,131,4¢5 8,078,115

(10, 000, 000 . . {10,004, 000}

ﬂ_a.rd.t - = ﬂ_EH.-i
- &, NI, 459 |, 706, 459) .

) 568, 128 - {3,568.128)

. (1,576, 00%) 1,57 006
97,570,271 10,643,708 {273, 000) - 1,578,006 108,516, 756

eee— - —— EE— =




Cities and villages development bank
(A public institution established by a special decree)
Amman - Jordan

Statement of cash flows
For the year ended 31 December 2018

2018 2017

D JD
Operating activities
Income for the year 9,166,910 8, 2B1,465
Adjustments:
Uncollected accured interest (2,462,534) (138,123}
Depreciation 63,034 73,710
Amortization of a joint investment project
writh municipalities 50,000 50,000
Impairment provision of municipalities facilities 280,131

6,817,410 8,547,183
Investment deposits certificate-AL Safwa Islamic Bank - (Z,000,000)
Checks under callection 18,656,522 (32,479,021}
Granted credit facilities 15,979,176 (29,703, 564)
Other debit balances (3,223,052) {295, 689)
Customers’ deposits and current accounts (10,769,739) 47,194,111
Local authorities and public institutions 12,453,767 33,800,465
Other credit balances (102,933) (18,203)
Mot cash flow from operating activities 50,811,249 25,145,382
Investing activities
Investment in treasury stocks {22,000,000) .
Purchase of property and equipment {655,534) {70,372)
Joint investment with municipalities - 50,000
Investment in associate company (10,000
Procesds from sale of property and equipment - 3,50
Met cash flow from investing activities (22,655,534) 413,198
Financing activities
Additional paid in capital 1,997,856 9,002,144
General Reserve {1,000,000) (10,000,000}
Istamic financing loans (169,007) {1,515,730)
Repayment of loans payable {19,343) (19,130)
Met cash flow from financing activites 709,506 (4,932, 16)
Met changes in cash and cash equivalents during the year 17,865,111 20,635,864
Cash and cash equivalents at the beginning of the year 97,489,656 76,853,792
Cash and cash equivalents at the end of the year 135,154,877 97 489,656




Cities and villages development bank
(A public institution established by a special decree)
Amman - Jordan

Motes forming part of the financial statements
For the year ended 31 December 2018

1) General

The Cities and Villages Development Bank was established in 1979 under a special Decree.

It is an official local public institution amnd has a legal independent personality
administratively and financlally.

The main objectives of the bank are long-term financing for establishing service and
productive projects carried out by local authorities in the Kingdom. The Bank also manages
and guarantees loans to those entities that provide essential services to local communities
and assists local authorities in prioritizing their projects’ productivity of its economic
feasibility, and provide expertise , technical and training services to raise the level of
employees in those authorities and also manages the funds of local authorities that are
collected by the government.

The Bank's main address is Amman - Shmeisani.
The following are the names of the Board of Directors Members:

Name Position
Minister of Municipal Affairs

Chairman
General Director of the Bank Deputy Chairman
Representative of the Ministry of Finance Board Member
Representative of the Ministry of Public Works Board Member
Representative of the Ministry of Municipal Affairs Board Membaer
Representative of the Ministry of Planning Board Membar
Representative of the Central Bank Board Membar
Twao representatives from Local Authorities Mermbers

The executive department of the Bank is managed by the general director, who is being
appointed by the Council of Minister's decision upon a recommendation from the Board of
Directors. The department shall implement the Board's decisions, the general policy of the
Bank, supervise the administration body and exercise the awarded authority as per the
regulations issued by the law or delegated by the board

2) Basis of preparation

The principal accounting policies adopted in the preparation of the financial statements are

set out below. The policies have been consistently applied to all the years presented, unless
otherwise stated,

The financial statements are presented in JD, which is also the institution functional currency.
Amounts are rounded to the nearest JO.

These financial statements have been prepared In accordance with International Financial
Reporting Standards, International Accounting Standards and Interpretations (collectively
IFRSs) as adopted by the Jordanian laws.

The preparation of financial statements in compliance with adopted IFRS requires the use of
certain critical accounting estimates. It also reguires management to exercise judgment in
applying the Bank's accounting policies.



Cities and villages development bank

(A public institution established by a special decree)
Amman - Jordan

Hotes forming part of the financial statements
For the year ended 31 December 2018 (Continued)

Basis of measurement

The financial statements have been prepared on a historical cost basis, except for the

financial assets at fair value through other comprehensive income, the details of which are
disclosed in the accounting policies.

Changes in accounting policies
a)New standards, interpretations and amendments effective from 1 January 2018

The following new standards or and interpretations effective for the first time for periods
beginning on or after 1 January 2018:

«IFR5 (15) Revenue from Contracts with Customers IFRS {15): The Bank has not adopted
this standard as it is exempt from its application according to the Standard

«IFRS {9) Financial Instruments IFRS (9): The Bank has adopted this Standard. The impact
of adoption and application of IFRS (9) is reflected in its accounting policy.

In addition to the above, the following are new amendments and improvements that does
not apply or does not have a material effect on the financial statements:

= [FRS (2): Classification and Measurements of Share-Based Payments.
« |AS {40): Clarify Transfers of Investment in Property.
» IFRS (4): Applying IFRS 9 Financial Instruments with IFRS (4) Insurance Contracts

+ Annual Improvements to IFRSs 2014 -2016 Cycle - Amendments on IFRS (1) adopting IFRS
for the first time and IAS {28) Investment in associate and joint venture.

» |FRIC (22) Forelgn Currency Transactions and Advance Consideration.

bjHew standards, interpretations and amendments not yet effective

There are a number of standards, amendments to standards, and interpretations which have

been issued by the IASE that are effective in future accounting periods that the Bank has
decided not to adopt early. These are:

« IFRS {16) Leases (mandatarily effective for periods beginning on or after 1 January 2019),
» IFRS {17) Insurance Contracts (effective 1 January 2021)

s IFRIC (23) uncertainty over income tax positions (effective 1 January 2019).

« Amendments to IFRS {9) Prepayment Features with Negative Compensation.

« Amendments to 145 (28); Long-term Interests in Associates and Joint Ventures (effective 1
January 2019).

« Annual improvements to IFRSs 2015-2017 Cycle (IFRS 3 Business Combinations

and IFRS (11) Joint Arrangements, 1AS (12) Income Taxes, and 1AS (13) Berrowing
Costs (effective 1 January 2019).

In addition, standards and improvements in the above are not expected to have impact on
The Bank's financial statements in the future and some of them do not apply Lo the bank.



Cities and villages development bank

{A public institution established by a special decree)
Amman - Jordan

Motes farming part of the financial statements
For the year ended 31 December 2018 (Continued)

3) Use of estimates and judaments

The Bank makes certain estimates and assumptions regarding the future. Estimates and
judgments are continually evaluated based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. In the future, actual experience may differ from these estimates and
assumptions. The significant accounting estimates adopted in the preparation of the
financial statements are fair value measurements.

The inputs wsed to determine fair value measurements are classified at different levels based
on the inputs and their observability (fair value levels):

Level 1: Quoted prices in active markets {unadjusted) for identical items of assets or
liabilities that the Bank can access at the measurement date.

Level 2: Observable direct or indirect inputs other than Level 1 inputs. These inputs are
significant to the asset or liability either directly or indirectly.

Level 3: Unobservable inputs (i.e. not derived from market data).

The level of inputs used to determine the fair value measurement of financial assets at fair
value through other comprehensive income is the first level.

4) Summary of significant accounting policies

Forelgn currency transactions

Transactions entered into by the Bank in a currency other than the currency of the primary
economic environment in which they operate (functional currency- Jordanian Dinar) are
recorded at the rates ruling when the transactions occur, Foreign currency monetary assels
and labilities are translated at the rates ruling at the reporting date. Exchange differences
arising on the retranslation of unsettled monetary assets and liabilities are recognized
immediately in the statement of profit or loss. Mon-monetary assets and liabilities recognized
at cost are translated at rates ruling at the date of transaction, where non-maonetary items
recognized at fair value translated at rates of valuation date, valuation of profit or loss are
recognized as part of the intended fair value.

Financial instruments

The bank adopted IFRS (9} “Financial instruments” it defines requirements for the
recognition and measurement of both financial assets and labilities and certain contracts
for the purchase or sale of non-financial items. This standard is considered as substitute of
IAS Me. (39) (Recognition and Measurement). IFRS (9) mainly retains the existing
requirements in International Accounting standards (IAS) Mo. (3%). for the classification and
measurement of financial liabilities, however IFRS (9) eliminates the classification of held-

to-maturity financial assets, loans and receivables and available-for-sale assets that fall
under the classifications of 1A5. (39).

Financial assets at amortized cost

The Bank classifies financial assets as at amartized cost based on the business model in which

a financial asset is managed and its contractual cash flow characteristics if it meets both of
the following conditions:

1. It"s held within a business model whose objective is to hold assets for collection of
future cash flows.

7. It's contractual terms cause, on specified dates, cash flows that are solely payments of
principal and interest on the principal amount cutstanding.

i, o



Cities and villages development bank

(A public institution established by a special decree)
Amman - Jordan

Hotes forming part of the financial statements
For the year ended 31 December 2018 (Continued)

These assets are subsequently measured at amortized cost using the effective interest
method, The amortized cost is reduced by impairment losses. Interest income, foreign

exchange gains and losses and impairment are recognized in profit or loss. Any gain or loss on
derecognition is recognized in profit or loss.

Impairment of financiol assets

The Bank has not adopted IFRS (9) regarding the recognition of impairment of financial assets
“mast of which are financial assets of the Government™ based on the instructions to apply this
standard issued by the Central Bank of Jordan. The second section of these instructions
(classification and measurement) states that the debt instruments issued or guaranteed by
the Jordanian government are excluded as provided in the measurement of the probability of
default. The possibility of defaulting on the treatment of credit exposures is limited to the
Jordanian government and is guaranteed without credit loss.

Financial assets through other comprehensive income

The Bank has elected to classify investments in listed companies that have not been
recognized as subsidiaries, associates or joint wventures at fair wvalue through other
comprehensive income (this classification is irrevocable) and not through profit or loss. Which
this classification is considered the most representative of the business model assels,

These investments are measured through other comprehensive income if it meets bath of the
following conditions:

1. It's held within a business model whose objective is to hold assets for collection of future
cash flows and resale, and

2. It's contractual terms cause, on specified dates, cash flows that are solely payments of
principal and interest on the principal amount outstanding.

These assets are inftially measured at fair value and any transaction costs directly attributable
Lo their acquisition or issue. Dividend income is recognized as an income through profit or loss
unless the dividend represents a recovery of part of the cost of the investment, Other net

gains and losses are recognized in other comprehensive Income and are never reclassified to
profit or loss.

Investment property

Investrnent property are stated at cost and any impairment is recognized in the profit or loss
and other comprehensive income statement, the fair values of these investments are disclosed
in the financial statements.

Granted credit facilities

Credit facilities for municipalities and local authorities are recognized when the value of loans

granted under signed agreements between these municipalities, local authorities and the Bank
are disbursed.

At least 1% of the short-term facilities are taken as a provision for impairment. The
management re-evaluates this provision annually as of 2009.



Cities and villages development bank

{A public Institution established by a special decree)
Amman - Jordan

Motes forming part of the financial statements
For the year ended 31 December 2018 {Continued)

Grants for property and equipment

Grants for revenue expenditure are netted against the cost incurred by the Bank at the date
of purchase. Income-related grants are recognized against own costs when they accur, while
deferred grants are recognised as income when retention criteria are met. The portion is
recognized in the statement of profit and losses or in the net of purchased assets

Property and equipment

Items of property and equipment are initially recognized at cost. In addition to the purchase
price, cost includes directly attributable costs that sets the asset in a condition that enables
it to achieve the purpose which it was purchased for.

Depreciation is not applicable on lands as well as projects under construction until they are
completed and available for use. All other items of property and equipment to be depreciated
%0 as to write off their carrying value over their expected useful economic lives. The
depreciation percentage as the following rates:

Asset Depreciation Percentage %
Buildings and decorations 2-15

Yehicles 15

Furniture, fixtures and office eguipment 1015
Computers 25

Capitalized software's 15

When the recoverable amount for assets is less than its book value, they will be written down

to their recoverable amount, The impairment loss is recorded in the statement of profit or
liss.

Any gain or loss arising on derecognition of the asset calculated as the difference between
the net disposal proceeds and the carrying amount of the assets is included in the statement
of profit or loss in the period in which the asset is derecognized.

Capital

Financial instruments issued by the Bank are classified as equity only to the extent that they

do not meet the definition of a financial liability or financial asset, The Bank s ordinary shares
are classified as equity Instruments.

Provisions

Provisions are recognized when the Bank has a present obligations (legal or constructive) as
result of past events, the settlement of the obligations is probable and the amount of those
obligations can be estimated reliably. The amount recognized as a provision is the best
estimate of the consideration required to settle the present obligation at the end of the
reporting period, taking into account the risk and uncertainties surrounding the obligation.

When some or all the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized as an asset if it is virtually certain

that reimbursement will be received and the amount of the receivable can be measured
reliably.



Cities and villages development bank .
(A public institution established by a special decree)
Amman - Jardan

Motes forming part of the financial statements
For the year ended 31 December 2018 (Continued)

5) Financial instruments - Risk management

The Bank is exposed throwgh its eperations to the following risks:

= Interest rate risk
= Credit risk

= Market risk

« Liguidity risk

The Bank is exposed to risks that arise from its use of financial instruments. This note describes
the Bank objectives, policies and processes for managing those risks and the methods used to

measure them. Further quantitative information in respect of these risks is presented
throughout these financial statements.

There have been na substantive changes in the Bank exposure to financial Instrument risks,

its objectives, policies and processes for managing those risks or the methods used to measure
them unless otherwise stated in this note.

(i} Principal financial instruments

The principal financial instruments used by the Bank, from which financial instrument risk
arises, are as follows:

» Cash and cash equivalents

» Checks under collection

» Granted credit facilities

= Uncollected accrued interest

« Other debit balances

» Het joint investments with municipalities

» Investments in financial assets at fair value through other comprehensive income
» Investment in treasury bonds

» Islamic financing loans

« Customers' deposits and current accounts

» Loans

= Local authorities and public institutions deposits
» Other credit balances

- 10 -



Cities and villages development bank
{A public institution established by a special decree)
Amiman - Jordan

Motes forming part of the financial statements
For the year ended 31 December 2018 (Continued)

{ii} Financial instruments by category!

Bemortined Costs Fale e fhecugh other comprehensive incone
e un He wn
g b D ]
Financlal asmets
Cash and c2sh expivalents 135,354 877 07 453 A5 .
Iewessment descsits certificate-AL Safwa amic
Bk 1,000,200 3,000,500
Checks under coliactim 14,765,330 i AT B2
Granted i Tacilities LIRLRTE 132,009, 1
Uncofected accrued interest 5,615,784 3153240
(xher et babnces 18,010 16,250
Wet joint iowestments with momicipeties 134,40 1,040
Financial ssets al Ealr vakue through other
rarretenye bone . . 241,500 152,000
Isvestment in breasary stodss : : .
Ieastic finaning loars 1,161,141 L0,
190,630,517 101 49, 454 144, 500 152,000
Flranical ity
Cistomers deposits aad arrenl somual 109,340,040 2,100 310
=1 113,447 13,75 .
Local bodies and pebéic fstietions withokding §5,199 915 12,044,150 .
Dther credit bainces 18,100 41,005
195,147,552 L5, 000

{I#1) Financial instruments not measured at fair value

A financial instrument not measured at fair value includes cash and cash equivalents,
investments in assoclates, trade and other receivables, trade and other payables, and
financial assets at fair value through other comprehensive income.

Due to their nature, the carrying value of the financial instruments above approximates
thetr fair value.
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Motes farming part of the financial statements
For the year ended 31 December 2018 (Continued)

General objectives, policies and procedures

The Board has overall responsibility for the determination of the Bank risk management
objectives and policies, whilst retaining ultimate responsibility for them, it has delegated the
authority for designing and operating processes that ensure the effective implementation of
the objectives and policies to the Bank finance function.

The averall objective of the Board is to set policies that seek to reduce risk as far as possible
without unduly affecting the Bank competitiveness and flexibility. Further details regarding
these policies are set out below:

Credit risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Bank believes that it not exposed Lo
credit risk as most customers are governmental.

Cradit risk also arises from cash and cash equivalents and deposits with banks and financial

institutions. For banks and financial institutions, The Bank deals with banks with an acceptable
credit rating.

Markeat risk

Market risk arises from the Bank use of interest bearing, tradable and foreign currency
financial instruments. It is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in interest rates (interest rate risk), foreign
exchange rates (currency risk) or other market factors (another price risk).

Interest rate or foir value risk

Financial instruments will expose the Bank to cash flow interest rate risk from financial

instruments at variable rate. The Bank is not exposed to this type of risk due to holding
financial Instruments at fixed rates.

Currency risk

Currency risk arises when the Bank has financial transactions in a currency other tham their

functional currency. The Bank is not exposed to this type of risk because it does not deal in
foreign currencies in its activities

Other market risk

The Bank is exposed to other market price risk due to its investments in financial assets at
fair value through other comprehensive income. The maximum amount exposed to fair value

fluctuations for those investments is JD 12,075 for year 2018 against JD 12,600 for the year
2017.

Liquidity risk

Liguidity risk arises from the Bank's management of working capital. It is the risk that the
Bank will encounter difficulty in meeting its financial obligations as they fall due, The Bank's
policy is to ensure that it will always have sufficient cash to allow it to meet its liabilities

when they become due by ensuring that the bank facilities and funding are provided by the
Government.
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For the year ended 31 December 2018 (Continued)

Currency Risk

Currency risk arises when the Bank has financlal transactions in a currency other than their
functional currency. The Bank is not expeosed to this type of risk because it does not deal in
foreign currencies in its activities. The majority of forelgn transactions are carried out in U5
Dollar, the exchange rate for Jordanian Dinar is fixed against the US Dollar (1.41 Dollar / JOD).

Capital Management

The Bank monitors “adjusted capital” which comprises all components of equity (subscribed
capital, statutory reserve, cumulative change in fair value of investments through
comprehensive income and retained earnings).

The Bank objectives when maintaining capital are:

» To safeguard the Banks ability to continue as a going concern, so that it can continue to
provide returns for shareholders and benefits for other stakeholders.

«To provide an adequate return to shareholders by pricing products and services
commensurately with the level of risk.

The Bank manages its capital structure and makes adjustments to it In the light of changes in
economic conditions and the risk characteristics of the underlying assets. In order to maintain
or adjust the capital structure, the Bank may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt.

&) Cash and Cash Equivalents

2018 017
JD JD
Cash on hand 180,603 116,830
Central Bank of Jordan- Current accounts 109,692,363 79,014 849
Cash at banks- Current accounts 13,375,437 6,702,918
Cash at banks- Deposits 1,106 474 4,040,231
Cash at lskamic bank- Deposits . 7,914,828

115,354,877 57,489,654

Interest rates on current accounts ranged from 0.5% to 2%. The maturity of deposits extends
from one to three months and the interest rate ranges from 3% to 4%.

71 Checks under collection

This item represents the value of the checks receivable from the parties to which these
amounts are due. Most of them are governmental, represented by government support and
their maturity date as of 1 January 2019.
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B) Granted credit facilities

Loans services and public facitities for lbcal authorities
Municipalitites’ facilities
Impariment provsion of municipafities facilities

2018 017

Jo 1D
61,388,819 04,568,751
17,441,260 40,220,604
(2,780,131) (2,780,131)
96,049,948 132,029,224

The loans are entitled to the interest granted to the local authorities for the implementation
of the infrastructure projects as well as the productive loans within a maximum pericd of
twelve years, Of which two years permissive period and payment of 10 installments with
interest (6%) for infrastructure prajects, (7%) for productive projects, And (7.5%) for municipal

facilities.

The following is an illustration of maturity credit facilities. The reason for the decrease in
indebtedness for 2018 is due to decree to pay the indebtedness of some municipalities by

about JO 50 million:

One year or less
Ware than one vear

Balance as 31 December

9) Uncollected accrued interests

Accrued Interest on municipalitites ibans
Accrued interest on deferred deposits - Consolidated treasury account
Accrued interest on current accounts and long term deposits

10) Other debit balances

Infrastructure program recelvables
Prepaid expenses
Refurdable depsoits

.14_

2018 017
J0 1D
61,388,819 14,588,751
14,661,129 17,440,473
96,049,948 132,009,224
2018 2017
JD Jo
1,131,088 1,807,665
3,263,341 :
120,515 345,545
5,615,744 3,153,210
2018 2017
1D I
3,136,307 :
12,115 25,455
795 95
3,249,117 25,250
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11) Het joint investments with municipalities

This item represents the amounts paid to the agreement signed between the municipality of
Rusaifa and the Cities and villages development bank to establish two commercial complexes
on two plots of land within the municipality of Rusaifa where warehouses were established
and rented, and according to the agreement will be provided to the Citles and Villages
Development Bank of 85% of the annual revenue. The annual revenue from the project is JO
17,072 as of December 31, 2018. Accordingly, the bank's share of revenues is JO 23,012,

12) Investment in associated company

Conaslry of

legglently establsbmentt  Coplal Ownerhp Company purpate

Erengy-saving lechnlagy United Lty Josdan W0 M Masefactve andiir sipply
of eaerpy-ng

lary lighting anit,

conetruction and aperation

ol enerpy-saving lamgs and

hhveng Levls

13) Investment in financial assets at fair value through other comprehensive income

This iterm represents the investment in Jordan Loan Guarantee Company (Public Shareholding
Company) listed on Securities and Exchange Commission. The Bank has assessed these
financial assets at the first level mentioned in Mote 3.

14) Investment in treasury bonds

This item represents treasury bonds with a value of JD 22 million and interest rate of 5.505%.
The Bank purchased these bonds based on the announcement issued by the Central Bank on
behall of the Government of Jordan to recpen Issue Mo. (9) of the Jordanian treasury bonds
for the year 2018 issued on 20 May 2018, Which is due on 20 May 2023 based on the meeting
of the Investment Committes of the bank funds Executed by the General Director.

15) Islamic financing loans

This item represents agreements signed with the Ministry of Education and Municipalities
and the Jordan Hejaz RallWay Corporation with a “murabaha” rate of 4.5%.
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16) Property and equipment

Fumibare,
Fchtes and Iject
bukirg 114 office lpiakd et
ok defis bk egipne  Corprss it owfes  Toal
] | R | ] ] B B B
it
ez 351wy 17 Wi LB mM mE SM W num
ki : T S R 1 COEM M
Dspasal : BT B 11, R X1 - - (78, 36)
Rebatce 3 1 Decanier 1011 MBS LSS e mW e I @ 300
it : 149 ST ST W OWE E55M
Pl . . : LA - - 10,87}
Blance 22 31 Decenber 1011 MO OTAM AT Wb AROM LSS 1 LME0R
heeurmlatd derecatice
Baree s ey 01 COmE mm M s MW L LR
lessnciale X (R W 1410 I
Digos - 1 - 11T Y117 ; L
Balnce 1 1 D 2017 I mW mA g mw T Y]
Deeiton ; W onm owum oW 18 T
e . . . . 110,864 - © (Wb
Bidance 1 31 Dacember 1010 COWIN MR A4S s - Lm
et bk ilye
Baorce & | eruary 1011 Mg WM OM® B B M S LS
e 25 11 Degorvber 0T b4 1,187 10, (TR L] W B 1A
Badance 2 31 Dacemster 1016 M I AT am & A 1AM e

Projects under construction include the construction of a new building for the Cities and

Villages Development Bank that the estimated cost of completing the project is 2.5 million
Jordanfan Dimars.

Within the Land of the Bank there are (6) lands registered in the name of the Treasury of
the Jordan.
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17) Customers' deposits and current accounts

2018 W17
JO 0
Dermand deposits for municipalitites and local pullic nstitutions 45,116,929 15,286,219
Ministry of municipalities affairs account 39,071,368 71,744,154
Current accounts of muriclpalitites and local public institutions 23,445,027 11,612,440
Automated control cameras of municipalitites 1,060,000 1,060,000
Muriicipalitites deposits- current accounts (credit bakances) 619,416 341,09
Trainees’ deposits In municipalities 25,320 7,01
Term deposits (Insurance companies) - 16,578

109,340,080 120,109,81%

The demand deposits account represents monthly transfers to the bank from the amounts
collected by the government on behall of local authorities such as fees, taxes, buming
materials fees, road transport, allocations of local authorities In the state budget, penalty
for violations, building and land taxes, These amounts are restricted as deposits in the bank
on behalf of the local authorities to which it belongs and Is considered a guarantee for any
loan recefved by that body. The loan installments to which it is directly due are accrued and
a 1% interest is calculated on the balances of these deposits

18) Loans

This item represents the EEC loan. This loan obtained at a rate of 1% per annum and is
payable in semi-annual instaltments due on 15™ of June and December each year.

The Bank's commitment to these loans is the direction of the Ministry of Planning and

International Cooperation, as the Ministry has re-borrowed these loans from the extemnal
entities above to the Bank.
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19) Local authorities and public institutions

2018 W7
JD J0

Municipalitites 34,002,937 19,894,269
Project deposits 22,776,460 5,184,902
Vehicle fcense revenue 10,584,900 13,587,206
Temparary deposits and others ( 1-19) 6,377,502 2,727,207
Real estate tax- municipalities 5,119,046 4,571,654
Bank deposits to pay municipalitites 1,797,993 1,500,000
Municipalitites deposits to pay dues 2,194,277 1,075,419
Proceeds of involces 301,923 48,821
Regional and local development projectt- Grant- French Agency 88,942 110,022
Proceeds of traffic vislatiors 74,908 .
Regional and local development projectt- Loan- French Agency 58,871 163,993
Poverty fighting program- (18) mumicipalities- European Union 11,166 85,693
Refugees societies project 1,521,451
Regional development project management fees-Workl Bank- French Agency - 69,34
City development Strategy project - 26,173
B5,399,925 72,946,158

19-1) Temporary deposits and other

2018 1017
J0 Jo

Temparary deposits- Revenues of municipat Courts 3,683,123 111,056
Temporary deposits- surphs of tax and fees amounts 1,939,464 1,959 464
Temporary depsits- communication Minstry of Municipalitites Affairs 441,444 441,444
Temporary deposits municipal salaries 19,491 11,770
Depasits of checks nat submitted for disbursment 11,679 41,51
Courts’ provisional attachment deposit 31,968 11,968
Municipalitites depesits faregin furded projects 10,000 30,000
Temparary deposits- dollar exchange currancy 8,041 -
Fawterkom commsion deposits 918 -
Temporary deposits- others 150,172 100,634
6,377,502 1,717,207
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20} Other Credit Balances

pibES T

Jn J0
et balance of West Bank Facilities fnote- 1-20) 196,571 196,971
Accried expense %6, 528 157,163
Delerred revenue [nofe 2-21) 88,718 51,196
Deferred grant income 10,000 10,000
Aocrued interest 1,563 1,583
Other deposits - man
194,100 457,005

————————

20-1}The net balances of West Bank lacilities consist the following:

1018 2017

10 b
West bank depasits (Frozen) 606,339 606,339
Sispended interest on overdrawn and faciities balances 148,997 348,597

955,336 955,136
Deduct:
Owerdrawn accounts balances (Wiest Bank| {137,790 {137, 790)
Due mstaliments on loans | Ein Samiah and Nabis water) {318, 608) (328, 608)
Acerued interest income on loars (Ein Samish and Nabis water) (291,967} (291,967)

196,971 196,971

In according to the Board of Directors’ decree of December 10, 1998, interest on loans
granted to West Bank municipalities and overdraft deposits balances as of 1 June
1998 were discontinued.

20-2 ) Deferred revenues consists the following
s 017
J0 J0
Balance as 1 January 93,394 B0, B3
Increase during the vear 0,871 15,566
Amortization (25,529) {27.003)
Balance as 31 December 88,718 93,39
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21) Equity
Capital

The authorized capital is JD (110) million and the paid up capital is JD (101,144,134) divided
as following:

18 T
Jo 3
Goverment of Jordan contribtion 78,500,000 78,002,144
Central Bank of Jordan contribution 2,200,000 1,000,000
Local authorifies contribution 10,144,134 18,568,118

101,144,130 97,5M,172

According to the Prime Minister's Decree No. 17/2017 on 6 December 2017, the increment

capital of the Bank was approved, which represents the value of the grant from the Kuwait
Fund for Arab Economic Development.

Referring to the letter of HE the Governor of the Central Bank No, 15/2/8%07 dated July 1,
2018, which includes doubling the contribution of the Central Bank to the capital of the
Bank, provided that this increase is financed through the reserves of the Bank like the
government contribution and reverse the recent increase in the bank's capital amounting to
JD 10 million on the contribution of the Central Bank, And in arder to maintain the rate of
contribution of the Central Bank before these increases, amounting to 2% of the capital and
in line with the decree of the Prime Minister in this regard

The percentage of proposed profits to be distributed to local authorities was 19.915%,
representing JD 1,825,706 of the net distributable profits for the year 2018, They were
distributed according to the contribution of each municipality to the capital of the Bank
under Management decree No. 13/2019 of 30 June 2019.

The percentage of proposed profits to be distributed to local authorities was 19.035% and
represents JO 1,576,006 of the net distributable profits for the year 2017, They were
distributed according to the contribution of each municipality to the capital of the Bank
under Management decree Mo. 11/2018 of 4 July 2018,

Under the Bank's Law Mo. 63 of 1985, each entity deducts its share of the Bank's profits by

its share capital and transfers the balance of the remaining profits to the general reserve of
the Bank.

General Reserve

Under Article (13) of the Bank Law and its amendments Mo, (38) of 1979, which stipulates
that each municipality shall pay its share of the profits of the Bank in proportion to its share
in the Bank's capital and transfer the balance of profits to the general reserve of the Bank.

Accarding to the decree of the Prime Minister No. 18/2017 dated 6 December 2017, it was
agreed to transfer the amount of 10 million Jordanian dinars from the reserves of the bank
to contribute to the payment of municipal indebtednass.
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22) Het interest revenue

20158 2017
JD JD

Credit facilities interest 6,604 439 8,387,061
Bank accounts interest 3,867,790 2,951,540
Deduct:
Municipalitites deposits’ interest (250,472) {213,027)
Deferred interest municipalities and commissions (9,642) (7,632)
Interest on foreign loans accounts (1,267) {1,463}

10,210,848 11,116,479

T T T e
Interest rates on current accounts from 0.5% to 2%.
The deposit interest rate ranges from 3% to 4%,
13) Administrative expenses
018 2017
JD JD
Salaries, wages and allowances 2,319,777 2,384,343
Social seculrty 347 463 319,338
Bonuses and incentives 300, 000 246,974
Travel and transportation 135,619 135,625
Electricity and water 92,536 91,677
Depreciation 63,034 3,710
Maintenance and cleaning a0, BB 61,897
Rents 48,968 51,000
Board of Directors’ remuncrations 43,740 25,273
Books, supplies and programs 28,753 34,520
Traning and studies 20,997 25,000
Postage, telephone and fax 19,571 24,008
Branches' subscripiions 17,341 13,249
Maintenance and computer expense 12,741 7,159
Fuel and heating 12,420 16,500
Supplies and consumables 12,000 1,789
Insurance 11,780 8,218
Professional foes 10,000 &, 250
Printing and stationory 6,733 7,084
Hospitalitiy 5,303 4,815
Miscellaneous 4,999 3,980
Vehlcles expense 4,961 7087
Advertisements 2,500 1,160
Others 281 1,233
3,583,014 3,551,847

e
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24) Contra accounts

Unwithdrawn signed lslamic loans/ govermentat instiutions

Unwithdrawns locat autharitles loans- with interest

Un-signed approved loans with interest

Soctal productivity program, World Bank prajects and French agency provided by
supplbers

Un-signed approved klamic loans govermental institutions

Pledge on behalf of municinalities against other commitments

Bills under collection foans from Petra committee)

Loars to support municipalities’ urgakd salaries and current balance expenses
Mon interest bearing Loans to local authorities

Undisbursed local authoritites loans with no interest

15) Other revenue

Syrian Refugee project administrative income
Local developrment income and city development

strategy project
Other revenue

2018 M7
o Jn
11,748,516 12,503,133
7,890,959 1,415,714
7,259,000 1,445,000
1,037 826 1,052,689
449,108 44,108
75,889 §7, 184
17,934 18,658
10,000 9,804,443
- 157,18
30,000
18,489,236 29,061,136
2018 2017
Jo Jo
674,649 -
89,338
129,295 138,151
893,282 138,151
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