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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Arab Bank Group
Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Arab Bank Group (the “Group”) which
comprise the consolidated statement of financial position as at 31 December 2018, and the
consolidated statement of income, consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

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

Basis for Opinion

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

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements for the year ended 31 December 2018. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters. For each matter below, our description of how our audit addressed the matter provided
in that context .

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.

1. Inadequate allowances (ECL) for credit facilities
Refer to note (12) to the consolidated financial statements

Key audit matter: How the key audit matter was addressed in the
audit:

This is considered as a key audit matter as the
group exercises significant judgement to
determine when and how much to record as

impairment.

Our audit procedures included the following:

e We gained an understanding of the
Group's key credit processes comprising
granting and booking and tested the

Credit facilities form a major portion of the
Group's assets, there is a risk that inappropriate
impairment provisions are booked, whether from
the use of inaccurate underlying data, or the use
of unreasonable assumptions. Due to the
significance of the judgments used in classifying
credit facilities into various stages stipulated in
IFRS 9 and determining related provision
requirements, this audit area is considered a key
audit risk.

As at 31 December 2018, the Group's gross credit
facilities amounted to USD 25.8 billion and the
related impairment provisions amounted to USD
1.57 billion. The impairment provision policy is
presented in the accounting policies in (4) to the
consolidated financial statements.

operating effectiveness of key controls
over these processes.

e We read the Group’s impairment
provisioning policy and compared it with
the requirements of IFRS 9 as well as
relevant regulatory  guidelines and
pronouncements.

e \We assessed the Group’s expected credit
loss model, in particular focusing on its
alignment of the expected credit loss
model and its underlying methodology with
the requirements of IFRS 9.

e We examined a sample of exposures,
assessed on an individual basis and
performed procedures to evaluate the
following:

o Appropriateness of the group’s
staging.

o Appropriateness of determining
Exposure at Default, including the
consideration of repayments in the
cash flows and the resultant
arithmetical calculations

o Appropriateness of the PD, EAD,
LGD and EIR used for different
exposures at different stages.

o Appropriateness of the internal
raing and  the  objectivity,















































































































































































































































































