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Our Vision

To maintain our leadership as one of the most efficient association of banks in the region
by providing services to member banks so as to uphold their capabilities and enable them to
maximize their contribution towards achieving sustainable development in the Kingdome.

Our Mission

We seek to upgrade and advance the banking business by keeping the interests of member
banks and achieving the highest levels of coordination between them and with the other
partners. We aspire to develop the process of delivering and updating banking services as
well as deepening the understanding of banking functions and norms besides pursuing unified
systems and measures for this purpose.

Our Values

e Collaboration: We work with members in a team spirit for serving the society and the
national economy

e Development and modernism: We seek to upgrade the methods of delivering the banking
services in accordance with the best international practices.

e Innovation and distinctiveness: We inspire innovative ideas that serve the members and
marks their services with quality and distinctiveness.

e Integrity and transparency: Transferring of knowledge and exchanging information in
accordance with the highest degrees of integrity and transparency

@ Professionalism: We practice our work with a high professionalism, comprehensive coverage
and full vigilance to all what happens in the Jordanian, Arab and international banking
environment.

# Credibility: We abide by accuracy and reliability and we verify our sources of information
with high precision.

@ Continuity in training: We endeavor to elevate the academic and practical levels as well as
keeping up with all what is new in the banking and financial areas.
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1. Executive Summary

Schema was engaged in 2016 to assess the sustainability of the banking
sector in Jordan by reviewing the sustainability reports of banks registered
in Jordan.

This report covers some background information about sustainability
but its main aim is to review the overall sustainability activities of the
banks. This was done through a survey circulated to the banks and a
review of the banks published information; namely. financial reports and
sustainability reports.

A lot of key information is available in the report and this executive
summary is intended to provide an outline for some of the findings but
should be read in conjunction with the report.

A. Background

The banking sector in any economy is critical to its stability. growth
and development. The banking sector in Jordan is no different, if anything,
due to the current environment in the Middle East region, the banking
sector in Jordan is a key driver for change, advancement and opportunity
development.

The banking sector is one of the most influential sectors in Jordan,
contributing approximately 18% of the GDP in 2015. Consolidated assets
of the sector have increased significantly since the early 2000s due to the
fact that the Central Bank of Jordan relaxed the regulations for foreign
banks to enter the market.

This report, driven by the Association of Banks in Jordan (“ABJ™), aims
to summarize and analyze the sustainability practices in the Jordanian
banking sector. It aims at providing a holistic review of successes,
challenges and potential recommendations.

B. Successes

Although there are several dilferences in sustainability practices in the
Jordanian banking sector versus global trends, there have been various
successes in development.

Datais provided throughout the report that shows improved sustainability
practices such as: clearer definitions to sustainability. stronger strategies
towards increased sustainability, more defined sustainability goals, increase

“Sustainable development
is a virtuous cycle: it
both creates, and benefits
from, economic stability
and growth. Starting
the cycle requires
global cooperation, and
often, tough choices...
We in the developing
world must choose good
governance and sound
economic measures. All
this suggests a framework
for global development
as well, a framework
of partnerships”, King
Abdullah II speech at
Clinton Global Initiative,
2006.

in non-financial reporting, more advanced engagement practices and further analysis in sustainability

investments.
Nonetheless. there is still a long way to go.

C. Challenges

Although there is a slight movement towards using sustainability as an innovative tool for creating
new products and attracting new segments of society, sustainability remains as a predominantly
philanthropic practice instead of an integrated value-added practice.
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The transformation from a philanthropic to a strategic practice is a key challenge in every sector
and in many organizations.

Some of the causes of the on-going challenges have been touched on in this report explaining how
the sector is: (i) primarily driven by one-dimensional targets (i.e. bottom line versus a broader triple
bottom line focus); and (ii) there is a focus on short-term goals versus.

Overcoming such challenges require achange inmindset toimpact the way businesses fundamentally
operate. If successful, it can also provide many opportunities.

D. Recommendations

As a forward looking tool, this report provides several recommendations for the sector to consider.
These can be summarized as follows:

1. Increased awareness and commitment of the financial sector
2. Improve sustainability practices within the banks
3. Creating a sector wide strategy for sustainable development

4. Increase transparency and reporting of non-financial performance

JABILITY REPORT FOR THE BANKING SECTOR IN JORDAN £




2. Background

Information available publicly (in sustainability and annual reports) was used to drive the key
components of the report. An online survey was also shared with all the banks to be completed by
them (copy of the survey is available in Annex A). Responses to the survey were not independently
verified.

To date. there are 25 banks licensed to operate in Jordan, thirteen commercial banks. three Islamic
banks, nine foreign banks and one Islamic bank.

Figure 1: Licensed Banks in Jordan in 2015

Local Islamic Banks
124

Foreing Banks
32/

Foreing Islamic Banks
4
Commercial Banks
52

Source: Association of Banks in Jordan

Table 1: Banks Licensed in Jordan

Number of Licensed Banks Operating in

5

Jordan 26 26 20 2 25
Jordanian Banks, of which: i6 16 16 i6 16
Islamic Banks 3 3 3 3 3
Foreign Banks, of which: 10 10 10 9 9
Islamic Banks 1 1 1 1 1
Number of Branches Operating in Jordan 702 722 742 770 786
(Including Headquarters)
Number of Branches

165 164 172 154 180
Outside Kingdom
Population Per Branch (Thousand) 1 103 10.9 1.4 122

Source: Association of Banks in Jordan
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20 banks participated in the online survey which accounts for 80% of the total industry (Figure 2).

Figure 2: Participation of Banks in the Survey

Not Participaated
20/

Completed Survey
80%

Source: Genermed by Schema from the Survey
We would like to take this opportunity to thank all the banks that have participated in the survey:
Table 2: List of Banks that Participated in Survey

Arab Bank
Jordan Ahli Bank
Cairo Amman Bank
Bank of Jordan
The Housing Bank for Trade and Finance
Jordan Commercial Bank
Jordan Kuwait Bank
Jordan Islamic Bank
INVEST BANK
Bank ABC
Societe General De Bangue - Jordan
Capital Bank of Jordan
Islamie International Arab Bank
Jordan Dubai Islamic Bank
Egyptian Arab Land Bank
Standard Chartered Jordan
Bank Audi - Jordan
National Bank of Kuwait
BLOM Bank — Jordan

Al Rajhi Bank - Jordan

SUSTAINABILITY REPORT FOR THE BANKING §




A, Methodology

The methodology employed in this report was as follows:

1. Review of all banks annual reports

2. Review of all banks sustainability reports il available

3. Preparation of an online survey circulated to banks and review responses provided by the banks

4. Review global trends in sustainability in general and with respect to sustainability in the banking
sector

5. Review regional researches that address sustainability in the banking sector

Data received and reviewed was assessed against previous data collected and provided to enable
a review of change and an understanding of trends. Although the scope of each previous research
differs, they do provide a comparative baseline to consider. The main researches used were:

Table 3: Reference Reports

S -_-“

Sustainability in the Bank-  Not published  This was a survey prepared to collect

ing Sector yet date to further this report SRIVES
Corporate Respo The aim of this report was to review ———
bility Disclosure and ABJ the degree of sustainability informa- CRD lw.n’lpl.!.d \;’(‘u
Practices in the Banking tion disclosed by the banking sector Report : PV
Sector of Jordan — 2013 in Jordan
Corporate Responsibil- This report was an analysis of CR
ity, the Opportunity: Schema corporate responsibility practices in Reportin  hitp://bitly/1UwSo7E
Fertile Ground Jordan Jordan

This report aims to provide guidance
Banking on § inability-  International to hnnlu': in e ;Ierumu market that
Financing Environmental Finance Wit Lo Increase THelr compettive ac- IFC Re-

R e ) < vantage by pursuing a sustainability http:/bitly/1TSmOta
And Social Opportunities Corporation 2 h > port
- . i strategy — and in the process create

In Emerging Markets

long-term

value for themselves and their clients.

The aim of this publication was to

) 5 . g .
CSR Guidelines for the bnfonof peovide guicelines for e bpokng | vy http://bit.
Financial Sector Arab Banks sector in the Middle East and North Rt W/V60SXZ
2 (“UAB"™) Africa to further their CSR and ! * =

sustainability practices.

B. Disclaimer

This report is based on information available publicly and/or provided to us by the banks. The data
has not been verified independently. The case studies mentioned were selected based on the value
they add within the context they were mentioned in, and not in any attempt to promote a bank more
than the other. The study is solely commissioned by ABJ and both ABJ and Schema are committed to
full transparency and accountability in regards to the study’s findings and resources.
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3. The AB] Sustainability Journey

The Association of Banks in Jordan (ABI) was established in
November 1978 and registered at that time as an ordinary association
in accordance with the provisions of the Societies and Social Charities
law number (33) for the year 1966 and its amendments.

In 2000, the Banking Law number (28) was issued, whereof Article

95 stipulated the creation of an association named the Association of

Banks. By virtue of this law, ABI’s new bylaws number (35) of 2005
was issued on March 29, 2006, hence becoming an association.

ABJ is currently a member of the Union of Arab Banks. For a more
detailed review of ABJ please visit its website at: http://www.abj.org.
jo.

ABIJ seeks to upgrade and advance the banking business through
the following:

- Looking after the interests of members and coordinating between
them in order to achieve their common benefit.

- Improving and modernizing the methods of delivering banking
services.

- Deepening the understanding of banking business and its norms as
well as following unified regulations and procedures for this purpose.

As part of its goals to continuously provide added value to the
banking sector and facilitate development, the ABJ has taken it upon
itsell’ to drive the sustainability of the banking sector forward which
resulted in the preparation and issuance of this report.

Table 4: Working Definition of Sustainability

AB] Vision
To maintain our pioneering
role as one of the most
efficient associations of
banks in the region by
providing services to
member hanks so as to boost
their capahilities and enable
them to maximize their
contributions to achieving
sustainable development in
the kingdom.

AB] Mission
We seek to upgrade and
advance the banking
business by safegunarding the
interests of member hanks
and to achieve the highes
levels of coordination among
them and with the other
partners as well. We aspire
to develop and upgrade
the process of delivering
banking services and
enhance the concepts and
norms of banking business,
in addition to following
unified systems and
measures for this purpose.

The working definition of sustainability used in this report is that of the International Finance Corporation (“IFC").

Which defines sustainability as:

Sustainability is about ensuring long-term business success while contributing toward economic and social develop-
ment, a healthy environment, and a stable society. IFC’s definition of sustainability, used in this report as applied to finan-

cial Eng Tour di

of good busi performance.

® The financial sustainability of the financial institution and its client-companies, so that they can continue to make a

long-term contribution to development

# The economic sustainability of the projects and panies the financial i
tion to host economies
® Envir I inability gh the preservation of natural resources

finances, through their contribu-

® Social sustainability through improved living standards, poverty reduction, concern for the welfare of communities,

and respect for Key human rights.

These considerations, taken together, aim to capture a fuller range of factors that influence the decisions, activities,
products, and services of financial institutions, including the social and environmental impacts of their work. "'

bility Financing Envi

1 And Sacial O

Finunce Corpor

ustainability Pdf

OR IN JORDAN

In Emerging Markets, Hitps=!

Z




ABIJ is playing an active role in driving sustainability within the sector by championing key events
in Jordan such as its annual CSR events. These are events aimed at raising awareness of the importance
of sustainability for the banking sector and encouraging collaborative efforts to create sustainable
change.

Sustainability in an economy like Jordan is key.

Due to the importance of sustainability, ABJ has
undertaken an assessment of the banking sector’s
sustainability disclosure to ascertain the gaps
in the market to encourage more sustainable

; “Sustainability
practices through the study “Corporate v
Responsibility Disclosure and Practices increasingly
in the Banking Sector of Jordan — 2013 mmgmz_Ed i tmlm!

i ) to the growth of emerging
. The study resorts to content analysis market economies.
based on public information by banks in “For the Plg"ﬂltlt' SEC“'B t;'f-:

: i i represents both a demand for \
Jordan. It aims at depicting sustainability greater social and environmental
in the banking sector based on what the Risk Management as well as a N
25 licensed banks did disclose publically new landsenpe of hussiness
o i . - opportunities.
covering the years 2010,2011 and 2012 through (http:/fwwwifc.org)

their annual reports, sustainability reports, and

online publications. Main sustainability practices

by banks in Jordan were highlighted in the study.

such as internal practices. governance. direct social

contributions (donations and sponsorships), responsible banking services, socially responsible
investment, and investing in aggregating benefits, while providing examples on each practice.

The study is available online at http://www.abj.org jo/en-us/otherstudies.aspx.

It would appear from the study that although a lot of financing is dedicated to a myriad of
sustainability initiatives, few of such activities appear to have direct strategic sustainable objectives
or long-term sustainability goals integral to the business.

However, increasingly, the banks are formalizing their sustainability engagements through well
managed strategies with clear targets and goals embedded into the business.

ABI has aspired to further address sustainability in the banking sector in Jordan, through this
report which aims to be the first industry wide report on sustainability in the banking sector Jordan.




AL ABJ Members

All banks in Jordan are ABJ members. Briel about the banks, their establishment and management
is below.

Table 5: Jordanian Commercial Banks

1 Araly bank

2 Jordan Ahli Bank

3 Cairo Amman Bank

4 Bank of Jordan

5 The Housing Bank For Trade and Finance
f Jordan Kuwait Bank

7 Arab Jordan Investment Bank

8 Jordan Commercial Bank

9 Invest Bank

10 Arab Banking corporation/Jordan
Il Bank El-Etihad

12 Societe General/Jordan

13 Capital Bank

Source: Asseciation of Banks in Jordan

Table 6: Foreign Banks

T I

1 Egyptian Arab Land Bank 1951
2 1957
3 Citi Bank 1974
4 Standard Chartered Bank 1925
5 Bank Audi 2004
6 National Bank OFf Kuwait 2004
7 Blor k 2004
] National Bank OFf Abu Dhabi 2009

Source: Association of Banks in Jordan

Table 7: Jordanian Islamic Banks

1 Jordan Islamic Bank 1978
2 International Islamic Arab Bank 1997
3 Jordan Dubai Islamic Bank 2009

Association of Banks in Jordan

Table 8: Foreign Islamic Banks

- Member name

1 Al Rajhi Bank

Source: Association of Banks in Jordan

SUSTAINABILITY REPORT FOR THE BANKING §




4. Sustainable Vision

A Banks lmpact on the Economy and Sustainable Development

One of the main reasons why banks have a special role in the economy is their role in “money
creation”. A nominal percentage of money comes from central banks whilst the majority is ‘banks’
money. Banks” are not just financial intermediaries, they “create’ money by enabling credit. Banks do
not lend money, bank loans in effect create money.>

Figure 3: Central Bank Quotes

“The actual process of money creation takes place primarily in banks.”
(Federal Reserve Bank of Chicago, 1961, p. 3)

“By far the largest role in creating broad money is played by the banking sector ...
When banks make loans they create additional deposits for those that have
borrowed.” Bank of England, 2007)

“Over time... Banknotes and commercial bank money became fully interchangeable
payment media that customers could use according to their needs” (ECB, 2000)

“Contemporary monetary systems are based on the mutually reinforcing roles of
central bank money and commercial bank monies.” (BIS, 2003)

“The commercial banks can also create money themselves... in the eurosystem,
money is primarily created by the extension of credit.” (Bundesbank, 2009)

Sousce: Pisano et al. {2002)

To draw the correlation between the potential impact of the financial sector and sustainable
development, the impact of the financing aspect of banks should be addressed, albeit briefly.

In September 2011, a report by ‘Forum for the Future’. funded by Aviva Investors. outlined
this concern: “Investment is about the future. How the future turns out determines the returns on
investments and the volatility of these returns. But. in turn, the pattern of investments (where capital
is allocated) itself helps to determine the type of future we get.” '

2} Pisano et al. (2012)

3) Thid
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Normative banking operations are built on short term basis for higher return on investment.

“According to Lwdenherf.. tlﬂﬂ?r. there is a widespread debate within the financial and business community -including
the CFA Insti the dtable, the Conference Board. the United Nations, the World Economic Forum, and
the Aspen Institute. Short-termism is claimed to have a number of detrimental effects on the financial market itsell, the
real economy, as well as environment and society overall. Among the dangers for financial as well as corporate communi-
ties are (Tonello, 2006):

@ At the macro-economic level: shori-term visions cause market volatility and the instability of financial institutions.

® At the micro-economic level: short-term investment strategies drive short-term thinking in business

- undermining e [ y and
ness model, compromising its competitiveness.

a public company to the risk of losing sight of its strategic busi-

- pressure to meet short-term numbers may induce senior managers to externalize a number of business costs (ie.,
the cost of a state-of-the-art pollution system), often to the detriment of the environment and future generations.”

Source: Pisuno et al. (2012)

B. Sustainable Development in Banking

There are many definitions of sustainability and sustainable development. The most commonly
used definition is that of the Brundtland Commission of 1987 which defines sustainable development
as “development that “meets the needs of the present without compromising the ability of future
generations to meet their own needs” (WCED 1987).

Although an effective definition it would appear to be insufficient to provide guidance on
implementation. The Rio Declaration. itself consisting of 27 principles, and Agenda 21, the action
plan to implement Rio, have often been used as a source and as a basis for the formulation of a
process-related set of sustainable development principles:"!!

1. Balancing different policy dimensions

2. Long timeframes and intergenerational equity

L

. Ecosystem limits and planetary boundaries

Equal opportunities and access

oo

Inclusion and participation
6. Governance for sustainable development.

Based on a research conducted in EU, of the performance of banks against the sustainable
development principles, there were many gaps. A brief summary of such gaps can be presented in the
following table:

(41 Far more infe o the sustainable development principles please visit http:/fwwwsd- network culquarterly % 2reports/repon 20 les/pdl 201 2-December.
The_Financial_Sector_an_Sustainable_Develop




Table 9: Framework for Comparing Sustainable Develop t and the Financial Sector

Sustainable development | Financial sector
Balancing SD dimensi i | One-dimensional logic; maximisation of
preservation, social equity, economic profits and return on investment
development |
Long timeframes and intergenerational I Short-term perspective; discounting;
equity | present value calculation
Environment preservation, Iimitsto | Little tona consideration of environmental
growth, and planetary boundaries | effects

Equal opportunities, access, and Intra- | Little to no consideration of soclal effects
__generational equity _

Inclusion and participation i Hﬁl}'cnmp'l_n:; not inclusive, nor opsn'm i
___ participation
Governance for SD Efficiency oriented; shortage of
| transparency and accountability

Source: Pisano et al. (2002)

C. Banks Two-Fold Responsibility
Banks have two-fold responsibility in their sustainability: Internally and Externally.
1. Internally

Internally, banks have a responsibility within their operations. This can be further broken down into
two components: (a) their employees and internal policies related thereto and (b) their operations i.e.
in their management of social and environmental risks and their consideration of such issues in their
decision-making process and lending. Banks can integrate social and environmental consideration in
their decision-making process focusing their investment on projects that have a positive environmental,
social and financial impact . Alternatively, banks can take a more active role in their investments
to ensure such positive impact.

{51 Intemational Finance Corporation ( 2067)
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Figure 4: How Banks Encourage Clients to Be More Sustainable

In the Survey, we inquired if banks encourage clients to be sustainable and if ves. how. 75% of respond-
:ents said they do encourage clients to be sustainable using the following methodologies

Other
26.77
We monitor clients social impact
653,37
/

Owr lending is subject to clients

2 £ showing some from of sustain-
| \/ able practice

We monitor clients 7334

environmental impact
80,07 \/

Source: Generated by Schema from the Survey

When the banks were asked to what extent they get involved with customers to encourage them to be
more sustainable. 50% said to a great and moderate extent

2. Externally

Externally, banks have a responsibility in terms of their working relationship with their stakeholders.
A responsibility to improve their offerings and extend such offerings within the areas of sustainability
i.e., creating financial products and services with social and environmental benefits. These can yield
to business models that: (i) bring in new clients. (ii) open new markets, (iii) allow for differentiation
and competitive advantage, and (iv) improve reputation by generating more goodwill and support
from stakeholders %,

Based on the above, it is of great value to understand the practices of the financial sector in Jordan
against the principles of sustainable development and understand the sustainable development needs
of Jordan, to identify more strategic sustainable practices amongst the banking sector.

(61 Fhid
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5. Sustainability Efforts in the Banking Sector

A. Global Comparative Review

IFC undertook a survey in the financial sector, asking respondents why they consider social
and environmental issues (Figure 3), what are the key social and environmental risks identified by
financial institutions (Figure 6) and what are the benefits of considering social and environmental
issues (Figure 7). Similar questions were put to the banking sector in Jordan and the results are as
follows:

Figure 5: Key Reasons Why Banks Consider Environmental and Social Issues

= w w o - L
8 : g £ E £ B 8
= i 2 2 L 2z fe] z
2 > 2 g 3 2 ]
¢ . § & £ = 5
— o o 5 b-] z
- o A o
= o = o
£ E 2 = E L]
o = E @ S =
™ E L @ £ =1 =
® 5 5 2 ] £
“ ° z £ 8 E
£ B 5 » 2
o= L z c
2ol 2 a @ $.
= o
i =
o =
=
2 ]
H o
s
@
o
=
[ Jordan (of respondents %) [l IFC (of respondents %)

Source: Generated by Schema from the Survey and International Finance Cosporation (2007}
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Figure 6: Key Social and Environmental Risks Identified by Financial Institutions

100

90
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70

60

50
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30
20
10

0

ients
Other

Security {devalued collateral)

Loss of depositors or reta

loss of financing from international financial
Monperforming loans/ investments/ leases

Reputational risk / Negative publicity with customers,
Potential civil or criminal liability for negligence
Reduced access to capital from private financial

Liability for clean up of contaminated property/
Credit risk (defaults, payments rescheduling)

Il |FC (of respondents %} Il Jordan (of respondents %)

Source: Generated by Schema from the Survey and International Finance Corporation (2007}
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Figure 7: Benefits of Considering Social and Environmental Issues

80

70
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50

40

30

20

10

Increased revenues

Improved community relations
Reduced risk

Cost savings

Better quality of work
Developed new business
Other

Improved access to international financing
Improved barnd value and reputation
Developed new products and services

Il IFC iof respondents %) B Jordan (of respondents %)

Source: Generated by Schema from the Survey and International Finance Corporation (2007}

The areas of significant differences give rise to issues that need further consideration.

1. Banks in Jordan perceive the consideration of social and environmental concerns to (1) lower
risk and better returns (21 4%-Jordan versus 40% - IFC study) and (2) demand by investors
(14.3% - Jordan versus 57%-IFC study) as low drivers although they rated as key drivers
globally. Increased value to stakeholders is considered a key driver in Jordan (85.7%- Jordan
versus 51% - [FC Study).

This variation in perspective would appear to reflect a non-strategic use of sustainability
consideration in the business operation. Sustainability can be a substantial tool to lower risks
and improve returns through increased competitive advantage.

There has been empirical evidence to show that there is a positive correlation between
considering social and environmental concerns and lowering risks and increasing returns.

If we review this against the sustainable development principle “long timeframes and
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intergenerational equity” it would appear that social and environmental considerations in Jordan
appear to be key for short term considerations such as value towards the stakeholders versus
longer term consideration such as lower risks and intergenerational equity i.e.. the protection of
society and environment for future generations.

To benefit from such evidence and leverage such drivers, it would be worth for each bank
to invest some time and effort in identifying a business case and driver to align social and
environmental concerns with its business model.

“The sustainability issues that will drive competitiveness within the commercial banking industry include:
@ Including underserved costomers and developing financial literacy

® Ensuring customer privacy and data security

@ Incorporating environmental, social, and governance risk factors in all core produocts

@ Complying with the legal and regulatory environment

® Developing and strategies to protect against systemic risk™

Source: SASE (2014}

Further, in a recent research issued by KPMG ', it was shown that banks are increasingly adapting
their sustainability strategy towards opportunity by not only protecting their value but also creating
value instead of a narrow locused sustainability approach managing reputation only.

Figure 8: Type of Sustainability Strategy in Selected European Banks

.

W Strategy mainly (reputational) risk driven

W Strategy both (reputational) risk and opportunity driven, opportunity side lacks systematic approach

and is limited in scope

B Stategy both (reputational) risk and opportunity driven; opportunity side has systematic approach and

is limited in scope

Source: KPMG (2013

2. The key social and environmental risks identified seem rather varied. With a growing banking
sector, the competition in the market increases:; therefore, it is understandable that the key
risk identified is reputational. However, it is interesting to note that in Jordan the second most
important risk is loss of depositors or retail clients (42.9%-Jordan versus 11%-1FC study)

s such as nonperforming loans, loss of financing from international financial

instead of other ri

(7)1 KPMOG, Ready or Noa? An assessment of sust;

ty integration in the European Bunkin

OR IN JORDAN 2




institutions etc.

This goes to show the growing importance of sustainability for consumers and the increased
competitive advantage possible as a result of sustainability. However, this raises a flag. There
are other key social and environmental risks that should be taken into serious consideration
such as social and environmental risks of clients that can result in defaulting or even in some
instances reputational damage. Figure 9 is a demonstration of social and environmental risks
the banking sector in general are subjected to.

Figure 9: Social and Environmental risks in Banking Sector ¥

ironm
ults of e

Reputation

In Jordan, lending is a primary role that banks undertake. Figure 10 reflects some of the risks
associated with banks lending operations.

L pdi
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Figure 10: Risks Associated with Banks Lending Operations

Operational issues; Legal issues; Insurance; Unfair

RISK FOR BANK’ CLIENTS labor practices (e.g. health, safety, child labor)

% )

S | | | l

5

rd Lender liability for Creditrisk  Marketrisk  Reputational

¥  social or environmental reduced reduced risk

5 damage caused by a repayment value of negative
client capacity collateral publicity

| IIII

CONSEQUENCES Loss of assets, reduced profits, damage to reputation

Source: International Finance Corporation (2007)

The Jordanian market is majorly composed of small and medium enterprises (SME’s), SME’s
too have associated social and environmental risks as can be demonstrated in Figure [1.
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Figure 11: Key social and environmental risks for SME clients
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In other words. there is a perception that social and environmental risks are limited to reputational
risks whereby there are more substantial risks 4
and environmental considerations are integrated into the business decision-making procedures.

ssociated. This reflects the extent of which social

If we consider the sustainable development principle “balancing different policy dimensions”
i.e., social, environmental and economical aspects it would appear that banks in Jordan, have a
tendency to primarily focus only on the economic dimension.

3. There appears to be alignment that the primary benefit of considering social and environmental
issues would improve community relations: however, when we consider the other top drivers
for Jordan: improved brand value and reputation, better quality of work and develop new
products and services versus globally: increased revenues, reduced risk and increased access to
international financing it would appear that there are a lot of discrepancies.

These discrepancies give rise to a number of issues to consider:

- The potential value to be generated from sustainable practices

- The potential risks to be reduced as a result of an integrated sustainability practice.
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When one compares return on investment in terms of improved brand value and reputation versus
increased revenue it appears that sustainability is perceived as a “soft” practice.

Sustainability yields the highest value if used as a business tool versus a communication asset. To
do so, sustainability needs to be part of the business and not a ‘side activity’. Current sustainability
practices would appear to be focused on improving an image versus creating change. Based on the
CR in Jordan Report, consumers believe that the role ol businesses is to ‘change the way they operate
to become more responsible’.

Figure 12: Consumer Expectations of Businesses

Suppert larger issuas with
donations and time

¥ 2013
BALL
a0

Play a limited role in the

e\_o'BN_L\" 2011

COmmunity

Just to make money
Support larger issues with

donations, time AND
advocate for change

Change the way they
operate to become more
regponsibie

Source: Schema (2014}, Corporate Responsibility. the Opportunity: Fertile Ground

If we look at this perception of sustainability as a “soft” and “side activity” in line with the
sustainable development principle “governance for sustainable development™ it would appear that
governance of sustainable development is limited to a functional objective (improve image) instead
of a strategic objective (reduced risks. increased revenue).
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Example/Success Story:

Triodos & Bank

| Triodes Bank ks one of the world's leading sustainable banks with a mission to make
money work for positive social, environmental and cultural change:

1. Help create a society that protects and promotes the quality of life of all its

members
2, Enable individuals and busi to use their money in ways that
benefit people and !ha i and ol d
3. Provide our with I Ive financial products and high quality service
Triodes Bank's approach Is based on:
1. A sustai

: busin el: the bank only work in the real economy without

investing in complex finandal instruments (with the promise of high profits that
bring greater risk), in order ta remain solid and stable;

2. Positively 100% sustaingbie: only lend money to people and organisations working

o make the world a better place, actively seeking out and promoting sustainable,
entrepreneurlal businesses driven by values and ideas;

3. Total tmnsparency: publish detalls of every single organisation Triodos lends to,
with the intention of making possible to savers antd investors to see exacty how
Triodos Is using their money.

(Triodos Bank, 2012)™

In the Survey, banks were asked if their sustainability goals are integrated into the banks strategies
and although 76.5% said yes and the remaining 23.5% said partially, it would appear that such
integration remains at a superfluous level.

Figure 13: Integration of Sustainability Goals

Integration of Sustainability Goals into Bank’s Strategies

Partially
2357

Source: Generated by Schema from the Survey

Based on KPMG s research”

. more than 92% of the banks set qualitative targets with 8% setting both qualitative and
quantative targets.

19} KPMOG, Reud

son in the European Banking S
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One strategy for creating long-term value through sustainability banking is by implementing
a social and environmental management system. However, this requires better understanding and
quantification, monetization and management of these risks.

An example of such strategy and the potential results can be found in Figure 14.

Figure 14: Strategy for Creating Long-Term Value Through Sustainability Banking

Implement a social and environmental management system (SEMS)

Improve management of environmental

=i Generate innovative financial products
and social risks

and services to capture opportunities in
the area of sustainable development

) 2

GENERATE INDIRECT PROFITS: GENERATE DIRECT PROFITS:
Reduce costs and liabilities Attract new clients and tap new markets

Improve financial and nonfinancial performance in meeting business goals

INCREASE ENGAGEMENT WITH STAKEHOLDERS
Strengthen involvement in environmental and social sustainability internally, within the
organization, and externally, with stakeholders

Strengthen brand value, whichin turn generates goodwill, builds the consumer base and
market share, attracts partners and financing, and increases profits

Source: International Finance Corporation (2007)

If we consider the current economic model against the sustainable development principle of
ecosystems and planetary boundaries we find that the current economic model operation fails to
include environmental and social considerations when valuing and pricing economic activity e.g.,
as a consequence of water scarcity in Jordan, water is a key resource that should be priced beyond
the monthly bill as it continues to be less and less readily available. This is a megatrend that can also
credte opportunities.

To create sustainable development for generations to come, it is important to consider different
economic models that take into account the planetary boundaries through appropriate pricing of
natural resources.

B. Achievements

In addition to identifying potential shortcomings against global trends, it is important to recognize
growth and achievements. The banking sector has come a long way in the past few years. To
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demonstrate some of the developments that occurred. we reviewed the data from the CRD Report and
re-evaluated the results, Below are different criteria considered for comparison.

i. Defining Sustainability

According to the Survey, almost 54% of the banking sector have come a long way to define what
sustainability is for them to be able to better manage, monitor and implement sustainability practices.

Some of the different definitions banks provided were (complete list is available in Annex B):

[ our bank te intain

1 our busing hout j

It i= Banks commitment o ach d relationship with citizen and o ac bunks stakeholders®
interest

We name it Corporate Social Responsibility (CSR) which is supporting the local community by affering
financial support to NGO's in different fields

Source! Generated by Schemy from the Survey
ii. Clear Sustainability Strategy
In the CRD Report. 19% of banks announced a clear strategy for their sustainability with identified

focus areas and directions.

Based on publicly available information, 62% of all banks in Jordan announced that they have a
sustainability strategy. That is almost a three-fold growth.

In the UAB Report, 62% of the respondent banks across the Middle East and North Africa said that
they have a community investment policy.

According to the Survey, 63% of the respondents said they have an investment policy. This reflects
the maturity of the Jordanian banks on a regional scale.
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iii. Sustainability Goals

To assess the impact of such sustainability strategies and commitments, the banks were asked if
they have sustainability goals. 90% of the banks surveyed said they do or partially do.

Figure 15: Percentage of Banks with Sustainability Goals

No
107

Yes
504

Partially
40/

Source: Generated by Schema from the Survey

iV. Dedicated Sustainability Practice

In the CRD Report, none of the banks reflected a dedicated sustainability function in their
organizational charts while only two local banks showed sustainability committees in their
organizational charts.

In the Survey, three banks show sustainability functions in their charts and five banks state that

they have a dedicated person or unit for sustainability.

Figure 16: Someone or Unit Handling Sustainability Issues

Is there someone or Unit within the organization that handles sustainability issues?

No
Sustainability is part of another i8R
department
454
L

Everyone handies parts of
sustainability

\/ 25/

Tere is a dedicated person or unit
251

Sowrce: Generated by Schema from the Survey
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V. Reporting on Sustainability

As of 2015, based on publicly available information, 38.5% ol banks
provided sustainability reports versus 28.5% of banks that reported on their
sustainability based on the CRD Report.

Sustainability reports are reports that cover the sustainability activities of s
an organization. Such reports can either be based on a particular recognized Sustainabil-
framework or not. ity Reporting

There are several recognized sustainability reporting frameworks such as
(this is not an exhaustive list):

- Carbon Disclosure Project

- Dow Jones Sustainability

- International Integrated Reporting

- Sustainability Accounting Standards Board (SASB)
- Global Reporting Initiative

- SA 8000

- Global Compact

Figure 17: Comparison of Different Sustainability Frameworks""
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GRI is the most globally recognized
framework and has developed a comprehensive
Sustainability Reporting Framework that is
widely used worldwide and can be accessed on
www.globalreporting.org.

The GRI reporting framework is used as a
reference framework for the purposes of this
report.

Based on the CRD Report only 5 banks
issued GRI-based sustainability reports whilst
as of 2015, from publicly available information.
6 banks issued reports based on GRIL. However,
only one of which is a national bank (Arab
Bank) the rest are foreign operating banks.

Based on the CRD Report, 57.6% of banks
in Jordan have reported on their sustainability

GRI is the dominant
framework for sustain-
ability reporting world-

About |

it guides corpora-
:Reporting tions in identifying mate-
rial issues to report on,
and in how to report on
them in  relevance 1o
performance  indicators
for  sustainability on
ECONOMIC. environmen-
1l and social levels. Those indicators are further divided
into labor practices and decent work. human rights,
society, and product responsibility; topics that corpora-
tions need to cover in their sustainability reporting. Such
4 report also presents the reporting organization's values
and  governance model, and demonstrates the link
between its strategy and its commitment to a sustainable
global economy

spending either through their annual reports or sustainability reports. As of 2015, from publicly
available information, this has increased to 73% of banks in Jordan.

Pigure 18: Sustainability Disclosure in Jordan

80.0%

T0.0% | —

Disclose
Contributions

B0.0% [ .

50.0% |

40.0% | Sustainability
Repors

30.0% | 2857
GRI Reports

20.0% | 184

10.0% |

Disclose contribu-
tions
7a%

Sustainability
Reports
38.5%

GRI Reports
23%

2012

Source: Generated by Schema

2015

From the Survey, it appears that 60% of the banks report publically and 15% report internally with
25% not reporting at all. This discrepancy reflects an inconsistent understanding of the standard for

sustainability reporting.

It would appear that some banks, did not consider their disclosure of contributions as reporting




whilst others. considered their disclosure on contributions, social initiatives, sponsorships and
employee volunteering as sustainability reporting.

Although all disclosures are a form of reporting, sustainability reporting is focused more on the
short and long term impact of such activities, alignment with the banks objectives and sustainability
strategy.

When using a sustainability framework such as the GRI, there is guidance on how to report, what
to report on, what indicators to use and how to measure performance against such
indicators. This enables companies to (i) track the trend in their performance
year on year since there is consistency in the reporting methodology and (ii)
compare performance against their peers.

The value of non-
- ) I detailed contribu-
Vi. Social Contributions

tions has dec d
In the CRD Report. findings revealed that the majority of social

contributions by reporting banks were directed towards education,
culture, and scientific research; community development: and support
for the poor. This has not changed much for 2015 with the exception of
a few categories gaining less support (i.e.. culture) whilst others gained
more support (i.e., during the month of Ramadan). However, it is of
value to note that the value of non-detailed contributions has substantially
decreased from 6.68% to 1.73%.

from

Table 10: Social Causes Supported by Banking Sector

“-

Culture, Edacation, and Scientific Research 6250 54.04% -BA6%
Community Development & Poverty & Ramadan 21.50% 33.12% 11.62%
Health & Support for People with Disabilities 393% 4.07% h14%
Children 087 % 0.58% -0.29%
Economic & Human Capital Development 1.89% 271% 1825
Environment 047 % 0.03% -0.44%
Sports 0.37% 0.23% -0.14%
Internships L18% 0.08 % =0.10%
Other 1.13% L75% h62%
Religion 048 % 1.65% 117%
Total of non-detailed contributions 668 % 1.73% ~4.95%
Total L0000 % 10000 %

Source: Generated by Schema

Vii. Stakeholder Engagement

Stakeholder engagement has not traditionally been given a lot of attention. When asking the banks
about their stakeholder engagement in 2015, 85% of the respondents said that they undertake a form
of engagement.
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All respondent banks state that they engage their employees, and most of the respondent banks
engage customers and the community. However, less banks engage governments and even fewer
engage their suppliers.

The preferred method of engaging employees appears to be through newsletters and some leedback
forms, whilst for customers it is through surveys, for suppliers through feedback forms and for the
community through another form. Unfortunately, the “other” category provided in the survey was
not completed with details of what “other” entailed making it difficult to ascertain the method of
engagement with the community.

Some of the key outcomes of such stakeholder engagements identified by the respondent banks
have been:

Table 11: Outcomes of Stakeholder E t

Increase satisfaction rates, identify areas for improvement
Create a positive relationship

Enable the launch of new products that support women empowerment
Improve service levels

Increase profitability

Ensure a better reputation

Increase business opportunities

Ensure greater customer satisfaction

Reduce social risks

Increase trust

Improve the bank as a workplace

Create a team working spirit

Source: Generated by Schema from the Survey

Unfortunately, consumers feel unheard. In the CR in Jordan Report, 46% of consumers responded
saying that they do not feel that companies are interested in what they have to say:
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Figure 19: Consumer Sentiment Towards Feedback

As a consumer. do dyou feel that the company is intrested in what
feedback you have to share?

Mot sure

Source: Schema (2014

Corporuie Responsibility. the Opportunity: Fertile Ground
Viii. Sustainability Investment
The question posed to the banking sector was “when deciding on undertaking a sustainability

investment, what is the decision based on”. The responses were:

Figure 20: Sustainability Investments Drivers

When Deciding On Undertaking A Sustaiability Investment. What Is The
o Decision Based On:
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The cost
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Source: Generated by Schema from the Survey
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It would appear that for the majority of respondents, 63%, seem to be of the opinion that their
investments create a more than average impact (4 and 5 out of a scale of 5).

With a focus on value to be generated to the community such “sustainability” investing would
appear to be of a philanthropic nature. This leads to a question of how impact is assessed. Is it
assessed based on number of beneficiaries of an activity or against sustainability values.

Examples of Different Impact:

Short-term impact: Providing social support to persons with disability through various sponsorship and activities. These
activities provided an opportunity to these persons limited to those days.

Long-term impact: Providing assistance to persons with disability through providing key services that meet their unigue
needs ie., a focus or alignment with health i e and medical needs or addressing issues of accessibility in the long
term in public facilities and service areas to enable such persons to have a higher quality of life.

IABILITY REPORT FOR THE BANKING SEC
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6. Materiz in the Banking Sector

To better understand the scope of sustainability in the “Our
problem with banks,

banking sector and its impact, it is of great importance L
S ; ; . insurance compan and other
to ascertain what is material to the sector and the financial institutions that tout thei

sector’s stakeholders. ability by focusing on
GRI defines materiality “as the relevant

topics that may reasonably be considered i 3 .

i tant T flecting the rartization’s material to shareholders and a vast range of other stakeholders

HPOCanl IQEIeltiling e OrpauZaton s cluding employees, customers, counterparties

economic, environmental and social impacts, itself which depend upon a stabl

or influencing the decisions of stakeholders, create jobs and responsible

and., therefore, potentially merit inclusion in

What these instituti stakeholders need transparent

the report. /
P information about th e of sustainability: their social
Materiality is the threshold at which and governance performanci v it relates to financial

performance. Examples of s
recruitment, employee compe:
privacy, customer transparenc)
and financial inclusion. E

Aspects become sufficiently important that
they should be reported” '),

GRI framework provides for reporting at
three levels: a category (Environment, Economic and regulatory environment, systemic
and Social): amongst each category there are various isk management, and managing
aspects that address these categories; within each aspect SoSRiess =
there are indicators that measure performance. To ascertain
materiality, we focus on aspects.

Based on an analysis of global banks reporting on their sustainability, the GRI has identified the

following aspects as material to financial institutions "%

1. Customer Privacy

2. Materials

3. Marketing and communication

4. Equal remuneration for Women and Men
5. Training and education

6. Public Policy

7. Investments

8. Procurement Practices

9. Diversity and Equal opportunity

10. Corruption

11. Indirect Economic Impacts

In Jordan. based on the Survey, the aspects considered most material are:

1. Anti-corruption

11} Eccles R et al. (2013)
(12) Giohal Reporting Initiative (2014)/

A (20 5)




oalligpely ila y wes

(]

. Compliance

3

. Security Practices
4. Economic Performance

5. Marketing Communication

6. Public Policy

7. Child Labor

8. Non-discrimination e e ]
9. Local Communities There are other organiza-

tions that have also given
10. Market Presence this consideration such as

the Sustainability Account-
ing Standards Board. From
their analysis the following
is material for the financial

11. Transport

Other issues that banks have also raised as material have been

corporate governance and stakeholder engagement. Both of which, sector'™;
although not aspects within the GRI framework are considered at the Ml Copliar.
i . . . . - Financial inclusion and
heart of reporting and sustainability to ascertain the report content. capacity building
. 5 . . L pat - Costomer privacy and
In view of the above, this report will analyze the sustainability of data security
the banking sector along three dimensions (social. economic and Business Model and In-

novation:

- Integration of environ-
mental, social and gover-
nance risk factors in Credit
Risk Analysis

Leadel
nance:
- Management of the legal
and regulatory enviromment
- Systematic Risk Manage-
ment

environmental) within the scope of the material issues listed above.

p and Gover-

(14) SASH (HH4)
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Figure 21: Material Issues for Banking Sector in Jordan

Materials
Transport

Indirect Economic

Source: Generated by Schema
Example of a materiality assessment:

Bank Audi have undertaken an in-depth materiality assessment. Based on such assessment, they
have prepared a materiality matrix that represents the issues that are most material for them.
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An analysis of the long-term impact of the sustainability efforts of the banking sector on the
material issues identified was not possible due to the difference in scope of the disclosure (i.e., some
banks covered only Jordan whilst others covered their regional or global operations) and format of
disclosure (i.e., aside from the banks that reported using GRI the metrics of measurement were not
always clearly defined in reports).

However, in an attempt to raise the bar for disclosures and to enable an impact assessment of
material issues in the future we assess below, the disclosures (based on publicly available information)
of such material issues.

Details of each aspect discussed and the associated indicators can be found in Annex C.

By means of a summary. disclosures on issues identified as material are minimal. A percentage of
the banks that disclose on each aspect (as defined below) in general and/or based on the GRI can be
summarized as follows:

Total Companies that Disclose® Percentage of GRI disclosure®

Labor Practices and Decent Work 21% 9%
Human Rights 1% B
Society 12% 6%
Product Responsibility 9 6%
Enviromment 14% 6%
Economic 465 12%

*These were calculated by averaging out the companies that disclosed in that aspect based on the different areas,

BILITY REPORT FOR THE BANKING SECTOR IN JORDAN 2




7. Material Disclosures

AL Social Aspect Disclosures

Disclosed based on GRI Disclosed in General Terms

Equal remuneration for Women and Men 3 2
Training and education 3 3
Diversity and Equal opportunity 3 2

Addressing issues such as equal remuneration, diversity and equal opportunity and training and
education are malerial to show the working environment of banks. This provides stakeholders with
assurances that employees are equipped to handle their responsibilities and that positions are based
on meritocracy standard through equal opportunities. Creating a diverse work place with equal
remuneration encourages increased productivity and yields innovation ensuring a solution based
service facilitating on-going economic growth.

Disclosed based on GRI Disclosed in General Terms

Investment 3 1
Security Practices 1 1
Child Labor 2

Non-discrimination 2 1

Investing in screening for human rights practices, providing training on the organizations
human rights policies and actively monitoring issues of child labor provides stakeholders with an
understanding of the values of which the banks operate. Operating in a non-discriminatory manner
reflects an inclusivity value that encourages stakeholders to perceive the banking sector as a partner
and not just a service provider.

I N B

Pablic Policy 1
Corruption 3
Local Communities & 6

Banks play a key role in driving the economic environment and indirectly the regulatory
environment. The role they play in maintaining the public interest and advocating for positive change
in public policy is of an immeasurable value for the economic stability of a nation.

In an effort to protect public interest, taking concrete steps to address corruption, and putting in
place the relevant policies and procedures to prevent corruption instills confidence in stakeholders.
The cost of corruption is surmountable.

To effect change. it is important for any institution to ascertain the positive and negative impact it
has on its surrounding environment, in particular the local communities in which it operates. Social
contributions are valuable and they assist in addressing philanthropic needs of local communities but
engagement, social impact assessments and strategic development programs are the key to impactful

social contributions.




on GRI

Product Responsibility

Customer Privacy 1
Marketing and communication 2 1
Compliance 2 1

Banks provide a key service. Ensuring that they are compliant with regulations (and best practices)
provides stakeholders with confidence. Customers also need a sense of security in terms of privacy
to create trust. Ethical marketing and effective communication can be key tools for mindset shifts.

There is a degree of mistrust amongst consumers and businesses in Jordan and addressing this
would go a long way to create a fruitful relationship with stakeholders.

Figure 22: Consumers Perception on Transparent Corporate Communication

Do you believe thot companies are fransparent in their communication about what they do?

Yes somehmes

Very skephical about everyttung they say

No not really

Source: Schema (2014), Corporate Responsibility. the Opportunity: Fenile Groumnd

B. Environmental Aspects Disclosures

_ Disclosed based on GRI Disclosed in General Terms

Materials 1 2

Transport 2 2

Directly as a bank, the key environmental factors that would reflect the banks commitment to
sustainability are limited. This is not to say that all environmental efforts are not of value; however, in
view of the business model of banks it would appear that material and transport are the key contributors
to banks environmental footprints and therefore should be disclosed in more details.

C. Economic Aspects Disclosures

Disclosed based on GRI Disclosed in General Terms

Market Presence 3 3
Economic Performance 3 26
Procurement Practices 3

Indirect Economic Impacts 3 5
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Saving the best to last, the economic impact of banks is the most important but also the most
challenging to assess.

Based on the material aspects identified. all banks disclosed through their annual report and other
reports, their economic performance. However, not many disclosed in details the implications of
various social and environmental risks and opportunities.

In terms of market presence, and based on the scope of the GRI aspect, not many banks disclosed
their ratio of wages compared to minimum wage.

On a more critical note, many banks did pay attention to their indirect economic impacts. Disclosure
of such impact adds value to create a comprehensive national development plan and facilitate more
improved infrastructure.

Also, like “no man is an island” no institution operates in a vacuum, Banks have an upstream and
a downstream in their value chain and therefore assessing the impact of their work in terms of their
suppliers and procurement practices adds value towards creating effective sustainable partnerships.

In the Survey, 90% of banks stated that they have procurement policies — of which 43.8% include concepts of responsible
procurement, 18.8% include concepts of responsible sourcing, 6.1% include concepts of green procurement and 31.3% do
not include any of these concepts.

313% of banks stated that on average they have been working with over 70% of their suppliers for over two vears.

8. Impact Assessment

As mentioned earlier, it is difficult to ascertain the conclusive social. environmental and economic
impact of the banking sector in view of the limited scope and form of disclosures being undertaken.

However. [rom a review of the information disclosed. it would appear that the key tangible impact
of the sustainability efforts from the banking sector are nominal in comparison to what they actually
may be or can be.

Nonetheless. in an attempt to capture some of the impact, we have tried to assess the impact in two
different formats:

- Performance against the sustainability development principles

- Performance against best practices

To enable a fair assessment, we excluded non-Jordanian Banks since it is not clear how the impact
disclosed directly affects Jordan as oppose to their scope of operations regionally or globally.

A. Performance Against Sustainability Development Principles

Focusing on Jordanian banks (commercial and Islamic) we assessed the information disclosed
against the sustainability development principles. We rated each bank from a scale of 1 to 5 (1 being
low impact and 5 being high impact) and then came out with an average. The rating was based on
a set criterion for each principle. Where no information was provided the rating given was zero.

The average performance of Jordanian banks against each sustainability development principle is
presented in Table 12,
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Table 12: Performance of Jordanian Banks Against Sustainability Development Principles

- Charters, commitments towards considering social, environ-
mental and economic dimensions

- Strategy to address different dimensions

- Discussions of social and environmental issues in key decisions
at the board level

- Seniority of persons responsible for sustainability

Balancing different policy dimensions

- Investment in projects that affect resources accessible to future
Long timeframes and intergencra- generations
tional equity - Investment in activities that yield long-term value versus short
term

- In depth consideration of environmental risks
- Ensuring there is an in depth analysis and understanding of 1
environmental impact of projects financed

Ecosystem limits and planetary
houndaries

- Equal opportunities being provided

Equal opportunities and access - Aceessibility to resources 2
BT - Appropriate access to information
Tocinslon and partielpation - Opportunities to participate in decision-making processes 2
- Effectiveness and efficiency
Governance for sustainable develop- - Transparency 15

ment. - Accountability
- Rule of Law

Source: Generated by Schema from the Survey

We acknowledge that this assessment and analyses is very subjective based on our views; however,
we have tried to be consistent in our analysis and review of information available.

The governance aspect is the highest rating with a score of 3.5 due to the extensive regulatory role
the central bank plays in regulating and monitoring banks performance. Also, there have been new
governance regulations issued recently that have increased transparency and accountability practices
throughout the banking sector although not extensively covering sustainability issues.

The second highest scoring is balancing the different dimensions with a score of 2.75. This score is
probably high due to the increased disclosure on sustainability practices and an increasing awareness
on the importance of sustainability. Unlike other dimensions. there was a lot being disclosed in this
respect.

To further ensure objectivity and to provide a baseline for analysis, 12 European banks were
selected and assessed against the principles in the same format. The results can be found in Table 13.

(15} Independent assessment)
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Table 13: Performance of Jordanian Banks and 12 European Banks Against Sustainability

Development Principles "

Sustainable Development

A Criteria of Assessment
Principles

- Charters, commitments towards considering social, environ-

mental and economic dime 5
Balancing different policy - Strategy to address different di ions 275 435
dimensions - Discussions of social and environmental issues in key deci-
sions at the board level
- Seniority of persons responsible for sustainability
- Investment in projects that affect resources accessible to
Long timeframes and inter-  future generations 1 175
generational equity - Investment in activities that yield long-term value versus s
short term
Fosvotonm Wits s ol - In depth consideration of environmental risks
r i-lnrw y T P - Ensuring there is an in depth analysis and understanding of 1 4
7 Xy - I impact of projects financed
Equal opportunities and - Equal opportunities being provided 2 435
ACCESS = Accessibility to resources =
- Appropriate access to information
Inclusion and participation PRLop 5 b 4.5
= Opportunities to participate in decis making processes
- Effectiveness and efficiency
Governance for sustainable - Transparency 35 475

development. = Accountability
- Rule of Law

Source! Geperated by Schemy from the Survey

B. Performance Against Best Practice

In an effort to analyze the sustainable performance of the banking sector in Jordan, we established
a criteria of best practices and rated the banking sector’s performance against such criteria. The
crileria are:

Presence of a clear sustainability strategy with defined targets and mechanisms to measure and
monitor such targets.

Sustainability commitment reflected in the form of a charter, department or champion responsible
for sustainability within the whole banking operation with key decision making authority to impact
all departments (i.e. credits, loans etc. not just marketing, communication and social contributions)

Sustainability consideration in the core business and operation of the bank from the top (board) to
the bottom (every department).

There is an increasing practice to hold sustainability related discussions in the board room. This increases the integration
of inability into the busi DNA of the organization increasing the awareness of risks and providing more guidance
at the highest level.

Reporting on sustainability practices in a structured formalized manner including reporting against
the strategy and targets set.

(18] Source: Generated by Schema from the Survey
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ASSOCIAT JORDAR
The impact of sustainability activities undertaken against the sustainability development principles

Again, each bank was rated from a scale of 1 to 5 (1 being low performance and 5 being high
performance) on each criterion above and then given a total score.

The Jordanian banks scored in groups of three clusters:

I S YT

1 Between 15% and 35% S8%
2 Between 40% and 65% 2T%
3 Abaove 80%. 15%

Based on such data, it appears that banks in Jordan fall into three categories:

Philanthropic:

It would appear that most banks are still undertaking investments, activities and initiatives from a
philanthropic perspective in the form of donations.

Responsible:

Some banks have advanced lo creating some innovative products and tools as a result of their
sustainability commitment but this remains limited in terms of reporting on the impact of such
products and services.

Sustainable:

Some banks have advanced sustainability systems integral to their day to day operations and
consideration.
Based on that criteria. to date, Jordanian banks sustainability practices can be represented as

follows:

Figure 23: Clusters of Jordanian Banks

Clusters of Jordanian Banks

Philanthropic
60%

58%
0%
20
o
15% 27%
Strateglc Sustainabllity SUEII:I:;‘::LI;:}VHFH

Source: Generated by Schema

Comparatively, based on the KPMG research, the select European banks also show that their
sustainability related activities and programs within their business are still immature. Only 25%
execute opportunity driven sustainability activities in a systematic and strategic manner.
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9. Recommendations

Several millions of Jordanian Dinars are being invested in social, environmental and economic
development activities. However, they do not appear to reap the proportionate benefit and added
value to the business.

The sector is composed of 25 banks, each with its own strategy, focus area and sustainability
practice. However. in order to gain maximum impact, there is room to creating sector wide initiatives
to advance sustainability.

As mentioned earlier, banks have a two-fold responsibility: within their operations and as a result
of their operations. Below we discuss some recommendations that affect banks internally whilst
others affect how banks impact society. environment and the economy.

A, Increased Awareness and Commitment of the Financial Sector

As demonstrated in this report, some banks appear to be more committed to sustainability than
(llhers Also, banks appear to have a different approach and understanding to sustainability. Therefore,
is worth raising the bar in terms of sustainability by:

- Creating a sector wide charter that reflects the sector’s commitment to sustainable development

i7
A good example of a commitment is available in the UNEP FI Guide to Banking & Sustainability'”.
1.4 We that isan
instittional commitment and an integral part of aur
pursuit of bath good comporate citizenship and the
tundamentals of sound bisInGes proctices. ; u INTERPRETATION
WHAT DOES THIS MEAN?
HOW DO | SHOWAND FULFILL THIS COMMITMENT ?
!rji: rh_w {51 -n'ths
H IMPLEMENTATION
Yy ebidiing sorperake
e fa il fedf snmaoe weth s
. L Eery padar SperT )‘9:‘
e @ + corperad repow iRy it
ever: &mun’:‘rrs day epenions and 5 ke it te wap B piveiwad dur Becives
parkavdiefy ohar w e n’,@m& v bt csrtorate reseankilty
el
UNEP FI Resources on Effscting Conorats Gulture Tharngs
ek Ve e e et e
W M A LN Mt engadrare o
Source: United Nations Environment Progeam (200 1), UNEP Fl Guide to Bunking & Sustainability
sedd Nations Enviranment Program (20111, UNEP FI Guide o Bunking & Sustainability, bitp-iww 2 wide_banking statements. pdf
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Creating sector-wide definitions to sustainable development as is material and aligned to the sector

Based on KPMG's research'"", more than 50% of the banks consider sustainability as a strategic
priority aligning such strategy with business strategies with around 17% of the banks considering
sustainability as a tool to contribute towards executing the business strategy.

Figure 24: Level of sustainability strategy and business strategy alignment

Strongly aligned with Weakly aligned with
business strategy,

421

business strategy,
42

Aligned with business

strategy,
174

Source: KPMG (2013

Working on preparing and communicating success stories that show the correlation between
sustainable operations and the business value for banks in Jordan

B. Improve sustainability practices within the banks

As a key sector of the economy, it is worth considering improving sustainability practices within
banks by: (i) setting targets for each bank to achieve with respect to the sustainability of their
operations: and (ii) improve environmental and social management systems.

1. Targets:

Setting targets is one of two key considerations to ensure a more holistic sustainable development
approach. Banks should consider setting their own targets internally but the ABJ should consider
setting targets for the sector to meet. These targets need to be both qualitative and quantative in nature
to ensure that sustainability activities are properly cascaded throughout the bank and not limited
to one or two departments. Furthermore, the sustainability targets should be set at all levels of the
organizations, by department, against business strategy and for the board.

Some material aspects identified that should have set targets include:

- From a social perspective:

(14} KPME. Ready or Not? An assessment of sustainability inlegration in the European Banking Sector, 2015
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e Employees competency by setting targets in relation to:

m Training of employees at all levels (this includes type of training, value of training to personal
and professional development etc.)

® Monitoring of promotions

m Employees satisfaction

m Diversity within the sector at all levels

® Turnover rates of employees in terms of gender and location
® Human rights practices by setting targets in relation to:

m Discrimination practices within the sector

m Investments towards protecting human rights, refugees and other disadvantaged groups
o Social policies by setting targets in relation to:

m Anti-corruption policies and procedures

m Public policies necessary to ensure a sustainable banking sector is in place
m Criteria for social support
® From an environmental perspective:
® Materials used in the day to day operations
m Transportation as a result of the operations
m Water and energy as they are material to Jordan
e From an economic perspective:
® Procurement practices and outreach to local SME’s

® Indirect economic performance in the communities of operation i.e.. increasing the bankability
of clients

These are suggestive targets and are not meant to be exhaustive covering the needs of the sector.

Furthermore, setting targets alone is not enough. To ensure the efficiency of such targets, key
monitoring and performance systems need to be put in place that ensure accountability of performance
against the set and agreed on targets.

Based on KPMG's research'', supervision of sustainability targets is not yet completely aligned
with the sustainability strategies and governance structures of banks. 50% of the banks have their
sustainability targets supervised by the sustainability department and/or at the board level.
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Figure 25: Supervision of Sustainability Targets

B Sustainability department and /or at Board-level

Sustainability department, at Board-level and senior management at Business division-level

B Sustainability department, at Board-level and senior middle t at Busi division-level

Source: KBMG (2015)

2. E & S Management Systems

It is clear throughout this report that the environment and social management systems of banks
are at best basic and taking into consideration only direct potential environmental and social impacts.

For banks to play a leading role in sustainable development these E & S management systems need
to expand. Issues that the banks may wish to consider in their review of their E & S Management
systemns include:

Monetizing various social and environmental aspects in their investment and financing

Integrating, aligning and taking into consideration the social and environmental risks in their
sustainability and business strategies

Ensuring environmental and social management frameworks are part of the risk management
framework of all the banks activities and at a transactional level

Review environmental and social risks on a portfolio level and not only transactional and sector
levels
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Integrating environmental and social factors in the bank-wide risk management framework and as
part of the banks risk appetite statements and risk limits framework

Increase reporting and disclosure in relation to environmental and social risks
C. Creating a sector wide strategy for sustainable development

It is always the case that two working together can create a higher impact than one. Therefore, in

view of the amount ol investment that goes into social, environmental and economic development
it is worth considering creating a sector-wide strategy for all banks to follow creating economies of
scale and measurable long-lasting impact.

To go about doing that ABJ may wish to hold various roundtables to, from a sectorial level:

- Identify and agree on key social, environmental and economic focus areas for the sector. This
would enable more strategic investments into such focus areas creating longer-term impact
instead of short term value added solutions.

- Agree on social, environmental and economic targets for the sector to achieve. This would
enable the sector to gear away from short-term activities towards a focus on long-term solutions,

- Agree on a format to capture and report on such agreed on targets to enable a structured
comprehensive comparative review.

In the meantime, each bank may wish to proceed to:

- Identify the social, environmental and economic focus area the bank will focus on based on

its business model and its strategic objectives

- Set working models to implement programs that impact the social, environmental and

economic focus area(s) selected

- Monitor the impact of such activities against short term, medium term and long term goals
D. Increase transparency and reporting of non-financial performance

Upon setting targets be it for internal performance or sector performance, it is imperative that the
scope and boundaries of these targets are set in terms of how the data is captured, what it includes and
how it is reported on. Alternatively, using a recognized framework such as the GRI, can provide the
necessary guidance.

It is worth encouraging the practice of increased non-financial performance reporting in general
but at the very least against the targets set for the sector to enable better impact assessment in the
future.

This can be done as follows:

- ABJ to provide a survey for banks to complete on an annual bas

- In collaboration with the Central Bank, require banks to disclose agreed on non-financial

information
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10. Conclusion

The banking sector globally is still nascent to the needs of sustainable development and Jordan
is no different. However, there have been many advances in practices globally that have not yet
made their way into the operational culture of the banking sector in Jordan: mainly, the importance
of integrating sustainability into the core business and taking key sustainable issues in the day-to-
day operations of the banks. Sustainability is not a side project. but should be at the heart of every
business to ensure that its operations yield positive impact socially, economically and towards the
environment with every service.

Nonetheless. positive changes have been apparent in the banking sector over the past few years
and with the leadership of the ABJ and the Central Bank, there is no doubt that there will continue to
be increasing practices towards more sustainability in the banking sector in Jordan.
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Annex A — The Survey
Sustainability in the Jordanian Banking Sector

This is a survey to help Association of Banks report on sustainability in Jordan. The survey uses
the terms sustainability as a generic term. If the bank uses an alternative definition, please explain that
in question 1 and use it synonymous with Sustainability throughout the survey.

Please note that all information provided here is confidential and will be analyzed in a confidential
manner.

* Required
Confirmation®
- I confirm that I represent a financial institution registered and operating in Jordan

- [ do not represent a financial institution registered and operating in Jordan

Contact Information
This information will not be shared but it is for quality assurance only.
Please provide us with the following information about you.

Name of the financial institution/bank you work with:

Your name:

Yourcontact details:

Definitions & Background
What is the banks definition of Sustainability?

Note: If the bank uses another term i.e.. CSR., please provide that and its definition.

Who is the most senior person in the organization responsible for sustainability?

Note: Please provide a name, position and email.

Do you have any of the following:
Sustainability Strategy:
1. Yes

2. No

3. Not sure
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Social investment policy/criteria:
1. Yes
No

(]

3. Not sure

Is there someone or unit within the organization that handles sustainability issues? #
- Everyone handles parts of sustainability
- Sustainability is part of the marketing and communications department department
- Sustainability is part of another department
- There is a dedicated person/unit

- No

Definitions & Background Contd.
Please provide more information about the dedicated person/unit responsible for sustainability

Contact details. scope of responsibility, role etc.

Definitions & Background Contd.

Sustainability is part of which department?

Sustainability Goals

Do you set any Sustainability goals? #
1. Yes

2. Partially

.No

Sustainability Goals Contd.

Are these goals publicly reported on?
1. Yes

2. Partially

3.No
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Are these tangible measurable SMART goals?

Note: SMART= Specific. Meaningful. Action-oriented, Realistic. Timely
1. Yes

2. Partially

3. No

Are your Sustainability goals incorporated into the company’s business plan/strategy?
1. Yes

2. Partially

3. No

Social and Environmental

Do you consider environmental and social issues in your decision making proces:
1. Yes all the times
2. Yes sometimes

3. No

Social and Environmental Contd.
Why do you consider environmental and social issues:
Please select at most 3 options

- Increased credibility and gain in reputation

- Demand by clients

- Bank/clients facing liability claims

- Lower risk and better returns

- Increased value to stakeholders

- Demand by investors

- Nonperforming loan experience

- Other:

What are the key social and environmental risks you consider:
Please select at most 3 options

- Reputational risk / Negative publicity with customers, shareholders and the general public

- Potential civil or criminal liability for negligence
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- Reduced access to capital from private financial institutions/international bond market
- Liability for clean up of contaminated property/collateral

- Loss of financing from international financial institutions

- Security (devalued collateral)

- Nonperforming loans/investments/leases

- Credit risk (defaults, payments rescheduling)

- Loss of depositors or retail clients

- Other:

What would you describe are the key benefits of considering environment and social issues:
Please select at most 3 options

- Increased revenues

- Developed new products and services

- Developed new business

- Better quality of work

- Cost savings

- Improved brand value and reputation

- Improved access to international financing

- Reduced risk

- Improved community relations

- Other:

Customer Focus

How do you, if at all, encourage clients to be sustainable?

Please select all that apply
- Our lending is subject to clients showing some form of sustainable practice
- We monitor clients environmental impact
- We monitor clients social impact

- Other:

To what extent do you get involved with customers to encourage them to be more sustainable?

Notatall 12345 To a great extent
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Have you undertaken a customer satisfaction survey in the past three years? *
1. Yes
2. No

Customer Focus Contd.
What was the percentage rating ol customer satisfaction?
Note: I your customer satisfaction is analyzed other than as a percentage, please

provide more information below.

Suppliers

On average, what percentage of suppliers have you been working with for more than two years?
- Less than 10 %
- Between 11% and 25%
- Between 26% and 70%

- Above T1%

As an overall from the procurement budget. what percentage is spent on suppliers from Jordan?

What are the payment terms for your suppliers?
- Less than 30 days
- Between 30 — 60 days
- More than 60 days

Do you have a procurement policy? *
1. Yes
2. No

Suppliers Contd.

Does your procurement policy address the following:
- Responsible procurement
- Green procurement

- Responsible sourcing

- None of the above
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Materiality

Please complete the below table by selecting the issues that the financial institution/bank considers
material and to what extent are they material *

Mark only one oval per row. (Not very material. Material. Very Material. Not applicable)

- Economic: Economic Performance

- Economic: Market Presence

- Economic: Indirect Economic Impacts

- Economic: Procurement Practices

- Environment: Energy

- Environment: Water

- Environment: Products and services

- Environment: Compliance

- Environment: Transport

- Labor: Labor/Management Relations

- Labor: Occupational Health and Safety

- Labor: Equal Remuneration for Women and Men

- Labor: Labor Practices Grievance Mechanisms

- Human Rights: Investments

- Human Rights: Non-discrimination

- Human Rights: Freedom of Association and Collective Bargaining
- Human Rights: Child Labor

- Human Rights: Forced or Compulsory Labor

- Human Rights: Security Practices

- Human Rights: Supplier

- Human Rights Assessment

- Human Rights: Human Rights Grievance Mechanism
- Society: Local Communities

- Society: Anti-corruption

- Society: Public Policy

- Society: Anti-competitive Behavior

- Society: Compliance

- Society: Grievance Mechanisms for Impacts on Society
- Product Responsibility: Product and Service Labeling

- Product Responsibility: Marketing Communication
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- Product Responsibility: Customer Privacy

- Product Responsibility: Compliance

Please list below any other issues that you consider material:

Reporting

Have you reported on your sustainability in the past two years:*
1. Yes reported publically

2. Yes reported internally

3. No did not report

Reporting Contd.

Has this reporting been based on international frameworks i.e. GRI?
I. Yes

2.No

3. Not sure

Reporting Contd.
Why do you choose not to report on your sustainability?
Not sure of the value of sustainability reporting

- Have nothing to report on

- Too costly

- Not enough resources

Sustainability Investment

When deciding on undertaking a Sustainability investment. what is the decision based on?
- Potential value generated to the community
- Potential value generated to the business
- The cost

- The number of people affected

- The geographical area that may benefit

- Other:
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In general, how effective do you think your investments are in making a social, environmental or
economical difference?

Not effective 12345 Very effective

Stakeholder Engagement

Do you engage with your stakeholders? #
1. Yes

2.No

3. Not sure

Stakeholder Engagement Contd.
Which of the following stakeholder groups do you engage with:
Please select all that applies

- Employees

- Customers

- Suppliers

- Community

- Government

How do you engage with your stakeholders?
I T T T TR T
Employees
Customers
Suppliers
Community

Government

General

Have you received and considered the CSR Index issued by ABJ in 20137 #
Link: http://bit.ly/1ZdpWGa

1. Yes

2. No

3. Not sure

(zeneral Contd.

Have the results of the Index affected your process? *
1. Yes

2. No
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Annex B - Different Definitions of Sustainability from the Survey

* The ability to sustain, grow and perform

.

Sustainability is about more than economic growth. it also includes social and environmental
considerations

.

Social Responsibility: practical embodiment of Islamic values in reality, and for the achievement
of society’s comprehensive interests, by means of attaining a balance between the interest and
advantages of all those bearing a relation to the bank, including shareholders, employees, investors,
financiers, and beneficiaries of the funding and investments undertaken by the bank, and the
services which it provides: a process which confers benefit on society and the national economy
on the whole.

* The Bank follows the most familiar definition by the WCED, which is the development that meets
the needs of the present without compromising the ability of future generations to meet their own
needs. The Bank considers sustainability as a voluntary business activity that looks at achieving
economic development while contributing to the social and environmental developments in which
the business operates.

-

Sustainability. it is the ability or capacity of our bank to maintain and sustain our solid position,
sustainability for us is taking what we need to sustain our business without jeopardizing the potential
for others.

.

Incorporates principles of sustainability into each of its business decisions... It supplies
environmentally friendly products or services that replaces demand for non-green products and/
or services.

We do not have sustainability; we have corporate social responsibility. CSR refers to companies

taking responsibility for their impact on society.

* To give the support for different sectors in Jordan as education, medical and refugees services with
cooperation with UNHCR

¢ It is the Banks commitment to achieve a good relationship with citizens and to achieve banks
stakeholders” interest

¢ Organizational management strategies designed based on the concept of enhancing the sustainability
to ensure the continuity of achieving long and short term strategic goals.

* Improve performance by taking into consideration the development of economic, environmental,
and social aspects of the staff within the concept of the internal banks culture.

* Sustainable development means development capable of meeting the needs of current generations
without compromising the needs of future generations. through a responsible approach that factors
the interests of stakeholders.

* We name it Corporate Social Responsibility (CSR) which is supporting the local community by
offering financial support to NGO's in different fields

* Corporate Social Responsibility (CSR) represents the pay back to the local community through

sponsoring and supporting educational, cultural, sporting, and charitable activities.

* Corporate Social Responsibility (CSR)




What's in name? A few Definitions

While this Guide is constructed upon the concept of sustainability, as derived from the Bruntland C ission’s definiti
of sustainable development, a number of other terms are ¢ Iy used to encapsulate FI's approaches to issues, such as
the environment and society, which have not traditionally been at the heart of FI operations.

Sustainability

The Brundtland C ission, ¢ 1 by the United Nations in 1983, produced the report Our Common Future,
which established the widely accepted definition of sustainable devel as “Meeting the needs of the present without
compromising the ability of Future generations to meet their own needs. “The definition supported by the equally widely
acknowledged three pillars: economic, social and environmental development.

Sustainability has since become a generic concept utilized in a variety of domains, to support the worldview that economic,
social and envir I issued are fund lly interlinked and must therefore be considered in unison.

http:fwwwaun-documents.net/weed-oct hitm

usually traced back to the initial work of United Nations Global C; act on Financial markets
ues, now widely used in capital markets /by investors ESG (envir I, social and governance)
Factors are considered as subset of non-Financial performance indicators, which serve to evaluate corporate behavior and
determine the Future Financial performance of companies.

United Nations Global Compact who Cares wins Series, 2004, 2008

http:/iwww lohal pact.orgissues/fi vial -markets/index.himl

Corporate Social Responsibility

The origins of Corporate Social Responsibility (CSR) terminology are closer to the corporate sector itself, with a distinet
focus on the concerns, needs and expectations of society in companies® business operations and their interaction with stake-
holders, on a voluntary basis.

Social Responsibilities of the Businessman Howard Bowen, 1953,

Corporate Citizenship is a concept close to CSR but perhaps preferred by some {and especially in North America) for its
more intimate connection to the ¢ ities directly surr ding the corporation. Corporate Citizenship strives to meet
the social, cultural and environmental responsibili ith the community wherein which the institution secks a license to

operate, as well as economic and financial resy ihilities to its sk holders or i it takeholders.

Business Ethics is an approach founded more closely on ethical and moral beliefs: what is the right (or wrong) thing to do:
and profits, adversely affect others, it is an ethical imperative to exercise appropriate constraint.

ments gl
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Annex C- Details of Material Aspects

Category: Social

Equal
remuneration for
Women and Men

G4-LALS

Ratio of basic salary and remunera-
tion of women to men by employee

category, by significant locations of
operation

a. Report the ratio of the basic salary and remuneration of
women to men for each employee category, by significant
locations of operation.

b. Report the definition used for *significant locations of
operation’.

Training and
education

Diversity and
Equal
opportunity

Human Rights

G4-LAY

Average hours of training per year
per emplovee by gender, and by
employee category

a. Report the average hours of training that the organiza-
it cmployees have undertaken during the reporting
period, by:

+ Gender

* Emplovee category

G4-LALD

Programs for skills management
and lifelong learning that support
the continued employability of em-
ployees and assist them in managing
career endings

a. Report on the type and scope of programs implemented
and assistance provided to upgrade employee skills.

b. Report on the transition assistance programs provided
to facilitate continued employability and the management
of career endings resulting from retivement or termination
of employment.

G4-LALL

Percentage of employees receiving
regular performance and career
development reviews, by gender and
by employee category

G4-LA12

Composition of governance bodies
and breakdown of employees per
employee category according to
gender, age group, minority group
membership, and other indicators of
diversity

G4-HR1

Total number and percentage of sig-
nificant investment agreements and
contracts that include human rights
clauses or that underwent human
rights screening

a. Report the percentage of total employees by gender and
by employee category who received a regular performance
and career development review during the reporting
period.

a. Report the percentage of individuals within the or-
ganization’s governance bodies in each of the following
diversity categories:

* Gender

+ Age group: under 30 years old, 30-50 years old, over 50
years old

+ Minority groups

+ Other indicators of diversity where relevant

b. Report the percentage of employees per employee cat-
egory in each of the following diversity categories:

* Gender

+ Age group: under 30 years old, 30-50 years old, over 50
years old

* Minority groups

+ Other indicators of diversity where relevant

a. Report the total number and percentage of significant
investment agreements and contracts that include human
rights clauses or that underwent human rights screening.
b. Report the definition of *si ant investment agree-
ments” used by the organization.

G4-HR2

Total hours of employee training on
human rights policies or procedures
concerning aspects of human rights
that are relevant to operat 2 im-
cluding the percentage of employees
trained

a. Report the total number of hours in the reporting
period devoted to training on human rights policies or
procedures concerning aspects of human rights that are
relevant to operations.

b. Report the percentage of employees in the reporting
period trained in human rights policies or procedures
concerning aspects of human rights that are relevant to
operations.




Security Practices

Percentage of security personnel
trained in the organization’s human
rights policies or procedures that
are relevant to operations

rights policies or specific procedures and their uppjll:.uﬂuu
to security.

b. Report whether training requirements also apply to
third party organiz providing security personnel.

Child Labor

G4-HRS

Ope ns and suppliers identified
as ha: ificant risk for inci-
dents of child labor. and measures
taken to contribute to the effective
abolition of child labor

Total number of incidents of dis-

cri and corrective actions

Public Policy

Corruption

taken

(4506

a. Report operations and suppliers considered to have
significant risk for incidents of:

* Child laber

* Young workers exposed to hazardous work

b. Report operations and suppliers considered to have si;
nificant risk for incidents of child labor either in terms of:
* Type of operation (such as manufacturing plant) and
supplier

= Countries or geographical areas with operations and
suppliers considered at risk

c. Report measures taken by the organization in the
reporting period intended to contribute to the effective
abuolition of child labor.

a. Report the total number of incidents of discrimination
during the reporting period.

b. Report the status of the incidents and the actions taken
with reference to the following:
* Incident reviewed by the organization

* Remediation plans being implemented

* Remediation plans have been implemented and results
reviewed through routine internal management review
ProCesses

* Incident no longer subject to action

a. Report the total monetary value of financial and in-Kind
political contributions made directly and indirectly by the

Total value of pol

ical contri

by country and recipient/beneficiary

G4-503

Total number and percentage ol
operations assessed for risks related
to corruption and the significant
risks identified

or by country and recipient/beneficiary.
b. Report how the monetary value of in-kind contributions
was estimated, i applicable.

a. Report the total number and percentage of operations
assessed for risks related to corruption.

b. Report the significant risks related to corruption identi-
lied through the risk assessment.

ls4-.‘a(]4
munication and training on
orruption policies and proce-

dures

a. Report the total number aud pnneulag& of governance
body bers that the or s anti-corruption
policies and procedures have been ¢ unicated to, bro-
ken down by region.

b. Report the total number and percentage of employ-

ecs that the organization’s anti-corruption policies and
procedures have been communicated to, broken down by
employee category and region.

¢. Report the total number and percentage of business
partners that the organization’s anti-corruption policies
and procedures have been communicated to, broken down
by type of business partner and region.

d. Report the total number and percentage of governance
body members that have received training on anti-corrup-
tion, broken down by region.

e. Report the total number and percentage of employees
that have received training on anti-corruption, broken
down by employee category and region.

G4-505
Confirmed incidents of corruption
and actions taken

a. Report the total number and nature of confirmed inci-
dents of corruption.

b. Report the total number of confirmed incidents in
which employees were dismissed or disciplined for corrup-
tion.

¢. Report the total number of confirmed incidents when
contracts with business partners were terminated or not
renewed due to violations related to corruptio
d. Report public legal cases regarding corruption brought
against the organization or its employees during the re-
porting period and the outcomes of such cases.
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Local
Communities

Product Respon-
sibility

a. Report the percentage of operations with implemented
local ¢ ¥ eng pact and
development programs, including the use of’:

+ Social impact assessments, including gender impact as-
sessiments, based on participatory processes

+ Envi I impact and moni-
toring
G4-501 + Public disclosure of results of environmental and social
Percentage of operations with impact assessments
impl d local ¢ ity en- *+ Local community development programs based on local
L impact and [ " needs
development programs + Stakeholder engagement plans based on stakeholder
mapping
* Broad based local ¢ ity ¢ Itation ¢

and processes that include vulnerable groups

+ Works councils, occupational health and safety commit-
tees and other employee representation bodies to deal with
impacts

+ Formal local community grievance processes

G4-502

Operations with significant actual
and potential negative impacts on
local communities

C Privacy

G4-PRE
Total number of substantiated
complaints regarding breaches

of customer privacy and losses of
customer data

a. Report operations with significant actual and potential
negative impacts on local communities, including:

+ The location of the operations

+ The significant actual and potential negative impacts of’
operations

a. Report the total number of substantiated complaints
received concerning breaches of customer privacy, catego-
rized hy:

+ Complaints received from outside parties and substanti-
ated by the organization

+ Complaints from regulatory bodies

b. Report the total number of identified leaks, thefts, or
losses of customer data.

c. If the organization has not identified any substantiated
complaints, a brief statement of this fact is sufficient.

Marketing and

G4-PR6
Sale of banned or disputed products

a. Report whether the organization sells products that are:
+ Banned in certain markets

+ The subject of stakeholder questions or public debate

b. Report how the organization has responded to guesti

or concerns regarding these products.

G4-PRT

Compliance

Total number of incidents of non-
compliance with regulations and
voluntary codes concerning market-
ing communications, including ad-
vertising, promotion, and sponsor-
ship, by type of outcomes

G4-PRY

Monetary value of significant fines
for non-compliance with laws and
regulations concerning the provision
and use of products and services

a. Report the total number of incidents of non-compliance
with regulations and voluntary codes concerning market-
ing communications, including advertising, promotion,
and sponsorship, by:
* Incidents of non-c
a fine or penalty

pliance with regulati resulting in

*+ Incid of non-compliance with regulations resulting in
a warning

+ Ineid of non-c e with vol ¥ codes

b. IF the organization has not identified any non-compli-

ance with regulations and voluntary codes, a briefl state-
ment of this fact is sulficient.

a. Report the total monetary value of significant fines for
non-compliance with laws and regulations concerning the
provision and use of products and services.

b. If the organization has not identified any non-compli-
ance with laws or regulations, a briel statement of this fact
is sulficient.




Category: Economic

G4-C5

Ratios of standard entry level
wage by gender compared to lo-
cal wm wage at significant
locations of operation

Market Presence

a. When a significant proportion of the workforce is

compensated based on wages subject to minimum wage
rules, report the ratio of the entry level wage by ge
at significant locations of operation to the minim

mn
wage. b. Report whether a local minimum wage is ab-

gender. In circumstances in which different o
could be used as a reference, report which mi
wage Is being used.

. Report the definition used for ‘significant locations of
operation”

G4-ECH

Proportion of senior manage-

ment hired from the local com-
munity at significant locations of
operation

G4-ECI
Direct economic value generated
and distributed

Economic
Performance

Report the percentage of s management .
at significant locations of operation that are
hired from the local community.

b. Report the definition of *senior manage-

ment” used.
. Report the organization’s geographical
definition of ‘local”
d. Report the definition used for *significant
locations of operation”.

a. Report the direct economic value generated and distrib-
wted (EVGE&D) on an aceruals basis including the basic
components for the organization’s global operations as
listed below. If data is presented on a cash basis, report the
Jjustification for this decision and report the basic compo-
nents as listed below:

= Direct economic value generated:

alue distributed:

= Operating costs

— Employee wages and benefits

— Payments to providers of capital

— Payments to government (by country)

— Community investments

* Economic value retained {calculated as ‘Direct economic
value generated’ less ‘Economic value distributed’)

b. To better assess local economic impacts, report EVG&D
separately at country, regional, or market levels, where sig-
nificant. Report the eriteria used for defining significance.

G4EC2

Financial implications and other
risks and opportunities for the or-
ganization’s activities due to climate
change

a. Report risks and opportunities posed by climate change
that have the potential to generate substantive changes in
operations, revenue or expenditure, including:

* A description of the risk or opportunity and its classifica-
tion as either physical, regulatory, or other

* A description of the impact associated with the risk or
opportunity

* The financial implications of the risk or opportunity
before action is taken

* The methods used to manage the risk or opportunity

* The costs of actions taken to manage the risk or opportu-
nity
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Aspect

G4-EC3

Coverage of the organization’s de-
fined benefit plan obligations

a. Where the plan’s liabilities are met by the organization’s
general res . report the estil d value of those li-
abilities.

b. Where a separate fund exists to pay the plan’s pension
linbilities, report:

* The extent to which the scheme’s liabilities are estimated
to be covered by the assets that have been set aside to meet
them

* The hasis on which that estimate has been arrived at

* When that estimate was made

. Where a fund set up to pay the plan’s pension liabilities
is not Tully covered, explain the strategy, if any, adopted

by the employer to work towards full coverage, and the
timescale, il any, by which the employer hopes to achieve
full coverage.

d. Report the percentage of salary contributed by employee
or employer.

e. Report the level of participation in retirement plans
(such as participation in mandatory or voluntary schemes,
regional or country-hased schemes, or those with financial

continue/ impact).
Economic
Performance
a. Report the total monetary value of financial assistance
received by the organization from governments during the
reporting period, including, as a mir
* Tax reliel and tax credits
* Subsidies
* Investment grants, research and development grants, and
other relevant types of grants
= : * Awards
Financial assistance received from
government 2 Muzallynolinay X
i * Financial assistance from Export Credit Agencies (ECAs)
* Financial incentives
= Oiher fin: al benefits received or receivable from any
government for any operation
b. Report the information above by country.
«c. Report whether, and the extent to which, the government
is present in the shareholding structure.
a. Report the percentage of the procurement budget used
i ificant locations of eperation spent on suppliers
G4 9 local to that operation (such as percentage of products and
Procurement Proportion of spending on local services purchased locally).
Practices suppliers at significant locations of b. Report the organization’s geographical definition of *lo-

operation

cal’.
c. Report the definition used for *significant locations of
operation’.




G4ECT

Development and impact of infra-
structure investments and services
supported

a. Report the extent of development of significant infra-
structure investments and services supported.

b. Report the current or expected impacts on communities
and local economies. Report positive and negative

impacts where relevant.

. Report whether these investments and services are com-
mercial, in-Kind, or pro bono engagements.

Indirect
Economic
Impacts

impacts, including the extent of
impacts

a. Report examples of the significant identified positive and
negative indirect economic impacts the organization has.
These may include:

* Changing the productivity of organizations, sectors, or the
whaole economy

* Economic development in areas of high poverty

* Economic impact of improving or deteriorating social or
environmental conditions

* Availability of products and services for those on low
incomes

nhancing skills and knowledge amongst a professional
community or in a geographical region

* Jobs supported in the supply chain or distribution chain
bling. or li foreign direct invest-

ment

* Economic impact of change in location of operations or
activities

* Economic impact of the use of products and services

b. Report the significance of the impacts in the context of
external benchmarks and stakeholder priorities, such as
national and international standards, protocols, and policy
agendas.

Category: Environment

a. Report the total weight or volume of materials that
are used to produce and package the organization’s

G4-EN1 i : b ai] s
Materials used by weight or primary p}“udul.l» and services during the reporting
ol period, by:
iz * Non-renewable materials used
Materials * Renewable materials used
G4-EN2 a. Report the percentage of recyeled input materials
Percentage of materials used used to ture the or 's primary prod-
that are recycled input materials ucts and services.
nental impacts of
transporting products and other goods and materials
: i R 2 for the organization’s operations, and transporting
S pntinn pne ranbien i members of the workforce. Where quantitative data is
pacts of transporting products e e
Transport and other goods and materials e PO et

for the organization’s operations,
and transporting members of the
worklorce

b. Report how the environmental impacts of transport-
ing products. members of the organization’s workforce,
and other goods and materials are mitigated.

¢. Report the criteria and methodology used to deter-
mine which environmental impacts are significant.
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