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JORDAN KUWAIT BANK

“More than just a bank”

VISION

" To be one of the pioneer Arab banks through
offering a distinguished comprehensive banking
solutions, in line with the latest developments in
banking industry and e-business in the world "

Mission

" We are a Jordanian banking institution which

offer global services assured with high quality

and professionalism by taking full advantage of

the Bank’s advanced technological capabilities
and its staff efficiency to render qualified services to
customers. JKB seeks to diversify its customer base to
include various Jordanian & Arab economic
sectors, in order to achieve a rewarding yield to
shareholders, in addition to enhance the national
economy development, and society welfare. "
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an ancient art with modern meaning
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B CHAIRMAN'S MESSAGE I—

Dear Shareholders,

| am pleased to present you with the Board of
Directors' Annual Report on the Bank's fiscal
results, including financial statements as at
December 31, 2001 and the achievements
during the year, that commemorated the 25th
anniversary of its establishment, and the fifth
year since the new Board of Directors
assumed its responsibilities.

As you well know, the year 2001 did not only
mark the beginning of the new millennium, it
also witnessed unprecedented events of
global proportions, bringing about changes
that could easily be described as a turning
point in history. The magnitude of these
events and developments had their negative
impact on expectations worldwide. We hope
this impact will be temporary and we remain
optimistic that, under its wise and far-sighted
leadership, our country will be able to
overcome the prevailing adversities. We are
confident that Jordan will charge ahead with
determination to implement the ambitious
development agenda and enhance our
country's progress and prosperity.

In the year 2001, Jordan embarked on
well-studied plans for an era of radical change
and reform in its investment policies. The
business community responded positively to
His Majesty King Abdullah's vision and his
strong personal commitment to national
economic issues and a comprehensive
program for socio-economic transformation.
The development package will be imple-
mented through active cooperation between
the private and public sectors.

Throughout the year, there were several in-
dications of improvement in the overall per-
formance of the national economy as a num-
ber of sectors showed growth and prosperity.

The Central Bank of Jordan's sound policies
were effective in stimulating commercial
activities and investments. The Amman Stock
Exchange registered a sharp increase in the
volume of trade and a noticeable rise in the
prices of most shares. As strong believers in
the pivotal role that could be played by the
private sector, we would like to reaffirm our
total support for development plans designed
to achieve progress for our dear country. We
look forward with optimism and confidence
towards the coming years, confident that
Jordan will be able to take full advantage of
the opportunities opened up by the Agaba
Special Economic Zone (ASEZ), the Free
Trade Agreement between Jordan and the
United States, The Jordan-EU Partnership
Agreement, Jordan's membership in the Arab
Free Trade Zone, and the expansion of
Special and Qualified Industrial Zones.

Dear Shareholders,

This year, Jordan Kuwait Bank marked five
years since it came under the current Board's
management. This period has been the most
distinguished in the Bank's history.It observed
accomplishments of development programs
and plans; diligent efforts to enhance the
Bank's achievements, upgrade its per-
formance and continuous development of its
competitive capabilities. We rebuilt its image
and reputation and achieved optimal
utilization of its resources towards reaching its
full potential. Our efforts have proven to be
successful as our overall performance
substantially improved, year after year, since
1997.

We are pleased to announce that the profits
realized in the year 2001, were un-
precedented. After allocating the required
taxes, fees and provisions, net income for the
year amounted to USD 10.390 million,
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representing an increase of USD 3.157
million and a growth rate of 43.7% in
comparison with the previous year. Total
Shareholders’ Equity rose to USD 76
million, with an increase of USD 18 million
and a growth rate of 31.2 % compared
with the previous year's figures.

These results, together with the growth
recorded by all the items on the balance
sheet, highlight the efficiency of the Bank's
management and the success of its
policies for managing assets and liabilities
and achieving optimal utilization of
financial resources.

The steady growth in JKB's achievements
over the past five years was the result of
the consistent application of strategic
planning in the management of all aspects
of the Bank's work and the sustained effort
in realizing set objectives. A notable
efficiency has been achieved through the
implementation of restructuring plans, the
build-up and strengthening of the capital
base and enhanced patterns of business
administration and services. The develop-
ment of risk management and monitoring
tools and techniques, the development of
the technological infrastructure and the
improvement of the work environment and
the organizational climate were also the
subject of major attention.

Throughout this period, we have been
keen to strengthen all elements of the
Bank's capital base through focusing on
supplementing  Shareholders’  Equity,
which constitutes the basic element of the
Organizational Capital. This was achieved
through a balanced policy of profit alloca-
tion between dividends, retained profits
and capitalization. The Bank distributed
bonus shares of 50 % for the year 1997,
retained profits in 1998, dividends of 10%
in 1999 and bonus shares of 25% for the
year 2000.
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For 2001, the Board of Directors is
pleased to recommend to the General
Assembly the allocation of USD 5,290
million, equivalent to 15% of capital, to be
distributed as cash dividends to the
shareholders, and retaining the balance to
strengthen the Bank's capital base. We
believe this will enhance the Bank's ability
to sustain the momentum of desirable
growth rates and enhance our capability
for funding and investment. It will also
serve our plans to increase our activities
abroad, either through direct branching or
through partnership with overseas banks
and financial institutions in promising
areas.

A glance at the growth of the balance
sheets between 1997 and 2001 provides a
clear picture of our progress. During this
period, net profits grew by 210%,
shareholders’ equity by 145%, total assets
by 104%, and net operating income by
99%. Total customers deposits, including
cash margins, have increased by 86% and
net credit facilities by 75%. We believe
that the momentum of growth and
development over the past five years
commensurate with the efforts made and
we are determined to make this
momentum a characteristic of our
achievements in the years to come.

Dear Shareholders,

In the year 2001, the Bank carried out an
ambitious plan for geographical expansion
aimed at enlarging our retail client base
and providing banking services for a larger
number of citizens in different areas
throughout the Kingdom.

Early in May, we opened a Cyber Branch
in the Sweifiyya area in Amman, and six
further branches and offices were

inaugurated in the second half of the year
in the cities of Mafrag, Salt, Madaba,
Kerak and in the Sweifiyya and Hai Nazzal
areas in  Amman. JKB's existing
technological infrastructure and the Bank's
high operational capacities enabled us to
carry out these expansions smoothly.

From the beginning of 2001, the Bank's
branches began to sell the insurance
services of our subsidiary, Arab Orient
Insurance Co. and made a substantial
contribution to the wider marketing of its
products.

Late in May, JKB's International Banking
Unit (IBU) in Cyprus commenced its
operations and now offers investment and
banking services for the Bank's clients in
Jordan and abroad. JKB's representative
office in Algiers, a joint venture between
JKB and Tunis International Bank, also
started its operations early in August
2001. In the short period since their
launch, both the IBU and the Algiers office
have produced encouraging results.

We were hoping that the Bank's branch in
Nablus would restore its performance, but
the difficult circumstances prevailing in
Palestine throughout the year 2001
mitigated against its ability to produce the
desired results.

Dear Shareholders,

In as much as JKB's story of success over
the past five years deepens our pride and
satisfaction, it also imparts us with new
challenges. The challenge to go beyond
our current progress and achievements, to
offer our clients the best services at all
times, by upgrading and diversifying the
products continuously. In this regard, and
to ensure that all the Bank's departments

are well equipped to meet the challenges
of the new era, we will continue with our
restructuring program and all other
necessary changes until we realize the
optimal level of efficiency in all aspects of
our work. And to highlight our motto,
"More than just a Bank", we offer our
clients all our facilities and expertise to
help them succeed in their businesses,
develop them and promote their services
and products. Jordan Kuwait Bank will
always be the faithful partner and the
sincere protector of their interests.

Finally, | am grateful to our shareholders
and clients for the trust they have shown
us. | would like to thank my colleagues,
the members of the board, for their
sincere and constructive support and
cooperation, which has been a key factor
in the success we achieved over the past
five years. | hold in great esteem the
Central Bank of Jordan, which has exerted
great efforts to develop and strengthen the
position of the Jordanian banking sector. |
also extend my thanks to all the Bank's
employees for their efforts, their loyalty
and the role they have played in the
success of this dear establishment and
the realization of its goals.

Abdel Karim Kabariti
CHAIRMAN OF THE BOARD
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B 2001 ACHIEVEMENTS I —

Financial Results

Jordan Kuwait Bank enjoyed the best results
in its history during the year 2001. This
remarkable performance coincided with the
25th anniversary of the Bank's foundation and
the fifth anniversary of its revitalization under
the direction of the new Board of Directors.

After allocating all required taxes, fees and
provisions, JKB posted net profits for 2001
amounting to USD 10.390 million, an increase
of USD 3.157 million or 43.7% compared to
the previous year's figures, and 210% against
those of 1997.

Total assets as at the end of 2001 reached
USD 804 million, against USD 769 million in
2000, realizing growth of 4.5%. The
enormous improvement in profit levels in
relation to asset growth reflects the
effectiveness of the Bank's policy of asset and
liability management and its policy of directing
investment towards productive sectors.

Shareholders equity rose to USD 76 million,
an increase of USD 18 million, representing a
growth rate of 31.2% compared with the
previous year and, recording our highest ever
equity growth.

These results reflected positively on all
financial ratios and total performance
indicators. The ROA (Return on average
assets) rose to 1.8% from 1.6% in the
previous year, and the RAE (Return on
average equity) achieved the record of
21.4%, compared with 18.7% in 2000, and
against the 16% forecast for the year. Capital
adequacy recorded 17%, up from the
previous year's figure of 16.4 %, surpassing
both the requirements of the Basel
International Committee and the regulations
set by the Central Bank of Jordan (CBJ). The

ratio of administrative and general expenses
to average assets improved to 1.5%, against
1.6 % for 2000; operating expenses also
improved against net operating income,
reaching 54%, compared with 63.4% in the
previous year.

In summary, the results and achievements
realized in 2001 have added new elements of
strength and safety to JKB capital base and
fiscal position and will facilitate the Bank's
ability to move into a new phase of its
development.

Customer Deposits Portfolio

The customer deposits portfolio, including
cash margins, improved by 5.8% against the
previous year to reach USD 606 million.
Throughout the year, JKB management was
keen to create a sound balance between the
components of the portfolio through
diversifying and expanding the customer
base. This was achieved by attracting small
customers' deposits and reducing the
concentration of large deposits which in
general are characterized by their sensitivity
to interest rates, a matter, which affects the
stability of financial resources and the
maturity scale.

JKB was able to expand its customer base in
Jordan and abroad by building and promoting
its new image and the tangible changes in its
electronic and traditional services, and by
introducing new concepts in the relationship
between bank employees on the one hand
and Bank clients and the public on the other.

As part of its expansion program and its
efforts to enhance the base of retail clients
and small customers in Jordan, branches
were opened in six new areas, expanding the
Bank's presence to the Mafraq, Madaba,
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Kerak, and Salt governorates, and to the
Sweifiyya and Hai Nazzal areas of
Amman.

In order to further expand its investment
and banking services to cover customers'
activities inside the Kingdom and abroad,
JKB opened an International Banking Unit
in Cyprus, which commenced activities in
the second half of the year 2001. The
branch has been linked to the bank's
headquarters via the Internet and has
adopted an accounting system compatible
with the general accounting system of the
Bank. In addition, a representative office
was established in Algeria in collaboration
with  Tunis International Bank and
commenced its operations on August
1st.2001.

Credit and Facilities Portfolio

The year 2001 was notable in terms of the
management of the Bank's credit portfolio.
Direct net credit facilities reached USD
334.8 million, rising by 24% in comparison
with the end of the previous year. The
year also witnessed a change in the
volume and quality of the facilities
extended as a result of an increasing
interest in financing productive sectors
that have good potential for success and
sustainability, and a proven availability of
adequate resources to repay loans,
sustain cash flow and provide satisfactory
guarantees.

During 2001, the Bank focused on
providing large credit facilities and
syndicated loans. It was the lead manager
of JD 30 million (USD 42.3 million)
syndicated loan for Jordan Mobile
Telephone Services Co. (Fastlink). Nine
other Jordanian banks participated in this
loan.

The Bank participated in a number of
other syndicated loans to key economic
sectors, in addition to financing the
activities of leading institutions in the
services, housing and education sectors
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that are playing a key role in the develop-
ment of the national economy.

Throughout the year 2001, the Bank
continued to introduce new credit products
and to develop its existing products in
order to ensure its competitive edge within
the local market. Loans were offered to
members of the Armed Forces and to
employees and teachers of the Ministry of
Education. Terms for housing loans were
eased and their recipient base was
expanded. More flexibility was introduced
regarding consumer and personal loans
and the issuing of credit cards.

In 2001, the Bank responded to
instructions by the CBJ to all banks to
lower interest rates on facilities in order to
encourage investment and activate the
economy.

The year 2001 witnessed tangible
improvement in the volume of indirect
facilities, which rose to USD 294.5 million,
representing an increase of USD 64.7
million against 2000 and a growth rate of
28.2%. The Bank participated in issuing a
USD 30 million joint guarantee in favor of
the Jordanian government with a share of
USD 5 million. A USD 6.5 million letter of
credit was opened in favor of the Ministry
of Industry and Trade.

Despite the CBJ's decision to reduce the
period of credit classification from 150
days to 120 days, JKB was able to lower
its ratio of non-performing loans to total
facilities to 8.2%. This ratio is one of the
best in Jordan's banking sector and
stands two points below the maximum
percentage accepted by international
standards

Banking Services

Management continued its efforts to
provide clients with improved banking
services by upgrading employee skills and
qualifying them to deal with
state-of-the-art equipment, software and
automated systems. There has been an

increase in reliance on electronic methods
in the provision of all services.

On May 1st, the Bank opened its first
Cyber branch in Sweifiyya. The branch is
equipped with the most up-to-date
banking systems. Services provided by
the Cyber branch include the Internet
bank and hot telephone lines for direct
calls to the services center at the head
office as well as the Phone banking
system. Under the same roof, bank
customers have access to money
exchange machines, ATMs supplied with
safes for night deposits, in addition to
Kiosk machines providing access to the
bank's website. There are also internal
and external screens displaying the latest
quotes of stocks, securities and
international currencies, in addition to
round-the-clock financial and economic
news from international markets.

At the beginning of 2001, JKB signed an
agreement with the regional office of the
International Air Transport Association
(IATA). Under the agreement, the bank
handles all payments and settlements
between IATA and local travel agents. The
process is done electronically and many of
the agents use the Internet to settle their
payments to IATA.

At the beginning of 2001, all JKB's
branches began selling and marketing
different insurance services on behalf of
our subsidiary, Arab Orient Insurance
Company. The Banks' employees
succeeded in attracting a large number of
clients for the company.

In the first quarter of the year, the Bank
introduced a stock trading service on the
Internet, in cooperation with its associate,
the United Company for Financial
Investments. JKB's clients are now able to
trade on the Amman Stock Exchange and
to settle from their accounts via JKB's
Internet bank.

JKB's technical team completed a number
of projects to upgrade the Bank's existing

applications and develop new electronic
services. Its' enhanced Navigator system
enables the Bank to handle greater
volumes of operations and ensures that
clients can carry out their transactions with
speed and convenience. Transactions
available through the system include
paying sales tax, electricity, water, and
telephone bills, issuing bank drafts, and
issuing foreign currency checks. The
Navigator system is now the core tool in
all branches and enables JKB to offer
one-stop banking services.

Treasury and Investment Operations:

In the year 2001, treasury and investment
operations recorded high performance
rates in all activities and yielded good
returns. Through a policy of diversifying
investments, together with continuous
monitoring of the risk and cost of funds in
JD and foreign currencies and maturity
scale, JKB was able to secure good
returns despite the turbulence in
international markets where prices hit new
low levels.

During 2001, JKB introduced the service
of trading and investment in capital
markets and derivatives such as Futures
and Options, a customer new service
which produces good returns to the Bank.

In order to reduce mismatching between
the activities of assets and liabilities of the
Bank, JKB issued JD 15 million (USD 21.2
million) in certificates of deposit which
were covered by Jordanian banks and
public institutions. Also, the Bank invested
in a total of JD 79 million (USD 111.4
million) in CDs issued by the CBJ and a
number of local banks, it also enhanced
its portfolio of Jordanian Treasury Bills
and Bonds, as an investment tool
providing high returns and an acceptable
degree of risk. The portfolio now amounts
to JD 37 million (USD 52.2 million).

In the area of foreign investment tools, the
Bank invested in US dollar denominated



certificates of deposit of medium maturity
dates to improve interest rate margins. In
addition, JKB invested in international
bonds with relatively higher yield in US
dollars and other currencies. The portfolio
of foreign currency bonds now stands at
USD 43 million.

Technological Development

Throughout the year 2001, the Bank
continued to strengthen its technological
capacities in order to maintain the high
level it has achieved in recent years and
to retain its position as a pioneer in this
field. JKB's advanced technological
capacities have enabled it to develop new
services and products and to expand its
client base. The efficient, speedy, smooth,
and accurate processing of all the banking
and administrative transactions, sub-
stantially increased client satisfaction over
the past year.

By the end of 2001, the Bank had
developed and applied the upgraded
version of its comprehensive automated
banking system, which involved several
improvements to the previous version,
with the aim of improving the work of all
the Bank's units in the aspects of
accounting, administration and client
service. These improvements included:
automated classification of accounts,
automated linkage to the returned checks
unit at the Central Bank, amending the
shares system so that it meets the
requirements of online communication
with the Securities Depository Center. The
comprehensive automated banking sys-
tem at JKB has been developed entirely
in-house. lts latest version is one of the
best at the local level and meets the same
standards as systems developed by spe-
cialized international software develop-
ment companies.

To ensure the Bank's ability to maintain its
services under all circumstances, an
alternative computer center - the Disaster

Recovery Site - was established in the
third quarter of the year in an area far from
the Bank's headquarters. The alternative
site is supplied with all the equipment,
telecommunications network, and other
facilities that will ensure the continuation
of work in case of emergency. All output
from the Bank's main computer is
transferred immediately to the site through
a Remote Data Base system.

In 2001, all branches were linked with an
e-mail network to facilitate the exchange
of correspondence and information be-
tween the different units of the Bank, and
to minimize the use of paper and ordinary
mail. The Bank's employees have been
trained to use the e-mail and the Internet
and all the branches have been supplied
with dedicated PCs, to be used for the
provision of the electronic banking ser-
vices and to demonstrate their advantages
and operating procedure to the clients.

JKB has played a pioneer role in
introducing new banking services. It was
the first bank to offer both Internet and
Mobile phone banking, and was also the
pioneer in introducing the SMS (short
messaging system) service, which has
received a very positive response from all
clients. Through this service, the Bank
sends short messages to its clients on
their mobile phones, enabling them to
follow up easily the movement of their ac-
counts. Clients can select the transactions
for which they require immediate no-
tification and can also receive notices
about their deposits, maturity and renewal
dates, and other types of information.

To complement the development of the
electronic services, the Bank's Internet
banking website has been upgraded and
clients can order bank account statements
to be sent to them by e-mail. Clients can
also send remarks and orders regarding
their accounts through the Internet bank.
The website guarantees confidentiality
and security in all these processes.

Personnel and Training

During the year 2001, the Bank continued
its policy of upgrading the quality of its
personnel. Special attention was paid to
the appointment of new staff, with priority
given to university graduates. In addition,
the year witnessed intensified training
activities designed to enhance the
administrative and technical capabilities of
employees in all matters related to the
new technologies in banking services and
the management of client relations to
insure overall professional competence.

A special training program entitled
"Advanced Bank Credit." was arranged in
cooperation with the Arab Academy for
Financial and Banking Sciences, and was
attended by 30 employees from JKB's
credit department. External and local
experts, and a number of senior staff from
the Bank have lectured in the program.

Several training courses were held in
English language, e-mail and the Internet
to enhance the staff's ability to handle the
electronic and automated systems applied
by the Bank. Overall, 2400 training
opportunities were provided in the Bank's
own Training Center and in local and
international training institutes.
Total number of Banks'
reached 575 at year-end.

employees

Expansion and Upgrading of the
Bank's Headquarters

In line with the new JKB image, a
renovation project of the head office
building started in the fourth quarter of
2001. Other than the expansion of the
building with storeys for new offices and
multistorey car park, the project will
upgrade the facade of the building. This
coincides with the major developments
being planned for the Abdali area, which
will transform it into a major commercial
and business center in Amman.

Community Service

Community service and environmental
protection are major objectives inherent in
JKB's mission statement. In the year
2001, the Bank contributed to a number of
activities in support of charity and social
work. It offered financial and in-kind
donations to some of these activities and
participated in a number of them. JKB
sponsored the National Population
Campaign (Youth 21) and took part in the
activities of Jordan Environment Society
and a number of societies, cultural and
sports clubs and other public interest
activities. The Bank is studying sponsoring
the "Mobile Internet" project in cooperation
with the Ministry of Education and the
United Nations Development Program
(UNDP). The project is a part of the
ministry's curriculum enrichment program
and aims to spread computer awareness
in government schools in remote areas.
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I EXECUTIVE MANAGEMENT I—

MRr. MOH'D YASER M. AL-ASMAR
GENERAL MANAGER Tel. 5672617 , E-mail:al-asmar@jkbank.com.jo

MR. JUMA'A B. AL-SHARIF
ASST. GENERAL MANAGER, ADMINISTRATIVE AFFAIRS  Tel. 5691362 , E-mail:al-sharif@jkbank.com.jo

MR. TAWFIQ A/Q MUKAHAL

ASST. GENERAL MANAGER, CREDIT Tel. 5695208 , E-mail:mukahal@jkbank.com.jo
Mr. AHMAD A. JABER
ASST. GENERAL MANAGER, BRANCHES Tel. 5697318 , E-mail:jaber@jkbank.com.jo
MRr. MAJED F. BURJAK
ASST. GENERAL MANAGER, OPERATIONS Tel. 5662128 , E-mail:Burjak@jkbank.com.jo

MR. WILLIAM J. DABABNEH
ASST. GENERAL MANAGER, TREASURY & INVESTMENT  Tel. 5694152/5694397 , E-mail:dababneh@jkbank.com.jo
MR. SHAHER E. SULIEMAN

EXECUTIVE MANAGER, SUPERVISION DEPARTMENT Tel. 5699649 , E-mail:shaher@jkbank.com.jo

Ms. HIYAM S. HABASH
EXECUTIVE MANAGER, FINANCIAL DEPARTMENT  Tel. 5695207 , E-mail:hiyamhabash@jkbank.com.jo

SHIRT
One Sheet of 1 USD (12 Folds) MRr. ZUHAIR H. IDRIS

EXECUTIVE MANAGER, CREDIT DEPARTMENT Tel. 5692460 , E-mail:idris@jkbank.com.jo
Miss SAMIA KH. HUNAIDI

EXECUTIVE MANAGER, INVESTMENT & EVALUATION DEPT. Tel. 5695204 , E-mail:samia@jkbank.com.jo

MR. MILAD FARAJ
EXECUTIVE MANAGER, COMMERCIAL SERVICES DEPT.  Tel. 5692459 , E-mail:milad@jkbank.com.jo
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BOARD OF DIRECTORS ORGANIZATIONAL STRUCTURE
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B 2002 BUSINESS PLAN | —

In continuation of the 2001-2003 Strategic Plan, the 2002
business plan will focus on the following:

-

® A continued effort to enhance the competitive edge of the Bank by raising
performance ratios and competence indicators, together with the optimal
utilization of our human and material resources in line with Total Quality
Management standards.

® The development of asset and liability, and risk management policies to
achieve suitable returns while preserving the sound financial position of
the Bank.

® Achievement of the year 2002 growth rate for both assets and liabilities as
targeted in the strategic plan through a focus on quality and on directing
investments towards sectors of potential growth and major development
projects.

® The development of a long-term strategy to maximize the strength factors
of the Bank's capital base. In addition, the development of a
comprehensive business methodology to include policies and strategies
that will protect the Bank from the impact of any unexpected
circumstances.

® Boosting the non-interest income through introducing new services and
products such as "Western Union" money transfer, issuing MasterCard
AT and selling pre-paid mobile phone cards through ATMs, Internet banking
'-‘rf-.% ] and at branches.

® Continuous enhancement of the Bank's electronic delivery channels and
FOX automated systems to be in line with the latest developments and to

Two Sheets of 50,000 Italian Lire maintain the Bank's leading position in this field.
(Total 62 Folds)

® Realization of a return on Shareholders' Equity of no less than 10 percent.
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BN BRANCHES & OFFICES

Main Branch
Tel: 5621310 — Fax : 5694105

AMRA / Um-Outhainah
Tel: 5535292 — Fax: 5516561

IrRbid
Tel: 02/7243665/6 — Fax: 02/7247880

Al Salr Office
Tel: 05/3558995 — Fax: 05/3558994

Abdali
Tel: 5662126/7 — Fax: 5662374

Marka
Tel: 4889530/4879065 — Fax: 4889531

Al-Husson St. - Irbid
Tel: 02/7248496/7 — Fax: 02/7248498

BRANCHES ABROAD

Jabal Amman
Tel: 4644868 — Fax: 4611391

Iben Khaldoun
Tel: 4613902/3 — Fax: 4613901

Hakama St. Office - Irbid
Tel: 02/7409937 — Fax: 02/7409936

Nablus Branch
Tel: 2376413/4 — Fax: 2377181

Wehdart
Tel: 4777174 — Fax: 4750220

Shmeissani
Tel: 5685403 — Fax: 5685358

Al-Hassan IndusTrial EsTaTE
Tel: 02/7395335 — Fax: 02/7395337

Cyprus Branch (IBU)
Tel: +3575 875555 — Fax: +3575 875560

Commercial CENTER
Tel: 4624312 — Fax: 4611381

CentrAl VegeTable MarkeT
Tel: 4127595 — Fax: 4127593

MafraQ Office
Tel: 02/6235901 — Fax: 021/6235902

AlGeria RepresentaTive Office
Tel: +213 21 916890 — Fax: +213 21 914108

TlA’A EUAli
Tel: 5532168/9 — Fax: 5518451

Madinabh Munawarah ST.
Tel: 5533561 — Fax: 5533560

Kerak Office
Tel: 03/2396102 — Fax: 03/2396103

Jabal Al-Hussein
Tel: 4638750 — Fax: 4611402

Ras EL-Ain
Tel: 4731420 — Fax: 4731421

AQAaba
Tel: 03/2015188/9 — Fax: 03/2016188

Abu Alanda
Tel: 4162756 — Fax: 4161841

Sweifiyya
Tel: 5851028 — Fax: 5851931

ZARQA
Tel: 05/3983855/6 — Fax: 05/3998677

YAarmouk
Tel: 4779102/3 — Fax: 4750230

Hai Nazzal Office
Tel: 4383906 — Fax: 4383905

Russaifeh
Tel: 05/3744151 — Fax: 05/3744152

Wadi ELl-Seir
Tel: 5858864 — Fax: 5810102

Bak’'ah
Tel: 4725090 — Fax: 4726101

FRee ZONE - ZARQA
Tel: 05/3826196 — Fax: 05/3826195

Jubaiba
Tel: 5346763 — Fax: 5346761
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Madaba Office
Tel: 05/3253568 — Fax: 05/3253569

New ZARQA
Tel: 05/3864556/9 — Fax: 05/3864557



KANGAROO
One Sheet of 50 Sterling Pound
(26 Folds)

BN AUDITORS’ REPORT I —

To the General Assembly of Shareholders
Jordan Kuwait Bank
Amman - Jordan

We have audited the accompanying consolidated balance sheet of Jordan Kuwait
Bank (a Jordanian Public Shareholding Company) as of December 31, 2001 and the
related statements of income, changes in shareholders equity and cash flows for the
year then ended. These financial statements are the responsibility of the Bank’s
management. Our responsibility is to express an opinion on these financial statements
based on our audit. We have obtained the information and explanations, which to the
best of our knowledge and belief, were necessary for the purpose of our audit. We have
previously audited the financial statements for the year 2000, the figures of which are
presented for the purposes of comparison, and issued our unqualified report thereon
dated January 10, 2001.

We conducted our audit in accordance with the International Standards on Auditing.
Those Standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating
the overall financial statements presentation. We believe that our audit provides
a reasonable basis for our opinion.

The Bank maintains proper accounting records and the accompanying financial
statements are in agreement therewith.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Jordan Kuwait Bank as of December 31, 2001 and the
results of its operations and its cash flows for the year then ended, in conformity with the
law and with the International Accounting Standards, and we recommend that the
General Assembly approve these financial statements.

Saba & Co.

Amman - Jordan
January 9, 2002
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BALANCE SHEET AS OF DECEMBER 31, 2001 AND 2000 (IN US DOLLARS)

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL
PART OF THESE STATEMENTS.

ASSETS Notes LIABILITIES Notes
Cash and balances at Central Banks 4 168,712,915 195,693,422 Banks and financial institutions deposits 14 64,835,907 97,530,508
Balances at banks and financial institutions 5 161,799,427 169,725,914 Customers deposits 15 504,672,515 478,794,777
Deposits at banks and financial institutions 6 26,791,996 16,643,159 Cash margins 16 101,433,048 93,892,932
Direct credit facilities - net 7 334,792,434 270,130,076 Borrowed funds 17 14,436,939 329,102
Available-for-sale financial assets 8 61,904,027 76,397,214 Provisions 18 5,871,238 2,353,868
Held-to-maturity investments-net 9 16,995,178 12,548,102 Other liabilities 19 32,965,371 35,686,291
Investment in associate company 10 1,275,701 . Income tax provision 20 2,503,240 2,715,091
Fixed assets-net 11 9,769,484 7,350,587 TOTAL LIABILITIES 726,718,258 711,302,569
Other assets 12 19,706,993 20,689,031 Minority interest 21 1,281,472
Deferred tax assets 13 2,175,911
SHAREHOLDERS' EQUITY
Paid-up capital 22 35,260,931 28,208,745
Share premium reserve 22 70,522 7,122,708
Statutory reserve 8,027,659 6,601,681
Voluntary reserve 23 8,833,276 5,981,322
Foreign branches reserve 6,410,437 5,000,000
Cumulative change in fair value 24 4,831,577
Retained earnings 25 7,200,794 4,960,480
Proposed dividends 26 5,289,140
TOTAL SHAREHOLDERS’ EQUITY 75,924,336 57,874,936

TOTAL ASSETS 803,924,066 769,177,505 TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 803,924,066 769,177,505

17 25 th ANNUAL REPORT 2001



STATEMENT OF INCOME (IN US DOLLARS)

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL
PART OF THESE STATEMENTS.

Notes
Interest income 27 58,423,533 55,451,932
Interest expense 28 (34,086,117) (34,179,173)
Net Interest Income 24,337,416 21,272,759
Commission income-net 29 4,177,203 4,237,113
Net Interest and Commission 28,514,619 25,509,872
Non-Interest and Commission Income:
Share of associate company’s profits 194,780 -
Income from financial assets and instruments 30 1,517,038 1,081,090
Other operating income 31 3,334,670 2,301,780
Total Non-interest and Commission Income 5,046,488 3,382,870
Operating Income 33,561,107 28,892,742
Expenses:
Employees expenses 32 7,327,708 6,580,241
Other operating expenses 33 4,277,296 3,573,434
Depreciation and amortization 2,543,061 2,102,425
Provision for credit facilities 3,901,759 5,269,434
Provision for held-to-maturity investments - 353,849
Surplus investments provision previously taken (346,322) (68,119)
Other various provisions 465,928 504,179
Total Operating Expenses 18,169,430 18,315,443
Net Operating Income 15,391,677 10,577,299
Non-Operating Income (Expenses) 34 (1,073,312) (176,375)
Net Income before Tax and Fees 14,318,365 10,400,924
Less: Income Tax 20 3,522,224 2,909,860
Universities fees 141,901 104,475
Scientific research & vocational training 141,901 104,475
Board of Directors remuneration 63,470 49,365
Net Income after Tax and Fees 10,448,869 7,232,749
Less: Minority interest (58,578) -
Earnings per Share (Note 35) 0.42 0.29
Weighted Average Number of Shares 25,000,000 25,000,000
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

(IN US DOLLARS)

2001

Balance - beginning of the year
Increase in paid-up capital
Cyprus branch paid-up capital
The effect of adopting IAS (39)
Deferred tax benefits-(Note 13)
Cumulative change in fair value
Net income after tax and fees

Balance - End of the Year

2000
Balance - beginning of the year
Changes during the year

Balance - End of the Year

implementing IAS (39) on the retained earnings balance at the beginning of the year.

Paid-up
Capital

28,208,745

7,052,186

Share
Premium

7,122,708

(7,052,186)

Statutory Voluntary Reserve for
Reserve Reserve Foreign
Branches
6,601,681 5,981,322 5,000,000
- - 1,410,437
1,425,978 2,851,954

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL
PART OF THESE STATEMENTS.

Cumulative Retained
Change in Earnings
Fair Value (Note 25)
- 4,960,480
- (1,410,437)
- 411,693
- 2,415,840
4,831,577 -
823,218

Proposed Total
Dividends
(Note 26)
- 57,874,936
- 411,693
= 2,415,840
- 4,831,577
5,289,140 10,390,290

35,260,931 70,522 8,027,659 8,833,276 6,410,437 4,831,577 7,200,794 5,289,140 75,924,336

28,208,745

7,122,708

5,561,588 3,901,139 4,936,530

1,040,093 2,080,183 63,470

- 911,477

4,049,003

- 50,642,187

7,232,749

28208745 | 7.22708 | 6601681 | 5981322 | 5000000 _ 4,960,480 _ 57,874,936

Included in the retained earnings balance is an amount of USD 2,175,911 restricted by the Central Bank of Jordan against deferred tax assets and an amount of USD 411,693 being the effect of

In accordance with the extraordinary General Assembly meeting which was held on February 20, 2001, the Bank’s capital was increased by 5 million shares through the distribution of one bonus share for each four

shares held by using the balance of the share premium account relating to shareholders registered in the Bank’s records on March 8, 2001.

During the year 2001, an amount of USD 1,410,437 was transferred from the retained earnings to the reserve for foreign branches, in accordance with the Board of Directors resolutions and Central Bank of Jordan

regulations.

19 25 th ANNUAL REPORT 2001



STATEMENT OF CASH FLOWS (IN US DOLLARS)

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL
PART OF THESE STATEMENTS.

Notes
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income after minority interest and before tax 14,259,787 10,400,925
Adjustments for :
Share of associate company’s profits (194,780) =
Goodwill-net 518,533 -
Provision for the Held-to-Maturity investments - 353,849
Depreciation and amortization 2,581,142 2,102,422
Provision for credit facilities 3,901,759 5,269,436
Provision for employees end of service indemnity 465,928 405,450
Provision for lawsuits - 98,731
Loss on assets seized by the bank 1,273,265 267,983
(Loss) gain on sale of fixed assets (21,076) 5,766
Effect of exchange rate fluctuations on cash and cash equivalents (846,010) (289,306)
Net cumulative change in fair value 5,243,269 =
Various provisions - 56,417
Surplus provisions returned to income (92,346) (97,295)
Provisions for income tax and subsidiary company’s technical reserves 3,416,496 -
Gain from sale of investments (1,005,475) (737,853)
Total 29,500,492 17,836,525
Changes in Assets and Liabilities :
(Increase) in deposits at banks and financial institutions (10,148,836) (16,643,159)
(Increase) in direct credit facilities (68,564,117) (58,619,096)
(Increase) decrease in other assets (1,509,475) (5,267,203)
Increase in banks and financial institutions deposits due after three months 14,104,372 -
Increase in customers deposits 25,877,738 105,869,230
Increase in cash margins 7,540,117 51,587,711
(Decrease) increase in other liabilities (3,769,528) 24,097,890
Net Cash (used in) from Operating Activities before Tax and Staff Indemnities Paid (6,969,237) 118,861,898
Staff indemnities paid (222,640) (190,794)
Income tax paid (3,544,216) (2,987,434)
Net Cash from (used in) from Operating Activities (10,736,093) 115,683,670
CASH FLOWS FROM INVESTING ACTIVITIES:
Net decrease (increase) in available-for-sale investments 15,498,663 (38,732,882)
Increase in minority interest 1,281,473 -
Net (increase) in Held-to-Maturity investments (4,447,076) -
(Increase) in investment in associate company (1,152,346) -
Net (increase) in fixed assets (3,501,818) (1,186,768)
Net Cash from (used in) Investing Activities 7,678,896 (39,919,650)
CASH FLOWS FROM FINANCING ACTIVITIES:
Increase (decrease) in borrowed funds 14,107,838 (658,205)
Dividends paid (4,670) (2,771,039)
Net Cash from (used in) Financing Activities 14,103,168 (3,429,244)
Effect of exchange rate fluctuations on cash and cash equivalents 846,009 289,306
Net Increase in Cash and Cash Equivalents 11,891,980 72,624,082
Cash and cash equivalents - beginning of the year 36 267,888,828 195,264,746

Cash and Cash Equivalents - End of the Year 36 279,780,808 267,888,828
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NOTES TO THE FINANCIAL STATEMENTS

1. General

- Jordan Kuwait Bank was established as a public shareholding limited company under
registration number (108) on October 25, 1976 with authorized capital of JD 5 million (USD
7 million), represented by 5 million shares at a par value of one Jordanian Dinar per
share. The authorized and paid - up capital was gradually increased to JD 25 million
(USD 35.261 million).

- The Bank is engaged in banking activities through its branches in the Hashemite
Kingdom of Jordan, its branch in Nablus and its offshore banking unit in Cyprus including
accepting deposits, extending loans and advances as well as providing direct and
indirect financing facilities, in addition to other banking activities acceptable by law,
regulations and prevalent banking practices.

- The number of the Bank s employees was 575 as of December 31, 2001, compared to
554 as of December 31, 2000.

- The Consolidated financial statements were approved by the Board of Directors in its
meeting no. 1/2002 which was held on January 9, 2002.

2. Basis of Consolidation

The accompanying consolidated financial statements include the accounts of:

- Jordan branches,

- Nablus branch,

- Cyprus offshore banking unit,

- The subsidiary company, Arab Orient Insurance Co. (a public shareholding company),
of which the Bank owns 59.93 % of its JD 2 million (USD 2.8 million) paid-up capital as of
December 31, 2001.

Investments in subsidiaries and associated companies are accounted for using the equity
method in the Bank s stand-alone financial statements.

Inter-company transactions and balances are eliminated from the consolidated financial
statements.

Transactions in transit at year-end are shown under other assets in the accompanying
consolidated balance sheet.

The difference between the subsidiary s acquisition cost and the Banks share of the
subsidiary s shareholders equity is recognized as goodwil under other assets and
amortized at the rate of 20% annually.

3. Significant Accounting Policies

a. The consolidated financial statements have been prepared in accordance with the
forms determined by the Central Bank of Jordan, the laws and regulations of the
Central Bank of Jordan and the banking regulations prescribed by the regulatory
authorities in the countries in which the Bank operates.

b. Basis of preparation:

The consolidated financial statements have been prepared in accordance with
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International Accounting Standards (IAS) and related interpretations and on the
historical cost basis, except for available-for-sale financial assets which are stated at
their fair values at year end.

c. Sale and purchase transactions are recognized on the dates of settlement.

d. The Bank adopted IAS (39) "Financial Instruments: Recognition and Measurement" as of
January 1, 2001. The principal effect of the adoption of IAS (39) has been that
investments available-for-sale are now carried at fair value and investments
held-to-maturity are carried at amortized cost, and the effects of the measurement to
fair value have been recognized in shareholders equity. In the previous year,
investments were carried at cost and a provision for the decline in their value taken.

Comparative figures for financial assets and liabilities have not been restated in line
with 1AS (39).

e. Revenue Recognition:
Revenue and expenses are accounted for according to the accrual basis, except for
commission and companies dividends which are recognized according to the cash
basis. Interest on non-performing loans are recognized as interest in suspense and
recorded as revenue when received. Prior years income tax differences are
recognized when paid.

f. Investment Portfolio:

1. Investments available-for-sale are initially recognized at cost and remeasured to their
fair values. Gains or losses resulting therefrom are taken to shareholders equity, until
the investments are sold, disposed of or determined to be impaired, at which time
the cumulative gain or loss previously recognized in equity is included in net profit or
loss for the period.

2. Investments held-to-maturity are measured at amortized cost less impairment losses.
Amortized cost is calculated using the effective interest rate method. Premiums and
discounts are included in the carrying amount of the related investment and
amortized based on the effective interest rate of the investment.

3. Investment in the associate company is initially recorded at cost and the carrying

amount is revalued using the equity method. The Banks share of the associate
company s netincome or loss is recognized in the income statement.

4. Gains or losses arising from the sale of investments are taken to the income statement
in the period which the sale occurs.

g. Credit Facilities:
1. Credit facilities are stated at cost, net of provisions and interest in suspense.

2. A specific provision for non-performing credit facilities is taken when it is evident to
the management that these facilities can not be recovered in part or in full. Such a
provision is calculated based on the difference between the book value and
recoverable amount, which is the present value of the expected future cash flows
including recoverable guarantees discounted at the effective interest rate in
accordance with IAS (39), or the amount calculated in accordance with Central
Bank of Jordan regulations, whichever is higher. The resultant provision is recorded in
the statement of income.

3. Interest and commissions in suspense on non-performing direct credit facilities are



computed in accordance with the regulations of the Central Bank of Jordan.

4. A general provision for other direct and indirect credit facilities against unforeseen
future losses is computed in accordance with the instructions of the Central Bank of
Jordan.

5. Loans and advances which cannot be recovered, are written-off and charged
against the provision for losses. Any surplus in the provision is credited to the income
statement. Recovery of bad debts previously written-off is taken to the statement of
income.

. Fair Value:
The fair value of a listed financial asset is based on its quoted closing price in the

financial markets. For unlisted financial assets which do not have a quoted market
price, the fair value is estimated by comparing it to another financial asset with similar
terms and conditions, or using the discounted cash flow technique. Financial assets,
for which the fair value cannot be determined, are stated at amortized cost, less
provision for impairment loss, if any.

. Fixed Assets:

1. Fixed assets are stated at cost net of accumulated depreciation. Depreciation is
computed (except for land) according to the straight-line method at annual rates
ranging from 3% to 20%.

2. Fixed assets are recorded at cost or net realizable value, whichever is lower. The
difference is recorded in the income statement.

. Income Tax:

Provision for income tax is computed according to the laws, regulations and prevalent
banking practices either in Jordan or in the countries where the Bank branches
operate. Deferred taxes are computed and recorded in accordance with IAS (12).
Provision for income tax is taken based on the future expected tax liabilities. Prior years
income tax is taken to income when it is paid and after a final settlement has been
reached with the Income Tax Department.

k. Decorations and Key money:

Decorations and Key money are amortized at the rate of 20% annually.

. Assets Seized by the Bank:

Assets seized by the Bank, are stated at the acquisition cost in accordance with the
instructions of the Central Bank of Jordan. A provision is taken, on an individual basis, in
case the market value is lower than the book value, while any increase in value is not
recorded as income.

m. Provision for Staff Indemnity:

A provision for staff indemnity is charged to the income statement for commitments
on the Bank resulting from employees termination of service.

Staff indemnities paid to resigned employees are booked against the related provision
account.

n. Foreign Currency Transactions:

- Transactions in foreign currencies are recorded at the exchange rates prevailing at
the transaction date. Assets and liabilities denominated in foreign currencies are
translated to Jordanian Dinar according to the average selling and buying exchange
rates published by the Central Bank of Jordan prevailing at year end. Exchange gains
and losses resulting therefrom are taken to the statement of income.

- Foreign currency forward contracts are translated to the Jordanian Dinar using the
average exchange rates published by the Central Bank of Jordan prevailing at year

IN US DOLLARS

end. Exchange gains and losses resulting therefrom are taken to the statement of
income.

- In translating the assets and liabilities of the Banks branches and the subsidiary
company for incorporation in the consolidated financial statements, the exchange
rates published by the Central Bank of Jordan at year end are used. Income and
expenses denominated in foreign currencies are translated using the average
exchange rates during the year. Translation differences resulting therefrom are taken
to the shareholders equity.

0. Cash and Cash Equivalents:

Cash and cash equivalents consists of cash on hand and balances with banks and
financial institutions with maturity of 3 months or less (including balances with Central
Bank of Jordan), less banks and financial institutions deposits due within 3 months.

p. Risk Management:

The Bank adopts certain financial policies in managing its different risk exposures, in
line with a specified strategy, through a responsible committee for the management
of the Bank s financial assets and liabilities. The Committee monitors and controls the
risks exposures and performs the ultimate strategic allocation for all assets and
liabilities, whether on-balance sheet or off-balance sheet. These risks include the
following:

. Interest rate risk that may occur due to the value of a financial instrument fluctuating

as a result of changes in market interest rates.

. Exchange rate risk that may occur due to the fluctuation in foreign currency prices.

Note 38 represents the Bank s net assets and liabilities in foreign currencies.

. Market risk that may occur due to the value of a financial instrument fluctuating as a

result of changes in market prices.

. Credit risk which is the risk that one party to a financial instrument will fail to discharge

an obligation and cause the other party to incur a financial loss.

The Bank adopts a financial hedging policy for both assets and liabilities whenever
hedging is needed. This policy is being adopted against any future expected risks.

4. Cash and Balances at Central Banks
This item represents the following:

2001 2000
Cash in vaults 20,709,053 16,241,308
Balances at Central Banks:
Current accounts 1,224,872 872,772
Time and notice deposits 11,285,815 5,649,573
Mandatory cash reserve 33,940,790 44,498,032
Certificates of deposit 101,551,481 128,349,788
Other 904 81,949
Total Balances at Central Banks 148,003,862 179,452,114
Total Cash and Balances at Central Banks 168,712,915 195,693,422

Restricted balances, excluding mandatory cash reserve, amounted to USD 904 as of
December 31, 2001 (USD 81,949 as of December 31, 2000).
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5. Balances at Banks and Financial Institutions
This amount represents the following:

2001 2000
Local Banks & Financial Institutions:
Current accounts 402,952 210,997
Deposits due within 3 months 15,179,471 18,361,681
15,582,423 18,572,678
Banks & Financial Institutions Abroad:
Current accounts 8,178,102 18,939,123
Deposits due within 3 months 138,038,902 132,214,113

146,217,004 151,153,236

161,799,427 169,725,914

- Non-interest bearing balances at banks and financial institutions amounted to USD
3,825,939 (USD 3,046,810 in Jordan only) as of December 31, 2001, compared with USD
12,295,405 (USD 11,700,333 in Jordan only) as of December 31, 2000.

- Balances restrained in favour of the Minister of Industry & Trade amounted to USD
317,348 as of December 31, 2001, which relates to the subsidiary Company.

6. Deposits at Banks and Financial Institutions

Local Banks & Banks & Financial

Financial Institutions  Institutions Abroad (o
2001 2000 2001 2000 2001 2000

Maturity Period
From 3 months to 6 months - - - - - -
From 6 monthsto 9 months 11,283,498 - 225,000 - 11,508,498 -
More than a year - 11,283,498 - - - 11,283,498
Certificates of deposit 11,283,498 5,359,661 4,000,000 - 15,283,498 5,359,661

22,566,996 16,643,159 4,225,000 - 26,791,996 16,643,159

Restricted deposits amounted to USD 225,000 as of December 31, 2001 compared with
(USD 190,000 as of December 31, 2000).
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IN US DOLLARS

7. Direct Credit Facilities - Net
This item consists of the following:

2001 2000

Overdraft facilities 103,067,766 87,506,460
Loans and advances 246,649,931 193,045,476
Discounted bills 8,356,097 8,997,690
358,073,794 289,549,626

Less: Provision for credit facilities 19,631,392 16,765,405
Interest and commissions in suspense 3,649,968 2,654,145
334,792,434 270,130,076

- The credit facilities are distributed over the following sectors:
2001 2000

Agriculture 10,602,181 11,537,165
Manufacturing and mining 39,644,382 57,887,138
Construction 22,347,523 22,624,819
General trade 63,022,035 63,781,986
Transport services 15,744,721 5,594,975
Tourism, hotels and restaurants 12,001,409 8,135,790
Public utilities and services 74,108,687 42,116,447
Financial services 1,655,024 1,191,907
Stock purchase 307,164 503,243
Vehicle financing 13,060,471 11,957,278
Consumables financing 2,813,298 2,213,131
Residence and real estate 25,206,907 10,735,557
Other purposes 77,559,992 51,270,190

358,073,794 289,549,626

- The non-performing credit facilities, according to the Central Bank of Jordans
regulations, amounted to USD 29,516,563 for Jordan and abroad, equivalent to 8.2% of
total credit facilities (USD 28,044,581 for Jordan, equivalent to 7.9%) as of December 31,
2001 against USD 26,458,175 for Jordan and abroad, equivalent to 9.1% (USD 25,684,437 for
Jordan equivalent to 9%) as of December 31, 2000.

- Credit facilities granted to or guaranteed by the Government amounted to USD
2,379,680 equivalent to 0.7% of credit facilties as of December 31, 2001 against USD
4,529,231 equivalent to 1.6% as of December 31, 2000.

- Interest and commissions on non-performing loans are suspended within the "interest and
commissions in suspense” account and are not recognized as income.

- The Bank adopts a policy of not recording interest in suspense and commissions relating
to credit facilities which are non-performing and the subject of litigation. The amount of
such commissions and interest in suspense was USD 3,088,258 for Jordan and abroad (USD
3,003,656 for Jordan) as of December 31, 2001 against USD 1,853,858 for Jordan and
abroad as of December 31, 2000.

- The fair value of the guarantees granted as collateral against credit facilities amounted
to USD 227,196,049 for Jordan and abroad (USD 226,560,219 for Jordan) as of December
31, 2001.



- The movement on the provision for credit facilities was as follow:

December 31, 2001

December 31, 2000

Specific General Specific General

Provision  Provision Provision Provision

Balance - beginning of the year 12,258,197 4,507,208 9,520,347 3,718,611

Provision for the year 3,414,660 487,099 4,480,837 788,597
Debts written-off (1,035,772) - (1,742,987) -

14,637,085 4,994,307 12,258,197 4,507,208

9. Held-to-Maturity Investments
This item consists of the following:

IN US DOLLARS

2001 2000
Treasury bills 14,004,719 -
Governmental bonds and bonds
guaranteed by the Government 3,157,628 3,699,822
Companies bonds and debentures 2,083 9,158,576
Less: Provision 169,252 310,296
16,995,178 12,548,102

Surplus provisions resulting from debt settlements and repayments amounted to USD
1,988,608 for Jordan and abroad (USD 1,937,496 for Jordan) as of December 31, 2001,
against USD 783,519 for Jordan and abroad as of December 31, 2000.

- The movement on interest in suspense was as follows:

2001 2000
Balance — beginning of the year 2,654,145 2,054,200
Add: Interest in suspense for the year 1,497,613 1,244,334
Less: Settled interest in suspense 294,853 222,189
Interest in suspense written-off 206,937 422,200
3,649,968 2,654,145

8. Available for-Sale Financial Assets
The details of this item is as follows:

December 31, 2001 December 31, 2000

Quoted  Unquoted Total Quoted Unquoted Total
Shares 17,221,439 5,409,116 22,630,555 11,807,972 5,736,439 17,544 411
Bonds 30,831,300 8,442,172 39,273,472 48,989,250 9,863,553 58,852,803
Total 48,052,739 13,851,288 61,904,027 60,797,222 15,599,992 76,397,214

- Available-for-sale financial assets include investments held by the associate company,
United Company for Financial Investments, on behalf of the Bank at a book value of
USD 4,413,302 and market value of USD 5,106,470 as of December 31, 2001.

- As a result of revaluing available-for-sale financial assets as of January 1, 2001 in line
with IAS (39), a revaluation surplus of USD 832,013 resulted and has been added to the
retained earnings balance at the beginning of year 2001 (Note 25).

- Some of the available-for-sale financial assets at an amount of USD 12,056,810 for
Jordan and abroad (USD 11,829,953 for Jordan) as of December 31, 2001 have not
been measured at their fair values and recorded at cost/amortized cost.

10. Investments in Associate Company

This item represents the Bank’s share in the shareholders equity of the associate
company, United Company for Financial Investments (a public shareholding company),
of which the Bank owns 37.45% of its capital as of December 31, 2001. The main
objective of this company is financial brokerage.

No. of Shares Percentage Amount
Share Ownership % usb
Investment - at cost 749,001 37.45 1,080,921
Bank s share of the associate
company’s profit for year 2001 194,780
1,275,701

11. Fixed Assets-Net
This item consists of the following:

December 31, 2001

Furniture
Fixtures and
Lland  Buildings Equipment Vehicles  Others Total

Balance-beginning of the year * 1,576,375 2,345,966 9,517,777 336,963 78,557 13,855,638

Additions 113,307 - 2,484,267 21,437 88,243 2,707,254
Disposals - - (313,914) - - (313,914)
Accumulated depreciation - (625,931) (6,186,264) (185,014)  (57,678) (7,054,887)
Down payments on fixed assets purchases - - 461,276 - 114,117 575,393

Balance-End of the Year 1,689,682 1,720,035 5963142 173,386 223,239 9,769,484
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December 31, 2000

Furniture
Fixtures and
Lland  Buildings Equipment Vehicles  Others Total
Balance-beginning of the year 1214966 2,016,575 8,812,412 305,952 12,349,905
Additions 361,409 19,449 734,714 43,5581 1,159,153
Disposals (294,810)  (65,814) (360,624)
Accumulated depreciation (557,102) (5,454,357)  (136,051) (6,147,510)
Down payments on fixed assets purchases 349,663 349,663
Balance-End of the Year 1576375 1478922 4,147,622 147,668 7,350,587
* The beginning balances for the year 2001 include the cost of the subsidiary’s fixed assets.
12. Other Assets
This item consists of the following:
2001 2000
Net assets seized by the bank 7,041,920 10,064,374
Accrued interest 4,822,955 5,901,623
Prepaid expenses 278,724 221,288
Accounts receivable” 3,907,434 661,859
Decoration expenses and key money 1,302,219 1,661,450
Goodwill-net 518,533 -
Unrealized gains of financial derivatives 353,003 S
Other * 1,482,205 2,178,437
19,706,993 20,689,031

* These items include accounts receivable and other assets relating to the subsidiary company.

13. Deferred Tax Assets
This item consists of the following:

[tems Giving Rise to Deferred Tax

Prior years provision for non-performing loans
Provision for staff indemnity

Impairment loss in real estate

Impairment loss in electrical equipments
Provision for lawsuits against the Bank
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Beginning  Additions Amounts  Balance Deferred Tax
Balance as of Released Endofthe Assets as of
January 1, 2001 Year December
31,2001
6,869,912 - 1,456,520 5413392 1,353,349
2,115,656 438800 213130 2,341,326 585,331
438,020 1,202,604 1,001,994 638,630 159,657
141,044 70,522 - 211,566 52,891
98,731 - - 98,731 24,683
9,663,363 1,711,926 2,671,644 8,703,645  2,175911

IN US DOLLARS

- The movement on deferred taxes were as follows:

Description For the Year Ended December 31, 2001
Beginning balance — January 2001 2,415,840
Amount amortized during the year
(income tax expense) (Note 20) (239,929)
Ending Balance 2,175,911

- Deferred taxes in the amount of USD 2,415,840 have resulted from temporary timing
differences in taxes paid on provisions in previous years. The resulting difference is
multiplied by the average tax rate of 25% in Jordan as of January 1, 2001, and taken to
retained earnings in shareholders equity in accordance with International Accounting
Standard No. (12).

- During the year 2001, amounts released and additions to deferred tax assets
amounted to USD 2,671,644 and USD 1,711,926 respectively. The related amortization
for these balances amounted to USD 239,929 for the year 2001, which is included in the
provision for income tax for the year.

- No deferred tax liabilities were due on the Bank as of December 31, 2001.

14. Banks and Financial Institutions Deposits

December 31, 2001 December 31, 2000

Inside Outside  Total Inside  Outside Total
Jordan  Jordan Jordan  Jordan
Current accounts and demand deposits 199,928 4,407,087 4,607,015 857,638 3,441,628 4,299,266
Deposits due within:
3 months 28,598,330 17,526,189 46,124,519 53,677,652 39,553,590 93,231,242
Over than 3 months up to 1 year - - -
Certificates of deposit 14,104,373 - 14,104,373 - - -
42,902,631 21,933276 64,835,907 54,535,290 42,995,218 97,530,508
15. Customers Deposits
This item consists of the following :
2001 2000
Current accounts and demand deposits 69,565,790 62,763,357
Saving accounts 44,642,114 56,159,207
Time and notice deposits 383,412,425 359,872,213
Certificates of deposit 7,052,186 -
504,672,515 478,794,777




a. Government deposits amounted to USD 181,067,999 which is equivalent to 35.87% of
customers total deposits (USD 138,175,008 for the Social Security Corporation) as of
December 31, 2001, against USD 167,963,752 which is equivalent to 35.08% of customers
total deposits, (USD 123,196,054 for the Social Security Corporation) as of December
31, 2000.

b. Non-interest bearing deposits amounted to USD 52,902,911 which is equivalent to
10.48% of customers total deposits as of December 31, 2001 against USD 47,117,439
which is equivalent to 9.8% as of December 31, 2000.

c. Dormant accounts amounted to USD 5,377,779 as of December 31, 2001 against
USD 4,967,433 as of December 31, 2000.

d. Restricted deposits amounted to USD 3,499,688 which is equivalent to 0.7% of total
customer deposits as of December 31, 2001.

16. Cash Margins
This item consists of the following:

2001 2000
Cash margins on direct credit facilities * 90,788,121 86,130,862
Cash margins on indirect credit facilities 6,070,346 6,559,392
Marginal deposits 2,768,972 1,202,678
Other 1,805,609 -
101,433,048 93,892,932

* Cash margins on direct credit facilities include an amount of USD 21,197,111 for
indirect credit facilities granted to customers whom also have direct and indirect credit
facilities as of December 31, 2001 (USD 14,149,608 as of December 31, 2000).

17. Borrowed Funds
This item consists of the following:

2001 2000

Jordan Mortgage Refinance Company 14,104,372 -
Central Banks 332,567 329,102
14,436,939 329,102

On August 27, 2001 the Bank obtained a loan from Jordan Mortgage Refinance
Company in the amount of JD 10 million (USD 14 milion) at an annual interest rate of
6.25% for the first three years, to be reconsidered afterwards. The loan is to be repaid
over a period of 10 years commencing from the date the agreement was signed; the
first and last installments being due on August 27, 2004, and August 27, 2011,
respectively. The purpose of this loan is to refinance the Jordanian Armed Forces
Officers Housing Fund.

18. Provisions
This item consists of the following:

IN US DOLLARS

December 31, 2001

Beginning Additions Disposals Ending
Balance Balance
Provision for staff indemnity 2,162,791 465,929 222,640 2,406,080
Provision for possible lawsuits
against the Bank 98,731 - - 98,731
Other provisions * 92,346 3,366,427 92,346 3,366,427
2,353,868 3,832,356 314,986 5,871,238

* This amount includes the additional technical reserves relating to the subsidiary
company in the amount of USD 3,366,427 as of December 31, 2001.

December 31, 2000

Beginning Additions Disposals Ending
Balance Balance
Provision for staff indemnity 1,948,137 405,450 190,794 2,162,791
Provision for possible lawsuits
against the Bank - 98,731 - 98,731
Other provisions 325,367 92,346 325,367 92,346
2,273,504 596,527 516,161 2,353,868
19. Other Liabilities
This item consists of the following:
2001 2000

Accepted checks margins 9,205,355 19,611,409
Unearned interest and commission 10,324,468 6,954,052
Accrued interest payable 8,793,685 6,060,945
Temporary deposits 261,907 230,907
Shareholders deposits 21,394 7,014
Dividends payable 170,372 199,649
Accepted and certified checks 1,517,944 1,490,554
Safe boxes deposits 67,142 66,911
Sold real estate margins 137,362 159,513

Financial derivatives unrealized losses 340,822 -
Other liabilities 2,124,920 905,337
32,965,371 35,686,291
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20. Provision for Income Tax
This item consists of the following:

2001 2000
Balance - beginning of the year 2,715,091 2,792,666
Income tax paid (2,486,388) (2,651,622)
Down payment on year 2001 (1,057,827) -
Accrued income tax 3,282,295 2,574,047
Ending Balance 2,453,171 2,715,091
Subsidiary s income tax provision 50,069 -
Ending Balance 2,503,240 2,715,091
- The income tax consists of the following:
2001 2000
Accrued income tax for the year 3,282,295 2,574,048
Accrued income tax - prior years - 335,812
Deferred tax asset amortization (note 13) 239,929 -
3,522,224 2,909,860

A final settlement with the income tax department has been reached for Jordan
branches for the year 2000, and for Nablus branch for the year 1999.

21. Minority Interest
This item represents the minority interests share in the net assets and results of Arab
Orient Insurance Company as of December 31, 2001.

22. Paid-up Capital and Share Premium Reserve

a. Paid-up capital amounted to JD 25 million (USD 35 million) and is distributed over 25
million shares at a par value of JD 1 per share (USD 1.4) after capitalizing JD 5 million
(USD 7 million) from share premium account.

b. The balance of the share premium account after capitalization was USD 70,522 as of
December 31, 2001.

23. Statutory Reserve
The statutory reserve amounted to USD 8,833,276 as of December 31, 2001 (USD
5,981,322 as of December 31, 2000).
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IN US DOLLARS

24. Cumulative Change in Fair Value
This item consists of the following:

For the Year Ended December 31, 2001

Shares Bonds Total
Beginning balance - - -
Unrealized net profit 4,412,323 997,158 5,409,481
Less: realized net profit- transferred to
income statement 1,016,350 (438,446) 577,904

Ending Balance 3,395,973 1,435,604 4,831,577

25. Retained Earnings
The movement on this account has been as

follows: For the Year For the Year
Ended December  Ended December
31,2001 31, 2000

Beginning balance 4,960,480 911,477
The effect of implementing IAS 39 on

available for sale financial assets 411,693 -
The effect of implementing IAS 12 on

deferred tax assets 2,415,841 -
Cyprus branch paid-up capital (1,410,437) -
Other retained earnings 823,217 4,049,003
Ending Balance 7,200,794 4,960,480

26. Proposed Dividends

The percentage of the proposed dividends to shareholders for the current year is 15%
of paid-up capital. This percentage is subject to the approval of the shareholders
General Assembly. This is in comparison with one bonus share distributed to last year s
shareholders for every four shares held.

27. Interest Income
This item consists of the following:

2001 2000

Direct credit facilities:
Bills 874,984 1,002,322
Current accounts 10,892,398 9,212,351
Loans and advances 20,126,803 18,650,606
Balances at central banks 5,266,860 8,453,564
Balances and deposits at banks & financial institutions 15,778,783 11,841,997
Available-for-sale financial assets 4,164,533 5,681,755
Held-to-maturity financial assets 1,201,339 363,577
Margins 117,833 245,760
58,423,533 55,451,932




28. Interest Expense
This item consists of the following:

Deposits at banks and financial institutions
Customers deposits:
Current and demand deposits
Saving accounts
Time and notice deposits
Certificates of deposit
Cash margins
Borrowed funds
Deposit guarantee fees
Margins

29. Net Commission
This item consists of the following:

Credit commission :
Direct credit facilities
Indirect credit facilities

Other commission

30. Income from Financial Assets and Instruments

Income from the sale of available-for-sale
investments

Dividends Income

Total

31. Other Operating Income

Subsidiary s net income after tax and fees
Rental of safe deposit boxes

Rental of real estates

Stamp Income

Foreign currencies differences

Credit card Income

Other Income

Total

2001 2000
5,508,616 5,744,512
1,162,207 937,660
1,466,474 1,644,690

18,438,685 20,249,199

167,850 :
5,988,241 4,971,458

323,109 162,685

839,144 273,073

191,791 195,896

34,086,117 34,179,173

2001 2000
1,973,333 2,119,538
2,082,427 1,819,103

121,443 298,472

4,177,203 4,237,113

2001 2000

1,005,475 737,853
511,563 343,237
1,517,038 1,081,090
2001 2000
146,200 -
40,470 42,903
60,821 40,890
56,185 61,446
1,481,913 895,001

334,148 274,154

1,214,933 987,386
3,334,670 2,301,780

32. Employees Expenses
This item consists of the following:

Salaries, bonuses and employees benefits
The Bank s share in social security
Medical expenses

Staff training expenses

Travel expenses

33. Other Operating Expenses

Rent

Stationery

Advertisements

Subscriptions
Telecommunication expenses
Maintenance and repair
Insurance expenses

Legal fees

Water, electricity and heating
Fees, taxes and stamps
Professional fees

Donations

Visa services expenses
Hospitality

Goodwill amortization - net
Other expenses

34. Non - Operating Expenses
This item consists of the following:

(Loss) gain on sale of fixed assets

(Loss) on sale of real estate

Impairment Loss of fixed assets
Recovery of debts previously written-off

IN US DOLLARS

2001 2000
6,184,818 5,763,230
498,004 440,262
508,575 269,893
28,128 26,903
108,183 79,953
7,327,708 6,580,241
2001 2000
502,963 397,553
237,530 239,815
548,640 471,654
66,302 51,346
465,573 444,783
423,640 362,742
268,463 208,746
201,685 155,484
271,377 251,357
256,852 193,135
153,243 286,147
151,068 86,477
133,564 86,563
70,891 43,396
111,777 -
413,728 294,236
4,277,296 3,573,434
2001 2000
(21,076) 5,766
(1,001,995) -
(271,130) (324,402)
220,889 142,261
(1,073,312) (176,375)
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35. Earnings per Share
Earnings per share has been computed by dividing the net income after tax and fees

by the weighted average number of shares as of December 31, 2001 and December
31, 2000 as follows:

2001 2000
Net income after tax and fees 10,390,291 7,232,749
Weighted average number of shares 25,000,000 25,000,000
Earnings per Share 0.42 0.29

36. Cash and Cash Equivalent
Cash and cash equivalent shown in the statement of cash flows consists of the
following:

2001 2000
Cash and balances at Central Banks 168,712,915 195,693,422
Add: Balances at banks and financial
institutions due within 3 months 161,799,427 169,725,914
Less: Banks and financial institutions
deposits due within 3 months 50,731,534 97,530,508
Total 279,780,808 267,888,828

37. Fair Value of Financial Instruments

The following illustrates the financial assets and liabilities which are not presented at
their fair values :

December 31, 2001 December 31, 2000

Book Fair Value Difference Book Fair Value Difference

Financial Assets Value Value

Cash and balances at

central banks 168,712,915 168,712,915 - 195,693,422 195,693,422
Balances at banks and

financial institutions 161,799,427 161,799,427 - 169,725,914 169,725,914
Deposits at banks and

financial institutions 26,791,996 26,791,996 - 16,643,159 16,643,159
Held-to-maturity

investments - net 16,995,178 17,006,804 11,626 12,548,102 12,577,766 29,664
Investment in associate

company 1,275,701 1,373,344 97,643

Financial Liabilities
Banks and financial

institutions deposits 64,835,907 64,835,907 - 97,530,508 97,530,508
Customers deposits 504,672,515 504,672,515 - 478,794,777 478,794,777
Cash margins 101,433,048 101,433,048 - 93,892,932 93,892,932
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38. Foreign Currencies Risk

IN US DOLLARS

The table herebelow shows the exposure in foreign currencies as of
December 31, 2001 and December 31, 2000:

Us Dollar

Sterling Pound
Euro

French Franc
Deutch Mark
Swiss Franc
Japanese Yen
Other currencies

December 31, 2001

December 31, 2000

Amount Equivalent
inUSD

Amount Equivalent
inUSD

4,683,929 4,683,929
1,551,068 2,255,021
246,288 218,642

87,732 52,614
(282,343) (2,157)
= 1,995,992

14,566,878 14,566,863
1,469,031 2,165,306
11,858,876 10,964,774
( 6,436,821)  (909,598)
(19,789,686)  (9,348,186)

19,044 11,601
(173,088) (1,536)
. (632,791)



39. Interest Rate Risk

The following shows the interest rate fluctuations that the Bank could face as of December 31, 2001:

IN US DOLLARS

Subject to Interest Rate Risk

More than Actual
Upto3 3 Months Up More than From 1 Year More than Interest
Assets Months to 6 Months 6 Months Up to 3 Years 3 Years Non-Interest Total Rate %
Cash in vaults - - - - - 20,709,053 20,709,053 -
Mandatory cash reserve - - - - - 33,940,790 33,940,790 -
Balances at Central Banks 101,551,481 - - - - 12,511,591 114,063,072 5.22
Balances and deposits at banks and financial institutions 141,480,045 36,791,996 - - - 10,319,382 188,591,423 6.55
Credit facilities - net 95,763,082 59,701,023 70,878,251 75,508,707 32,941,371 - 334,792,434 8.64
Investments 37,984,482 - 5,821,470 - 36,368,954 - 80,174,906 7.55
Deferred tax assets - - - - - 2,175,911 2,175,911 -
Other assets - - - - - 19,706,993 19,706,993 -
Fixed assets - - - - - 9,769,484 9,769,484 -
Total Assets 376,779,090 96,493,019 76,699,721 75,508,707 69,310,325 109,133,204 803,924,066
Liabilities
Customers deposits 357,992,405 40,884,482 40,508,955 10,772,134 1,611,598 52,902,941 504,672,515 43
Banks and financial institutions deposits 17,826,217 15,558,194 16,853,654 14,597,842 64,835,907 4.98
Cash margins 69,632,955 3,599,148 4,121,326 3,103 24,076,516 101,433,048 5.16
Borrowed funds 332,567 - - 1,763,047 12,341,325 14,436,939 6.25
Other liabilities - - - - - 32,965,371 32,965,371 -
Provisions - - = = = 8,374,478 8,374,478 -
Total Liabilities 445,784,144 60,041,824 44,630,281 29,391,938 13,952,923 132,917,148 726,718,258
Minority interest - - - - - 1,281,472 1,281,472
Shareholders equity - - - - - 75,924,336 75,924,336
Total Liabilities and Stockholders Equity 445,784,144 60,041,824 44,630,281 29,391,938 13,952,923 210,122,956 803,924,066
Sensitivity difference of balance sheet items (69,005,054) 36,451,195 32,069,440 46,116,769 55,357,402 (100,989,752) -
Sensitivity difference of off-balance sheet items 37,923,516 25,119,939 28,459,847 - - - 91,503,302
Cumulative Sensitivity Difference (31,081,538) 30,489,596 91,018,883 137,135,652 192,493,054 91,503,302 -

25 th ANNUAL REPORT 2001

30



The following shows the interest rate fluctuations that the Bank could face as of December 31, 2000:

Assets

Cash in vaults

Mandatory cash reserve
Balances at Central Banks

Balances and deposits at banks and financial institutions

Credit facilities - net
Investments
Other assets
Fixed assets
Total Assets

Liabilities
Customers’ deposits
Banks and financial institutions deposits
Cash margins
Other liabilities
Provisions
Total Liabilities

Shareholders equity
Total Liabilities and Stockholders Equity

Sensitivity difference of balance sheet items

Sensitivity difference of off-balance sheet items
Cumulative Sensitivity Difference
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IN US DOLLARS

Subject to Interest Rate Risk

More than Weighted
Upto3 3 Months Up More than From 1 Year More than Non-Interest Interest
Months to 6 Months 6 Months Up to 3 Years 3 Years Bearing Total Rate %

- - - - - 16,241,308 16,241,308 -

- - - - - 44,498,032 44,498,032 -
134,954,082 - - - - - 134,954,082 6.28
186,369,073 - - - - - 186,369,073 5

64,274,173 39,591,403 59,909,667 106,354,833 - - 270,130,076 10.01

- 25,821,917 4,907,343 7,227,948 27,422,173 23,565,935 88,945,316 8.70

- - - - - 20,689,031 20,689,031 -

- - - - - 7,350,587 7,350,587 -
385,597,328 65,413,320 64,817,010 113,582,781 27,422,173 112,344,893 769,177,505
364,682,128 81,446,121 32,613,924 52,604 - - 478,794,777 5.22

92,859,610 5,000,000 - - - - 97,859,610 6.12
31,011,845 37,015,505 12,645,608 13,219,974 - - 93,892,932 4.75

- - - - - 35,686,291 35,686,291 -

- - - - - 5,068,959 5,068,959 -
488,553,583 123,461,626 45,259,532 13,272,578 - 40,755,250 711,302,569

- - - - 57,874,936 57,874,936
488,553,583 123,461,626 45,259,532 13,272,578 98,630,186 769,177,505

(102,956,255) (58,048,306) 19,557,478 100,310,203 27,422,173 13,714,707 -
13,312,547 22,187,580 8,875,251 - - - 44,375,378
(89,643,708) (125,504,434) (97,071,705) 3,238,498 30,660,671 44,375,378 -



40. Liquidity Risk

The table herebelow illustrates the maturities of assets and liabilities as of December 31, 2001:

Assets

Cash in vaults
Mandatory cash reserve
Balances at Central Banks
Balances and deposits at banks and financial institutions
Credit facilities - net
Investments
Deferred tax assets
Other assets
Fixed assets
Total Assets

Liabilities
Customers’ deposits
Banks and financial institutions deposits
Cash margins
Borrowed funds
Other liabilities
Provisions
Total Liabilities

Minority interest
Shareholders equity
Total Liabilities and Shareholders’ Equity

Gap per category
Cumulative Gap

IN US DOLLARS

Subject to Interest Rate Risk

From 1 More than From 6 With no
Uptol Month Up to 3 Months Up Months From 1 Year More than Maturity
Month 3 Months to 6 Months Up to a Year Up to 3 Years 3 Years Dates Total

20,709,053 - - - - - - 20,709,053
33,940,790 - - - - - - 33,940,790
53,414,271 60,648,801 - - - - - 114,063,072
126,622,695 25,176,732 36,791,996 - - - - 188,591,423
47,489,278 68,077,430 53,159,643 64,366,436 70,827,591 30,872,056 - 334,792,434
23,977,679 14,006,804 - 5,821,470 - 36,368,953 - 80,174,906
- - - - - 2,175,911 - 2,175,911
353,003 - - - - - 19,353,990 19,706,993
_ _ - - = - 9,769,484 9,769,484
306,506,769 167,909,767 89,951,639 70,187,906 70,827,591 69,416,920 29,123,474 803,924,066
225,806,342 168,055,082 50,961,348 41,519,945 18,329,798 - - 504,672,515
11,962,471 5,641,749 15,558,193 13,409,402 18,264,092 - - 64,835,907
51,242,403 42,363,289 3,466,584 3,004,007 3,103 - 1,353,661 101,433,047
- 332,567 - - 1,763,047 12,341,326 - 14,436,940
340,822 - - - - - 32,624,549 32,965,371
2,503,240 - - - - - 5,871,238 8,374,478
291,855,278 216,392,687 69,986,125 57,933,354 38,360,040 12,341,326 39,849,448 726,718,258
- - - - - - 1,281,472 1,281,472
- - - - - - 75,924,336 75,924,336
291,855,278 216,392,687 69,986,125 57,933,354 38,360,040 12,341,326 117,055,256 803,924,066

14,651,491 (48,482,920) 19,965,514 12,254,552 32,467,551 57,075,594 (87,931,782) -

14,651,491 (33,831,429) (13,865,915) (1,611,363) 30,856,188 87,931,782 - -
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The table herebelow illustrates the maturities of assets and liabilities

Assets

Cash in vaults
Mandatory cash reserve
Balances at Central Banks

Balances and deposits at banks and financial institutions

Credit facilities - net
Investments
Other assets
Fixed assets
Total Assets

Liabilities
Customers’ deposits
Banks and financial institutions deposits
Cash margins
Other liabilities
Provisions
Total Liabilities

Shareholders equity
Total Liabilities and Shareholders’ Equity

Gap per category
Cumulative Gap
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as of December 31, 2000:

IN US DOLLARS

Subject to Interest Rate Risk

From 1 More than From 6 With no
Uptol Month Up to 3 Months Up Months From 1 Year More than Maturity

Month 3 Months to 6 Months Up to a Year Up to 3 Years 3 Years Dates Total
16,241,308 - - - - - - 16,241,308
44,498,032 - - - - - - 44,498,032
6,604,294 128,349,788 - - - - - 134,954,082
186,369,073 - - - - - - 186,369,073
47,456,405 32,664,082 42,521,082 53,987,465 86,462,417 7,038,625 - 270,130,076
- 25,821,917 4,907,343 7,227,948 27,422,173 23,565,935 - 88,945,316
- - - - - - 20,689,031 20,689,031
- - - - - - 7,350,587 7,350,587
301,169,112 186,835,787 47,428,425 61,215,413 113,884,590 30,604,560 28,039,618 769,177,505
211,144,427 120,984,944 98,797,316 47,868,090 - - - 478,794,777
69,784,387 22,746,121 5,329,102 - - - - 97,859,610
39,172,419 23,509,810 12,266,959 11,862,317 7,081,427 - - 93,892,932
- - - - - - 35,686,291 35,686,291
2,715,091 - - - - - 2,353,869 5,068,959
322,816,324 167,240,875 116,393,377 59,730,407 7,081,427 - 38,040,160 711,302,569
- - - - - - 57,874,935 57,874,936
322,816,324 167,240,875 116,393,377 59,730,407 7,081,427 - 95,915,095 769,177,505

(21,647,212) 19,594,912 (68,964,952) 1,485,006 106,803,163 30,604,560 (67,875,477) -

(21,647,212) (2,052,300) (71,017,252) (69,532,246) 37,270,917 67,875,477 - -



IN US DOLLARS

41. Financial Derivatives 43. Transactions with Related Parties (Including Transactions with Subsidiary and
The following schedule illustrates the financial derivatives positive and negative fair Associate Companies)
values, in addition to their maturity dates, as of December 31, 2001.
2001 2000
Maturities of Par Value
— - — On-Balance Sheet Items:
Positive Negative  Total Within from3 FromOne More ) o
Fair Value Fair Value ParValue 3 Months Months  year than Credit facilities 3,103,564 5,007,220
. up ;g aOrne 3upet§rs 3 Years Deposits 143,938,495 123,196,054
As 0 Dlecem‘berl31, 2001 Y Cash margins 1,121,783
Financial derivatives for
) Off-Balance Sheet Items:
trading purposes:
Foreign currencies - Letters of guarantee 148,096
forward contracts (selling) - (3098299 (311553) (3115536) - - - SaiEusnteiincaine: '
Future contracts (selling) - (15197,501) (15521,000) (15521,000) - - - Interest & commission received 144,401 172,326
- (18,295,800) (18,636,536) (18,636,536) - - - Interest & commission paid 7,074,496 5,100,248
Foreign currency forward
contract (purchasing) 2,544,983 - 2,574,487 2,574,487 - - -
Future contracts (purchasing) 15,197,501 - 15,521,000 15,521,000 - - =
17,742,484 _ 18,095,487 18,095,487 - _ _ 44. Commitments and Contingent Liabilities
Total 17,742,484 (18,295800)  (541,049)  (541,049) - - -
2001 2000
42. Geographical Distribution of Assets, Liabilities and Off - Balance Sheet Items
The Geographical distribution of assets, liabilities and off - balance sheet items as of Letters of credit 40,080,118 29,498,676
December 31, 2001 were as follows: Acceptances 26,864,408 21,325,491
December 31, 2001 December 31, 2000 Letters of guarantee:
Assets Liabilities ~ Off-Balance  Assets Liabilities  Off-Balance Payments 78,225,786 78,563,850
sheet items Sheet items Performance bonds 20,801,083 15,790,959
A. According to Other 37,019,135 40,217,735
Geographical Areas Unutilized credit facilities 91,503,302 44,375,378
- Within the Kingdom 600,744,889 740,015,255 262,147,414 516,624,116 729,857,839 176,612,640 Total 294,493,832 229,772,089
- Other Arab countries 82,475,254 51,653,822 11,111,583 137,850,864 34,969,666 20,898,693
- Asia * 765,931 - 13,183,499 40,088,264 - -
- Europe 119,140,166 12,254,989 75,063 65,450,625 4,350,000 20,097,549 ) )
Al:. P N 7,955 305 i i i 45. Lawsuits Against the Bank
- Alnca ) ) R The Bank is defendant in lawsuits amounting to USD 1,307,475 as of December 31, 2001,
- America 757,819 - 20,968 9,163,636 . 407,066 compared to USD 1,763,657 as of December 31, 2000. According to the Banks
- Other countries 40,007 - - - - 11,756,141 management, the existing provision of USD 98,731 as of December 31, 2001 is sufficient
Total 803,924,066 803,924,066 294,493,832 769,177,505 769,177,505 229,772,089 for any losses resulting from these lawsuits.
B. According to Sectors
- Personal accounts 88,571,225 392,266,794 183,282,881 130,211,953 506,803,962 52,847,580 46. Comparative Figure_s ] - )
- Companies accounts 267,150,271 218,070,080 106210951 159,337,673 66106574 165,435,905 Some of the cqmparatlve figures have been reclassified to correspond with the current
- Others 448202570 193587192 5000000 479,627,879 196,266,969 11,488,604 year presentation.
803,924,066 803,924,066 294,493,832 769,177,505 769,177,505 229,772,089

*

Excluding Arab countries.
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ADDITIONAL DISCLOSURE AS REQUIRED BY JORDAN SECURITIES COMMISSION

holders who own more than 1% in the Bank’s capital.

Changes in share price during the last five years

- Closing Price

Shareholder Nationali har ]
Phaisoile - g by 25 b . . - US$/Share
United Gulf Bank Bahraini 11,022,725 44.091
Social Security Corporation Jordanian 5,316,666 21.267 Bl P 292
i X X 31/12/1998 2.26
C.l. De Participation Et Financieres French 1,026,931 4.108
. . k 31/12/1999 2.26
Kameros Trading Limited Cypriot 864,021 3.456
X 31/12/2000 2.09
Strategy Co. for Investments Jordanian 798,082 3.192 31/12/2001 4.73
Sheikh Salem Al Ali Al Sabah Kuwaiti 274,312 1.097 b

Shares owned by the Board of Directors

Changes in profits and-Shareholders equity (In-thousand US $)

™ e, e A, e R L No.of = @ No.of
_§h_areh_9l_(_i'er Name Natlonalltz__ shares shares
b P, S | ———h 31/12/2000 '3'!5/12'22001
United Gulf Bank Bahraini 8,827,268 11,022,725 | |
Social Security Corp. Jordanian 4,253,333 5,316,666 31/12/1997 4,416 | 45,461
Strategy Co. for Investments Jordanian 338,894 798,082 31/12/1998 6,244 I 48,966
Kuwait Projects Co.(Holding) Kuwaiti 10,200 12,750 31/12/1999 7.989 50,642
Al-Futouh Co. for Investments Kuwaiti 5,000 6,250 31/12/2000 10’401 I 57’875
H.E Nasser Ahmad Lozi Jordanian - 1,250 31122000 1 4’31 9 75’924
Mr. Moh'd Suhail Tahboub Jordanian 19,609 24,511 | ’ §
Mr. Farouk A. AL -Aref Jordanian 2,802 3,502

B Auditors fees in 2001 amounted to USD 35,063.

H Total Donations of the bank in 2001 amounted to USD 151,068.

H Total remuneration, salaries, allowances, and travel expenses paid to the Chairman,
the Board members, and senior executives in 2001 amounted to USD 968,151.

Shares owned by Management Executives in 2001
h - —

STATEMENT OF GOING CONCERN

G IM The Board of Directors declare that, to the best of their knowledge, Jordan Kuwait
eneral Manager 16,250 Bank is a going concern and continued to adopt the going concern basis in
Asst. G.M - Branches 3,843 preparing the financial statements. The Directors acknowledge their responsibility

for the Bank s systems of internal controls and confirm their effectiveness.

Mr. Moh’d Yaser Al - Asmar
Mr. Ahmad A. Jaber
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