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EMIRATES DEVELOPMENT BANK

Consolidated statement of profit or loss
for the year ended31 December 2021

Income
Interest income
Interest expense

Net interest income

Profit from Islamic Finance

Net interest and profit income
Investment income

Fees and commission incom@&et
Other income

Total operating income

Expenses

Salaries and employee benefits
Operating and administrative expenses
Impairment charge

Profit before fair value changes on investment
properties and financial assets at fair value througt
profit or loss (“FVTPL”)

Net fair valuechangeon investment properties and
financial assets at FVTPL

Profit for the year

Note

19
20

21
22
23

24
25

9,10

2021
AED’ 00

231,841
(125,202)

106,639

49,667

156,306

16348
13,875
15,677

202206

(68857)
(36,636)
(21,970)

74,743

(22,833

51,910

13

2020
AED’ 00

226,475
(101,037)

125,438

31,146

156,584

11,850
11,898
21,524

201,856

(55,169)
(29,858)
(25,448)

91,381

(19,743)

71,638

The accompanying notes form an integral part of these consolidated financial statements.



EMIRATES DEVELOPMENT BANK 14
Consolidatedstatement ofother comprehensiveincome
for the year ended31 December 2021

Note 2021 2020
AED’ 00 AED”’ 00

Profit for the year 51,910 71,638
Other comprehensive income

Items that will not be reclassified to profit or loss

Fair valuegain/(loss)on investments in equity

instruments designatedfair value through other
compr ehens iFVIOCIH nc o me ( 33,985 (29,698)

Total other comprehensive income for the year 85,895 41,940

The accompanying notes form an integral part of these consolidated financial statements.



EMIRATES DEVELOPMENT BANK 15

Consolidated satement of changes in equity
for the year ended31 December 2021

Investment
Special Retained revaluation Revaluation Total
Paid up capital reserve earnings reserve surplus equity
AED’ 0 AED’ 0 AED’ 0 AED’ 0 AED’ 0 AED’ 0
Balance atl January 2020 4,008,390 570,593 111,802 74,101 17,855 4,782,741
Increase in paid up capital 450,000 - - - - 450,000
Transfer to special reserve - 7,164 (7,164) - - -
Profit for the year - - 71,638 - - 71,638
Fair value loss on investments in equity instruments designakadraCl - - (29,698) - (29,698)
Total comprehensive income for the year - - 71,638 (29,698) - 41,940
Fair value loss transferred within equity upon disposal of investments in
equity instruments designated at FVTOCI - - (1,700) 1,700 - -
Balance at 31 December 2020 4,458,390 577,757 174,576 46,103 17,855 5,274,681
Increase in paid up capital 100,000 - - - - 100,000
Transfer to special reserve - 5,191 (5,191) - - -
Profit for the year - - 51,910 - - 51,910
Fair valuegainon investments in equity instruments designated at FVTOCI 33,985 - 33,985
Total comprehensive income for the year - - 51,910 33,985 - 85,8%
Fair valuegaintransferred within equity upon disposaliofestments in
equity instruments designated at FVTOCI 48779 (48,779 - -
Balance at 31 December 2021 4,558,390 582948 270074 31,309 17,855 5,460,576

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated satement of cash flows
for the year ended31 December 2021

2021 2020
Notes AED’ 0 AED’ 0(
Cash flows from operating activities
Profit for the year 51,910 71,638
Adjustments for:
Depreciation 12 3,523 7,163
Fair value changes dimancial assets at FVTPL 9 4,011 (5,900)
Fair valuechange®n investment properties 10 18,822 25,643
Dividend income 21 (16,208) (11,365)
Amortisation of premium on investment securities 2,359 1,144
Amortisation of issuance costtermborrowing 1,193 810
Provision for employeé®nd of service benefits 1,551 1,433
Provision for impairment of loans and advances to customers 25 21,970 25,448
Operating cash flow before changes in workingapital 89,131 116,014
Working capital changes:
Deposits with banks maturing after three months (1,155,000) 2,180,000
Loans and advances to customers (1,207,024) (1,849,300)
Islamic Finance (574,981) (470,783)
Other assets (8,331 14,254
Due to banks 28,000 -
Deposits and funds (23,284) 170,792
Other liabilities 86,352 (129,976)
Employees’ end of service ben (537) (354)
Net cash(used in) / generated from operating activities (2,765674) 30,647
Cash flows from investing activities
Purchase of property and equipment 12 (2,253) (4,600)
Dividend received 16,208 11,365
Investmensecurities purchased 9 (512,094) (400,000)
Investment securities sold 9 282,177 249,162
Net cash used in investing activities (215,962 (144,073)
Cash flows fromfinancing activities
Increase in paid up capital 100,000 450,000
Issuance oferm borrowing- net of issuance costs 2,750,862 -
Net cash generated from financing activities 2,850,862 450,000
Net (decrease)increasein cash and cash equivalents (130,774) 336,574
Cash and cash equivalents at 1 January 1,019,992 683,418
Cash and cash equivalents at 3December (note 27) 889,218 1,019,992

The accompanying notes form an integral part of these consolidated financial statements.
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Notes to the consolidated financial statements
for the year ended31 December 2021

1 Legal status and principal activities

EmiratesDe vel o pment OBhtnlke (BEDB™”), was incor po,fulyted a
owned by the Federal Government of United Arab Emirates as pagdhee issued by the President, Sheikh
Khalifa bin Zayed Al Nahyan, Federal LawNo. ( t h e ™ jBsDd8l o 18 September 2011, by merging
the operations and assets and liabilities of Emi
both existing Federal banks that were eEDBdawv i s he
became effective from 30 September 2011.

The main objectives of the Bank are to promote economic development growth in the United Arab Emirates
and diversify its sources of income through establishing new industries and strengthening existing ones.

The Banktogether with its subsidiayfEmirates Integrated Registries Compdtggether referred to as the
“Group”) is engaged in providing industrial and
services in UAE.

The registered address of thenRas P.O. Box 51515, Abu Dhabi, United Arab Emirates.

These consolidated financial statements were approved and authorised for issue by the Board of Directors
on 26 February 2022.

2 Basis of preparation
2.1 Statement of compliance

Theseconsolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs¥s issued by the International Accounting Standards Board (|A®B)the
applicable requirements of the Federal Decree Law Nssued on 18 September 2011.

2.2 Basis of measurement

These consolidated financial statements have been prepared under the historical cost corxaayiifor,
the revaluation of investment properties, financial assets at fair value throughatimehensive income
and financial assets at fair value through profit or,labéch are carried at fair value.

2.3 Functional and presentation currency

These consolidated financial statements @nepared angresented in United Arab Emirates Dirham
( “ A B,Which is the Groujs functionaland presentatiocurrency. Amounts have been rounded to nearest
thousand except where otherwise indicated.

2.4 Use of estimates and judgments

In preparing these consolidated financial statements, management hagudgadents, estimates and
assumptions that affect the application of the Gi®apcounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptioms &viewed on an ongoing basis. Revisions to estimates are
recognisedn the period in which the estimate is revised and in any future periods afféttedreas
involving a higher degree of judgment or complexity, or areas where assumptions and ssimate
significant to the consolidated financial statements are disclosed id.note



EMIRATES DEVELOPMENT BANK 18

Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

2 Basis of preparation(continued)
2.5 Basis of consolidation

Subsidiaries are investees that¢controlled by the Group. The Group controls the investee if it meets the
control criteria.Control is achieved when the Group:

- has power over the investee;
- is exposed, or has rights, to variable returns from its innodve with the investee; and
- has the ability to use its power to affect its returns.

The Group reassesses whetbenot it controls an investee, if facts and circumstances indicatéhérat

are changes to one or more of the elements of control. This includes circumstances in which protective rights
held become substantive and lead to the Group having power over an investee. The financial statements of
subsidiaries are included in thesmnsolidated financial statements from the date that control commences
until the date that control ceases.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses (except for foreign currenc
transaction gains or losses) arising from hgraup transactions, are eliminated in preparing the
consolidated financial statements. Unrealised losses are eliminated in the same way as unrealised gains, bu
only to the extent that there is no evidentenpairment.

The consolidated financial statements comprise the financial statements of the Bank and its following
subsidiary:

Legal Name , Country (.)f . Year Of. Holding %
incorporation incorporation
Emirates Integrated Registries Company United Arab Emirates 2018 100%

Sole Proprietorship L.L.C

3 Summary of significant accounting policies
3.1 New and revised IFRSs that are effective for the current year

The following new and revised IFR8sat are mandatorily effective for accounting periods that begins on

or after 1 January 2@have been adopted by the Group. The application of these revised IFRSs has not had
any material impact on the disclosures or on the amounts reported for the and-@nior periods but may

affect the accounting for future transactions or arrangements.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policiegcontinued)
3.1 New and revised IFRSs that are effective for the current yegicontinued)
Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7)

Effective from 1 January 2021, the Phase 2 of the IBOR benchmark refon@ndments to IFRS 9, IAS 39,

IFRS 7, IFRS 4 and IFRS 16 is applicable. The areas impacted by the amerdohasiesapplication of

practical expedient for accounting for modifications of financial assets and financial liabilities when
transactions are updated for the new IBOR benchmark rates (will not result in derecognition), relief on changes
to hedge designans and hedge documentation (a change to hedge designations and hedge documentation
required by IBOR reform would not result in discontinuation of hedge accounting) and providing disclosures
that enable users to understand nature and extent of riskg &idsn interest rate benchmark reform to which

the Group is exposed and how it manages those risks. The amendments are applied retrospectively with no
restatement required for prior periods.

The impact of the replacement of interbank offered rates (IB@RplternativerisK r e ¢ r at es on t
products and services remains a key area of focus. The Group has exposure to contracts referencing IBOR,
such EIBOR, extending past 2021 when it is likely that these IBORs will cease being published.

Asat3 1 December 2021, the Group’s exposure 1is 11 mi
EIBOR only. Further,iie Group does not have exposure to cash flow hedges and fair value hedges linked to
IBOR maturing beyond the year 2021.

The Group continues to assess thgact and consider the potential chanijegpplicablein its products,
services, systems and reportiagsupport an orderly transition and to mitigate the risks resulting from the
transition.

3.2 Standards andinterpretations in issue but not yet effective and not early adopted

The Group has not early adopted the following new and revised IFRSs that have been issued but are not yet
effective.

Effective for

annual periods
New and revised IFRSs beginning on or after

Amendments to IAS 18roperty, Plant and EquipmerProceeds before intended use 1 January 2022

Annual Improvements 2013020 cycle 1 January 2022
Amendments to IFRS Business Combination 1 January 2022
Amendments to IAS 3Dnerous ContractCost of fulfilling a contract 1 January 2022
Amendments to IAS Classification of Liabilities as Current or Ne@Qurrent 1 January 2023
IFRS 17Insurance Contracts 1 January 2023
Amendments to IAS 1 and IFRS Practice Statemddis2losure of Accounting 1 January 2023
Policies

Amendments to IAS ®efinition of Accounting Estimates 1 January 2023

Amendments to IAS 1Peferred Tax related to Assets and Liabilities arising from a 1 January 2023
Single Transaction
Amendments to IFRS 10onsolidated=inancial Statemeniand IAS 28nvestmentsin  Effective date deferred

Associates and Joint Ventur@911) relating to the treatment of the sale or contributic indefinitely. Adoption is
of assets from and investor to its associateiat venture. still permitted.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.2 Standards and Interpretations in issue but not yet effective and not early adopted (continued)

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s consolidated financial statements as and
and amendments may have no material impadhe consolidated financial statements of the Group in the
period of initial application.

3.3 Financial Assets and Financial Liabilities

3.3.1 Recognition

The Group initially recognises loans and advances to custdsiamic Financebalances and deposits with

banks and Central Bank, investment securities, deposits and funds from governmental institutions, term
borrowing and other financial assets andilitdss on the date at which they are originated. All other
financial assets and liabilities are initially recognised on the trade date at which the Group becomes a party
to the contractual provisions of the instrument.

Financial assets and financial liities are initially measured at fair value, except for trade receivables that

do not have a significant financing component which are measured at transaction price. Transaction costs
that are directly attributable to the acquisition or issue of finaasigdts and financial liabilities (other than
financial assets and financial liabilities at FVTPL) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costly dire
attributable to the acquisition of financial assets or financial liabilities at FVTPL are recognised immediately
in profit or loss.

3.3.2 Classification and Initial Measurement

Financial Assets

All regular way purchases or sales of financial asagtsecognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets with
the time frame established by regulation or convention in the marketplace.

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair
value, depending on the classification of the financial assets.

On initial recognition, a financial asset is classified as measured at: amortisdeMIGSCI or FVTPL.

A debt instrument is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

- The financial asset is held within a business model whose objective is to hold assets to collect
contractuhcash flows; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3  Financial Assets and Financial Liabilities (continued)
3.3.2 Classification and Initial Measurement (continued)
Financial Assets (continued)

A debt instrument is measured at FVTOCI only if it meets both of the following conditions and is not
designated as at FVTPL:

- Thefinancialasset is held within a business model whose objective is achieved by both collecting
contractual cash flows and sellittge financial assets; and

- The contractual terms of the financial asset give rise on specifiesl tbvatash flows that are solely
payments of principal and interest on the principal amount outstanding.

By default, & other financial assets ameasured subsequendyFVTPL.

On initial recognition of an equity investment that is not heldriding, the Group may irrevocably elect
to present subsequent changes in fair value in OCI. This election is made on an invéstingastment
basis.

In addition, on initial recognition, the Group may irrevocably designate a financial asset thaisgther
meets the requirements to be measured at amortised cost or at FVTOCI as at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch that would otherwise arise.

Business model assessment

The Group makes an assessment obftjective of a business model in which a financial asset is held at a
portfolio level because this best reflects the way the business is managed and information is provided to
management. The information considered includes:

- The stated policies arabjectives for the portfolio and the operation of those policies in practice;

- How the performance of the portfolio is evaluated and reported to the Group's management;

- The risks that affect the performance of the business model (and the financial d8seithinehat
business model) and how those risks are managed,;

- How managers of the business are compensated; and

- The frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are measured at FVTPL because they are neither held to collect contractual cash flows nor held both
to collect contractual cash flows and to selafinial assets.

Assessment of whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, 'principal’ is defined as the fair value of the financial asset on initial
recognition. 'Interest' is defineds aonsideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
lending risks and costs (e.g. liquidity risk and administrative costs), as wetfasmargin.



EMIRATES DEVELOPMENT BANK 22

Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.4  Financial Assets and Financial Liabilities (continued)
3.3.3 Classification and Initial Measurement (continued)
Financial Assets(continued)

In assessing whether tlventractual cash flows are solely payments of principal and interest, the Group
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amounttodiatoal cash flows such that it

would not meet this condition. In making the assessment, the Group considers contingent events that would
change the amount and timing of cash flows, prepayment and extension terms, terms that limit the Group's
claim to cah flows from specified assets and features that modify consideration of the time value of money.

Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period.

For financial assets other than purchased or originated-amguhired financial assets, the effective interest

rate is the rate that exactly discounts estimated future cash receipts (including atidegoints paid or
received that form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shortgeriod, to the gross carrying amount of the debt instrument on initial recognition. For
purchased or originated credipaired financial assets, a creddjusted effective interest rate is calculated

by discounting the estimated future cash flows, idiclg expected credit losses, to the amortised cost of the
debt instrument on initial recognition.

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is
measured at initial recognition, minus prip&l repayments, plus or minus the cumulative amortisation
using the effective interest rate method of any difference between the initial amount recognised and the
maturity amount, adjusted for any loss allowance.

Debt instruments measured at FVTOCI

For debt securities measured at FVTOCI, gains and losses are recognised in OCI, except for the following,
which are recognised in the statement of profit or loss in the same manner as for financial assets measurec
at amortised cost:

- Interest revenue usinge effective interest method,;
- Expected credit losses (ECL) and reversals; and
- Foreign exchange gains and losses.

When a debt security measured at FVTOCI is derecognised, the cumulative gain or loss previously
recognised in OClI is reclassified from equibyprofit or loss.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.5  Financial Assets and Financial Liabilities (continued)
3.3.4 Classification and Initial Measurement (continued)
Financial Assets (continued)
Equity instruments designated at FVTOCI
The Group elects to present in OCI changes in the fair value of certain investments inhedj@itg not
held for trading The election is made on an instrument by instrument basis on initial recognition and is
irrevocable.
A financial asset is held for trading if:
- it has been acquired principally for the purpose of selling it in the near term; or
- on initial recognition it is part of a portfolio of identified financial instruments that the Group
manages together and has evidence of a recent actual pattern-térshaatofittaking; or
- itis a derivative (except for a derivative that is a financial guaramtetact or a designated and
effective hedging instrument).
Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction costs.
Subsequently, they are measured at fair value with gains and losses arising from ahdaigesiue
recognized in OCI and accumulated in the investments revaluation reserve. The cumulative gain or loss is
not reclassified to profit or loss on disposal of the equity investments, instead, it is transferred to retained
earnings.

Dividends on lhese investments in equity instruments are recognised in profit or loss, unless they clearly
represent a recovery of part of the cost of the investment, in which case they are recognised in OCI.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are
measured at FVTPL.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Group clanges its business model for managing financial assets.

Islamic financing

Following terminologie#n Islamic financingclassified under each of the financial instrument classification
mentioned above, have been used in the preparation ofctresaidated financial statements:

Estisnaacontracts represent financing for the construction of industrial civil works on a deferred payment
basis. An Estisnaa contract is recognised when money is disbursed to the contractor for the construction of
civil works for the borrower.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3 Financial Assets and Financial Liabilities(continued)
3.3.2 Classification and Initial Measurement (continued)
Financial Assets (continued)

Islamic financing (continued)

Other Estisnaacontracts are followed by ljarah contract between the Bank and Emirates Real Estate
Corporation, whereby Emirates Real Estate Corporation, based on an order from the Bank, undertakes to
construct and subsequently lease the subject matter of the coot@acliag to a specific price and method

of payment.

ljarah contracts are finance lease contracts. The ljarah contract term constitutes the major part of the
economic life of the asset, and the significant risks and rewards incidental to ownershipstzmtiailip
transferred to the lessee. Title may or may not eventually be transferred to the lessee.

Financial Liabilities

The Group has classified and measured its financial liabilities at amortised cost.
3.3.3 Derecognition

Derecognition of financial assets

The Group derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or when it transfers the financial asset in a transaction in which substantially all the risks and
rewards of ownershiof the financial asset are transfertecanother entitylf the Group neither transfers

nor retains substantially all the risks and rewards of ownegstdpcontinues toontrol of thetransferred
assetthe Group recognises its retained interest iradset and an associated liability for amounts it may
have to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Group continues to recognise the financial asset and also recognisesralizetlaborrowing

for the proceeds received.

On derecognition of a financial asset measured a
amount and the sum of the consideration received and receivable is recognised in profit cadokoin

on derecognition of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss

previously accumulated in the investments revaluation reserve is reclassified to profit or loss. In contrast,

on derecognition of an ingement in an equity instrument which the Group has elected on initial recognition

to measure at FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation

reserve is not reclassified to profit or loss, but is transferregtdoned earnings.

Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged,

cancelled or expired.he difference between the carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit or loss.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3 Financial Assets andrinancial Liabilities (continued)
3.3.4 Maodification of financial assets and liabilities

Financial Assets

If the terms of a financial asset are modified, then the Group evaluates whether the cash flows of the
modified asset are substantially different. i ttash flows are substantially different, then the contractual
rights to cash flows from the original financial asset are deemed to have expired. In this case, the original
financial asset is derecognized and a new financial asset is recognised atuiiplual any eligible
transaction costs. Any fees received as part of the modification are accounted for as follows:

- fees that are considered in determining the fair value of the new asset and fees that represent
reimbursement of eligiblgansaction costs are included in the initial measurement of the asset; and
- other fees are included in profit or loss as part of the gain or loss on derecognition.

If cash flows are modified when the borrower is in financial difficulties, then the olgeofi the
modification is usually to maximise recovery of the original contractual terms rather than to originate a new
asset with substantially different terms. If the Group plans to modify a financial asset in a way that would
result in forgiveness of sh flows, then it first considers whether a portion of the asset should be written
off before the modification takes place. This approach impacts the result of the quantitative evaluation and
means that the derecognition criteria are not usually met mcases.

If the modification of a financial asset measured at amortised coBV®OCI does not result in
derecognition of the financial asset, then the Group first recalculates the gross carrying amount of the
financial asset using the original effectimerest rate of the asset and recognises the resulting adjustment
as a modification gain or loss in profit or loss. For floatiate financial assets, the original effective interest

rate used to calculate the modification gain or loss is adjustefldct rurrent market terms at the time of

the madification. Any costs or fees incurred and fees received as part of the maodification adjust the gross
carrying amount of the modified financial asset and are amortised over the remaining term of the modified
financial asset.

If such a modification is carried out because of financial difficulties of the borrower, then the gain or loss is
presented together with impairment losses. In other cases, it is presented as interest income calculated using
the effectiventerest rate method.

Financial Liabilities

The Group derecognises a financial liability when its terms are modified and the cash flows of the modified
liability are substantially different. In this case, a new financial liability based omdiui#fied terms is
recognised at fair value. The difference between the carrying amount of the financial liability derecognised
and consideration paid is recognised in profit or loss. Consideration paid includésamoml assets
transferred, if any, anithe assumption of liabilities, including the new modified financial liability.

If the modification of a financial liability is not accounted for as derecognition, then the amortised cost of
the liability is recalculated by discounting the modified cdmivg at the original effective interest rate and

the resulting gain or loss is recognised in profit or loss. For floatitegfinancial liabilities, the original
effective interest rate used to calculate the modification gain or loss is adjusted tocrgflest market

terms at the time of the modification. Any costs and fees incurred are recognised as an adjustment to the
carrying amount of the liability and amortised over the remaining term of the modified financial liability by
re-computing the effedte interest rate on the instrument.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3  Financial Assets and Financial Liabilities(continued)
3.3.5 Offsetting

Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Group has a legal right to set off the recognieeshts and it intends either to
settle on a net basis or to realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or for gains and losse
arising from a group dadimilar transactions such as in the Group's trading activity.

3.3.6 Fair Value Measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants atrtteasurement date in the principal market of the asset or
liability, or in the absence of a principal market, in the most advantageous market for the asset or liability
which the Group has access to as at that date. The fair value of a liability reflecisgerformance risk.

In estimating the fair value of an asset or a liability, the Group uses rudrketvable data to the extent it

is available. Where Level 1 inputs are not available, the Group engages third party qualified valuers to
perform the vlation. Management works closely with the qualified external valuers to establish the
appropriate valuation techniques and inputs to the mbdeiher information on the carrying amounts of
these assets and the sensitivity of those amounts to changesbiservable inputs are providedriate

5.7.1.

3.3.7 Impairment

The Group recognises loss allowances for expected credit losses (ECL) on the following financial
instruments that are not measured at FVTPL:

- Financial assets that are déidtruments; and
- Loan commitments and financial guarantee contracts.

The amount of expected credit losses is updated at each reporting date to reflect changes in credit risk since
initial recognition of the respective financial instrument.

No impairmentoss is recognised on equity instruments.

The Group measures loss allowances at an amount equal to lifetime ECL, except for the following, for which
they are measured as-fribnth ECL.:

- Debt investment securities that are determined to haveriedit risk at the reporting date; and
- Other financial instruments on which credit risk has not increased significantly since their initial
recognition.

The Group considers a debt investment security to have low credit risk when its credit risk rating is
equivalent to the globally understood definiti ol
credit risk exemption to any other financial instruments.
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Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3  Financial Assets andrinancial Liabilities (continued)
3.3.7 Impairment (continued)

12-month ECL are the portion of ECL that result from default events on financial instruments that are
possible with the 12 months after the reporting date. Financial instruments for wifain@th ECL is
recognised are referred to as “Stage 17.

Life-time ECL are the ECL that results from all possible default events over the expected life of the financial
instruments. Financial instruments for which atifae ECL is recognised buthich are not crediimpaired
are referred to as “Stage 27,

Impairment and ECL are used interchangeably throughout these consolidated financial statements.
Measurement of ECL
ECL are a probabilityveighted estimate of credit losses. Theyragasured as follows:

- Financial assets that are not credihpaired at the reporting datas the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that ti&oup expects to receive);

- Financial assets that are credinpaired at the reporting dates the difference between the gross
carrying amount and the present value of estimated future cash flows;

- Undrawn loan commitmentgas the present value of thefdience between the contractual cash
flows that are due to the Group if the commitment is drawn down and the cash flows that the Group
expects to receive; and

- Financial guarantee contractshe expected payments to reimburse the holder less any amounts
tha the Group expects to recover.

For more details in relation to ECL measurement, please refer t6.8dte
Restructured financial assets

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a
new one due to financial difficulties of the borrower, then an assessment is made of whether the financial
asset should be derecognised and ECL are measured as follows:

- If the expected restructuring will not result in derecognition of the existing &ssethe expected
cash flows arising from the modified financial asset are included in calculating the cash shortfalls
from the existing asset.

- If the expected restructuring will result in derecognition of the existing asset, then the expected fair
value d the new asset is treated as the final cash flow from the existing financial asset at the time
of its derecognition. This amount is included in calculating the cash shortfalls from the existing
financial asset that are discounted from the expected dateretognition to the reporting date
using the original effective interest rate of the existing financial asset.
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3 Summary of significant accounting policies (continued)
3.3  Financial Assets and Financial Liabilities (continued)
3.3.7 Impairment (continued)

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost and dek
financial assets carried BV TOCI are credit impairedCreditimpaired financial assets are referred to as
“StagAe f3i™m.anci al-impaked when ane or moterewedtd that have a detrimental impact on
the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is crédipaired includes the following observable data:

- Significant financial difficuty of the borrower or issuer;

- A breach of contract such as a default or past due event;

- The restructuring of a loan or advance by the Group on terms that the Group would not consider
otherwise;

- ltis becoming probable that the borrower will enter bankguptmther financial reorganisation; or

- The disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECL in the statement of financial position
Loss allowances for ECL are presented indflagement of financial position as follows:

- financial assets measured at amortized ccasta deduction from the gross carrying amaithe
assets;

- loan commitments and financial guarantee contragénerally, as a provision; and

- debt instruments measured®AITOCLE no loss allowance is recognized in the statement of financial
position because the carrying amount of these assets is their fair value. However, the loss allowance
is disclosed and is recognized in the fair value reserv

3.3.8  Write -off

Loans and debt securities shall be written off (either partially or in full) when there is information indicating
that the debtor is in severe financial difficulty and there is no realistic prospect of recovery. However,
financial assets thare written off could still be subject to enforcement activities in order to comply with

the Group's procedures for recovery of amounts due. Recoveries of amounts previously written off are
included in ‘Impairment chsarge' in the statement
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3.4 Provision for staff end of service benefits

Pension contributions are made in respect of UAE national employees to the UAE General Pension and
Social Security Authority iraccordance with the UAE Federal Law No. 7, 1999 for Pension and Social
Security. The provision for staff end of service benefits, a defined benefit scheme, is calculated as per the
approved Group staff regulations is usually higher than the estimatedipndvased on actuarial techniques

in accordance with IAS 19.

A provision is made for the estimated liability for employees' entittements to annual leave and leave passage
as a result of services rendered by the employees up to the date of the statdinantial position.
Provision is also made for the end of service benefits due to employees in accordance with the UAE Labour
Law and the Group's policy and internal regulations for their periods of service up to the date of the statement
of financial peition.

An actuarial valuation has not been performed on employees' end of service benefits as the net impact of
the discount rate and future salary and benefit levels on the present value of the benefits obligation are not
likely to be significant.

Provisions are recognized when the Group has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, and a reliable estimate & #mount of the obligation can be made.

3.5 Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, balances with the UAE Central Bank, money in call
accounts, placements abhadlances and deposits wibdanks with original maturities of Ileshan three
months.

3.6 Balances and deposits with banks

Balances and deposits with bake financial assets which are mainly money market placements with fixed

or determinable payments and fixed maturities that are not quoted in an active market. Money market
placements are not entered into with the intention of immediate ortshorteske. Balances and deposits

with banksare initially measured at cost, being the fair value of the consideration given. Following the
initial recognition theseare stated at amortised cost.

3.7 Investment properties

Investment propertiegrincipally comprise of commercial lands and buildings held by the Group for long
term rental yields or for capital appreciation or both. Such properties are measured initially at cost including
all transaction costs. Subsequent to initial recognitionedtmaent property is measured at fair value.
Changes in fair values are recorded in the statement of profit or loss in the period in which they arise. When
the use of a property changes such that emedis t
cost for subsequent accounting is its fair value at the date of change in use.
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3.7 Investment properties(continued)

The fair values of investment properti@m® based on the highest and best use of the properties, which is
theircurrentuseThe fair value of the Group’s investment
valuation carried out at the end of rejregtperiod by the independent valuersggaged by th&roup. The
valuation conforms t®oyal Institution of Chartered Surveyors ValuatidgBlobalStandards. The fair value

was determined based on the market comparable approach that reflects receribtraaasst for similar
propertiesand investment approach that is determined through the analysis of income flow and projected
expendituresf the property

Investment properties is derecognised upon disposal or when the investment properties is pgrmanent
withdrawn from use and no future economic benefits are expected from its disposal. The gains or losses
arising from the retirement or disposal of investment properties, calculated as the difference between the net
disposal proceeds and the carrying amare included in the statement of profit or losshe period in

which the property is derecognised

The Bank shall transfer a property to, or from, investment property when, and only when, there is a change
in use. A change in use occurs when the @rypmeets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. If an @vnepied property becomes an investment
property that will be carried at fair value, the Bank shall apply IAS 16 for owned praogpettythe date of
change in use. Any difference at that date between the carrying amount of the property in accordance with
IAS 16 and its fair value shall be treated in the same way as a revaluation in accordance with IAS 16.

Investment properties under development

Investment poperties under developmettiat arebeing constructed or developed for future use as
investment propertyare measured initially at cost, includimgluding all direct costs attributable to the
design ancconstruction of the property including related staff cddfgon completion of construction or
development, such properties are transferred to completed investment profettssquent to initial
recognition, investment property is measured at fair v&bains and losses arising from changes in the fair
value of investment property under development is included in the consolidated income statement in the
period in which they arise.

3.8 Foreign currency transactions

Transactions in foreigourrencies are translated into the respective functional currency of the Group at the
spot exchange rates at the date of the transactions

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into the
functional currency at the spot exchange rate at that date. The foreign currency gain or loss on monetary
items is the difference between the amortised cost in the functional currency at the beginning of the year,
adjusted for effective interest and paymentsrduthe year, and the amortised cost in the foreign currency
translated at the spot exchange rate at the end of the year.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated into
the functional currencat the spot exchange rate at the date on which the fair value is determined. Non
monetary items that are measured based on historical cost in a foreign currency are translated using the spo
exchange rate at the date of the transaction.
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3.8 Foreign currency transactions (continued)

Foreign currency differences arising on translation are generally recognised in profit or loss. However,
foreign currency differences arising from ttranslation of equity investments in respect of which an
election has been made to present subsequent changes in fair value in OCI is recognised as part of statemel
of other comprehensive income.

39 Provisions

A provision is recognised when the Group has a present legal or constructive obligation as a result of a past
event that can be estimated reliably, and it is probable that an outflow of economic benefits will be required
to settle the obligation.

Theamount recognised as a provision is the best estimate of the consideration required to settle the presen
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation.
Where a provision is measured using ¢thsh flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision aceeebqoebe recovered from
a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

3.10 Property and equipment

Property and equipment isagtd at cost less accumulated depreciation and impairment losses, if any.
Depreciation is computed on straigdinte basis so as to write down the cost of assets over its useful life.
Lands granted from the Federal Government (shareholder) are not depracidtare measured at nominal
amount of AED 1.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of that
equipment. If significant parts of an item of property or equipment have different usefuharethey are
accounted for as separate items (major components) of property and equipment. Any gain or loss on disposal
of an item of property and equipment is recognized within other income in profit or loss.

Subsequent expenditure is capitalized omhen it is probable that the future economic benefits of the
expenditure will flow to the Group. Ongoing repairs and maintenance are expensed as incurred.

Depreciation is calculated to write off the cost of items of property and equipment less thedtezbti
residual values using the straigdime method over their estimated useful lives and is generally recognized

in profit or loss. Leased assets are depreciated over the shorter of the lease term and their useful lives unles:
it is reasonably certainaihthe Group will obtain ownership by the end of the lease term.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.
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3.10 Property and equipment (continued)

The Group annually reviews the useful life estimates for all major asset categories and revises these to align
them with reassessed expected useful lives, if required.

Asset class Estimated useful life

Buildings 40 years
Furniture, fixtures and vehicles 5 years
Computers 3to 5 years

3.11 Impairment of non-financial assets

At the end of each reporting date, the Group reviews the carrying amounts of its assets in order to asses:
whetherthere is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss (if any). Where it is not possible to estienthe recoverable amount of an individual asset, the Group
estimates the recoverable amount of the -ggsterating unit to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified, corporate assets are alsaldtoiratividual cash
generating units, or otherwise they are allocated to the smallest group -gfeceshting units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costdltand value in usén assessing value in use,
the estimated future cash flows are discounted to their present value usidgxagiseount rate that
reflects current market assessments of the time value of money and the risks specific to thevdssht fo
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or agesterating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (ggsterating unit) is reduced to itscoverable amount. An
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment lossibsequently reverses, the carrying amount of the assetg@astating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount doe
not exceed the carrying amount that would have been determineub agairment loss been recognised

for the asset (cashenerating unit) in prior years. A reversal of an impairment loss is recognised immediately

in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the ré¢versal of
impairment loss is treated as a revaluation increase.

3.12 Leases

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, o
contains, a lease if the contract conveys the right to control the use ehtfied asset for a period of time

in exchange for consideration. To assess whether a contract conveys the right to control the use of an
identified asset, the Group uses the definition of a lease in IFRS 16.
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3.12 Leasedqcontinued)
Group acting as a lessee

The Group recognises a rigbt-use asset and a lease liability at the lease commencement date. The right
of-use asset is initially measured at cost, which comprisesittad amount of the lease liability adjusted
for any lease payments made at or before the commencement date, plus any initial direct costs incurred.

The rightof-use asset is subsequently depreciated using the stiaigimethod from the commencement
date to the end of the lease term. In addition, the-dfjlise asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the pres@tie of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental bolbaromngng r a
rate as the discount rate. The Group determines its incremental borrowing rate by analysing its borrowings
from various external sources and makes certain adjustments to reflect the terms of the lease and type of
asset leased.

Lease paymentacluded in the measurement of the lease liability comprise the following:

« fixed payments, including isubstance fixed payments;

« variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencemenitegia

« amounts expected to be payable under a residual value guarantee; and

+ the exercise price under a purchase option that the Group is reasonably certain to exercise, lease
payments in an optional renewal period if the Group is reasonably certain toegareigension
option, and penalties for early termination of a lease unless the Group is reasonably certain not
to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when
there is a chnge in future lease payments arising from a change in an index or rate, if there is a change in
the Group's estimate of the amount expected to be payable under a residual value guarantee, if the Grouj
changes its assessment of whether it will exercisg@hpse, extension or termination option or if there is a
revised insubstance fixed lease paymaffhen the lease liability is remeasured in this way, a corresponding
adjustment is made to the carrying amount of the Jafthise asset, or is recorded irofit or loss if the

carrying amount of the righdf- use asset has been reduced to zero.

The Group presentsrighf-u s ¢ assets in ° pamdelreays ea nldi aabjiuli iptmieen:
in the consolidated statement of financial position.

Short-term leases and leases of lewalue assets

The Group has elected not to recognise fifhtse assets and lease liabilities for leases ofiaive assets
and shorterm leasesncluding leases of IT equipment. The Group recognizes the lease payments associated
with these leases as an expense on a stitighibasis over the lease term.
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3.12 Leases (continued)

Group acting as a lessor

When the Group acts as a lessor, it determines at lease inception whether the lease is a finance lease or 8
operating lease.

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms o
the lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified
as a finance lease. All other leases are classified as operating leases. As part of this assessment, the Grou
considers certain indicatorscuas whether the lease is for the major part of the economic life of the asset.

Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised sinadghtline basis over the lease term.

Amounts due from lessees under finance 1leases ar
net investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a
cong ant periodic rate of return on the Group’ s
Subsequent to initial recognition, the Group regularly reviews the estimated unguaranteed residual value
and applies the impairment requirements of IFRS @gmrising an allowance for ECL on the receivables.

3.13 Deposits and funds

Deposits and fundsom Sheikh Zayed Housing Program, Mohammad Bin Rashid Innovation Fund and the
Ministry of Finance vested with and managed by the Group are accounted for within the financial liabilities
of the Group(note 13)

3.14 Term borrowings

Term borrowings consist of dedtcurities and are the Grdgsources of debt fundinghe Group classifies

capital instruments as financial liabilities or equity instruments in accordance with the substance of the
contractual terms of the instrumenBebt securities in issue ameitially measured at fair value minus
incremental direct transaction costs. Subsequently, they are measured at their amortised cost using the
effective interest method.

3.15 Proceeds from sale of investment properties

Proceeds from sale of apartment unitshaf investment properties are recognised as a liability until the
delivery of the unit and transfer of risks and rewards to the customer.

3.16 Dividend distribution

Dividend distribution to the Ban& shareholder is recognised as a liability inGhe o s fipancial statement
in the period in which the dividends are approved by the shareholder.
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3.17 Revenue and expense recognition
Interest income and expense

Interest income and expense for financial instr
income’ and ‘Interest expense’ 1in the statement

The interest inome or expense is calculated by applying the EIR to the gross carrying amountcoddion
impaired financial assets (i.e. at the amortised cost of the financial asset before adjusting for any expected
credit loss allowance), or to the amortised cosiradrfcial liabilities. For creditmpaired financial assets

the interest income is calculated by applying the EIR to the amortised cost of thénepadtied financial

assets (i.e. the gross carrying amount less the allowance for expected credit loks¥s ABCfinancial

assets originated or purchased cr@djpaired (POCI), the EIR reflects the ECLs in determining the future
cash flows expected to be received from the financial asset.

Profit from Islamic Finance

Profit onlslamic Financeare recognised on accrual basis and {&pportioned using the effective profit
rate method.

Dividend income

Dividend income is recognised when the right to receive payment is established. This islithdesxi

date for listed equity securities, anglually the date when shareholders approve the dividend for unlisted
equity securities.

Fees and commission income

Fee and commission income and expense include fees other than those that are an integral part of EIR. The
feesincludedinthispartofh e Gr oup’s consolidated statement of
fees charged for providing a transaction service;utdisation fees relating to loan commitments when it

is unlikely that these will result in a specific lending arrangeraedtothers.

Fee and commission expenses with regards to services are accounted for as the services are received.

Rental income

Rent arising from leased properties is accounted for on a sttimighitasis over the lease terms of ongoing
leasesandisr esented as part of “Other income’ 1in pr ol

Fair value gain / (loss) on investment properties and financial assets at FVTPL
Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair
valuegains or losses recognised in profit or loss to the extent they are not part of a designated hedging

relationship.

Gains or losses arising from changes in the fair value of investment property are included in profit or loss
in the period in which they a.
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3.18 Financial guarantees and loan commitments
‘Financial guarantees' are contracts that r1requi
holder for a loss that it inculecause a specified debtor fails to make payment when it is due in accordance
with the terms of a debt instrument. ‘Loan -commi
specified terms and conditions.

Liabilities arising fromfinancial guarantees or commitments to provide a loan at a bakmket interest

rate are initially measured at fair value and the initial fair value is amortised over the life of the guarantee
or the commitment. The liability is subsequently carried athigher of this amortised amount and the
present value of any expected payment to settle the liability when a payment under the contract has become
probable. Financial guarantees and commitments to provide a loan at a beldket interest rate are
included within other liabilities.

4 Critical accounting estimates and judgments

The preparation of the consolidated financial statements in conformity with the IFRS requires management
to make judgments, estimates and assumptions that affegtgheation of accounting policies and reported
amounts of financial assets and liabilities and the disclosure of contingent liabilities. These judgments,
estimates and assumptions also affect the revenue, expenses and provisions as well as fairgedue chan

These judgments, estimates and assumptions may affect the reported amounts in subsequent financial years
Estimates and judgments are currently evaluated and are based on historical experience and other factors
In order to reduce the element of @dijvity, the Group has laid down clear criteria to enable estimation of
future cash flows. As estimates are based on judgments, actual results may differ, resulting in future changes
in such provisions.

Following are the estimates and judgements whietapplicable from 1 January 2020.

Impairment charge on financial assets

a) Significant increase in credit risk

As explained in not&.2.6, ECL are measured as an allowance equal-tadith ECL for Stage 1 assets,

or lifetime ECL for Stage 2 or Stagea8sets. An asset moves to Stage 2 when its credit risk has increased
significantly since initial recognition. IFRS 9 does not define what constitutes a significant increase in credit
risk. In assessing whether the credit risk of an asset has significemnégsed, the Group takes into account
gualitative and quantitative reasonable and supportable fotaakahg information.

b) Establishing groups of assets with similar credit risk characteristics

When ECLs are measured on a collective basis, the finamsfiauments are grouped on the basis of shared

risk characteristics. The Group monitors the appropriateness of the credit risk characteristics on an ongoing
basis to assess whether they continue to be similar. This is required in order to ensuralthatestibrisk
characteristics change there is appropriatgeggmentation of the assets. This may result in new portfolios
being created or assets moving to an existing portfolio that better reflects the similar credit risk
characteristics of that grough assets.
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Classification and measurement of investment securities

The classification and measurement of the financial assets depends on the management's business mode
for managing itdinancial assets and on the contractual cash flow characteristics of the financial assets
assessed. Management is satisfied that the Granyestment in securities are appropriately classified and
measured. Financial assets that are measured at amooss@ge those assets that are held within a business
model whose objective is to hold assets in order to collect contractual cash flows and the contractual terms
give rise on specified dates to cash flows that are solely payments of principal and iritenesial assets

that are measured at FVTOCI are investments in equity instruments that are not held to benefit from changes
in their fair value and are not held for trading. The management believes that designating these instruments
as at FVTOCI provids a more meaningful presentation of its medium to-tenm interest in its
investments than holding the investments at fair value through profit and loss.

For more details on the valuation of investment securities, refer note 5.7.

Fair valuation of investment securities

Where the fair values of financial assets and financial liabilities recorded in the consolidated statement of
financial position cannot be derived from active markets, they are determined using valuation techniques
thatinclude one or more significant market inputs that are unobservable. Valuation techniques that rely to
a greater extent on unobservable inputs require a higher level of management judgement to calculate a fair
value than those based wholly on observalgat®n Changes in assumptions about these factors could affect

the reported fair value of the investment securities.

Valuation techniques used to calculate fair values are discussed mhate

Fair valuation of investment properties

The fair values of investment properti® based on the highest and best use of the properties, which is
their current use. The fair valuation of the investment properties is carried out by independent valuers based
onthe comparable method of valuatitime investment valuation method and the residual valuation method
refer to note 10 for more details.
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5 Risk management
5.1 Overview

The Groups activities expose it to a variety of financial risks and those activities involventigsis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking risk is core
to the financial business, and the operational risks are an inevitable consequence of being in business. The
Group's aim is therefore to delie an appropriate balance between risk and return and minimise potential
adverse effects on the Group's financial performance. Below are the type of risks the Group is exposed to:

- Creditrisk

- Liquidity risk

- Marketrisk

- Operationalisk

The Group has nmagement committees to oversee the risk management process. The Board Risk & Credit
Committee, under delegation from the Board of Directors defines policies, processes, and systems to manage
and monitor credit, market and operational risks. The Group hasoa Credit Risk function, which
independently reviews adherence to all risk management policies and procedures. The Group's internal audit
function, which is part of risk framework, primarily evaluates the effectiveness of the controls addressing
operatonal risk.

The Groups risk management policies are designed to identify and analyse these risks, to set appropriate
risk limits and controls, and to monitor the risks and adherence to limits by means of reliablé@ddtep
information systems. The Gup’'s management regularly reviews the risk management policies and systems
to reflect changes in markets, products and emerging best practice.

5.2  Creditrisk

Credit risk is the risk of financial loss to the Group if a customer or counterparfyntnaial instrument
fails to meet its contractual obligations, and arises principally from the’8do&ns and advances to
customers and other banks, and investment securities.

Credit risk also arises through the downgrading of counterparties, whdgdrsguments are held by the
Group, thereby resulting in the value of the assets to fall. As credit risk is the Group's most important risk,
considerable resources, expertise and controls are devoted to managing this risk within the Group.

Management is responsible for the formulation of credit policies and processes in line with growth, risk
management and strategic objectives.

The credit policy provides the development of a systematic and consistent approach to identifying and
managing boower and counter party risks.

The credit risk function in addition to the credit team are responsible for the recognition and management
of credit risk both at transaction and portfolio levels and to ensure that risk procedures are adhered to in a
manne consistent with the Group's credit policy. The Group manages limits and controls concentration of
credit risk wherever they are identified, in particular, to individual counterparties and groups, and to
industries.
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5 Risk management(continued)
5.2  Creditrisk (continued)

The Group manages credit risk through diversification of investment activities to avoid undue
concentrations of risks in specific locations or industry segments. The Group also monitors credit exposures
by limiting transactions wit specific counterparties, and continually assesses the creditworthiness of
counterparties.

The carrying amount of financial assets represents the maximum credit exposure.

For risk management purposes, credit risk arising on financial assets at faithralugh profit or loss is
managed independently, and reported as a component of market risk exposure.

The Group's credit risk management framework includes:

- Formulating credit policies in consultation with business units, covering collageparements,
credit assessment, risk grading and reporting, documentary and legal procedures, and compliance
with regulatory and statutory requirements.

- Establishing the authorisation structure for the approval and renewal of credit facilities.
Authorisaton limits are allocated to business unit Credit Officers. Larger facilities require approval
by Credit Manager, the Head of Credit, Credit Committee or the Board of Directors as appropriate.

- Reviewing and assessing all credit exposures in excess of aesidimits, prior to facilities being
committed to customers. Renewals and reviews of facilities are subject to the same review process.

- Limiting concentrations of exposure to counterparties, geographies and industries (for loans and
advances), and by issr, credit rating band, market liquidity and country (for investments).

- Developing and maintaining the Group's risk grading in order to categorise exposures according to
the degree of risk of financial loss faced and to focus management on the attiskdaihe risk
grading system is used in determining where impairment provisions may be required against
specific credit exposures. The current risk grading system conststsgrides reflecting various
degrees of risk of default and the availability adfllateral or other credit risk mitigation. The
responsibility for setting risk grades lies with the final approving executive/ committee as
appropriate. Risk grades are subject to regular reviews.

- Reviewing compliance, on an ongoing basis, with agrepdsexe limits relating to counterparties,
industries and countries and reviewing limits in accordance with risk management strategy and
market trends.

In addition, the Group manages the credit exposure by obtaining collateral where appropriate agd limitin
the duration of exposure. In certain cases, the Group may also close out transactions or assign them to othe
counterparties to mitigate credit risk. Credit risk in respect of derivative financial instruments, if any, is
limited to those with positive fiavalues.
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5 Risk management(continued)

5.2  Creditrisk (continued)

5.2.1 Collateral and other credit enhancements
Collateral risk

The Group obtains collateral and other credit enhancements in ordinary course of business from
counterparties. Collateral is used to mitigate credit risk, as the secondary source of repayment in case the
counterparty cannot meet its contractual repayment obligations. Credit policy and procedures set out the
acceptable types of collateral, as welagwocess by which additional instruments and/or asset types can

be considered for approval.

On an overall basis, during the year there was no material deterioration in the quality of collateral held
by the Group. In addition, there were no changesliateoal policies of the Group.

As at31 December 2021he Group held credit risk mitigants with an estimated valukEdd 66,720
thousand202Q AED 68,820thousand)against watch list and credit impaired receivables from Loans

and advance® customerslslamic Financeand investments in the form of real estate collateral, other
securities over assets, cash deposits and guarantees. The Group accepts sovereign guarantees and
guarantees from weftkeputed local or international banks, weditablished local or multinational large
corporate and high netorth private individuals. Collateral generally is not held against placements with
banks and other financial institutions, and no such collateral was h&ldl Becember 202br 31
Decembef020.

The table below stratifies credit exposures from mortgage loans and advances (including Islamic
facilities) to retail customers by ranges of ldarvalue (LTV) ratio.

2021 2020
AED’ 0 0 ( AED’ (

LTV ratio
Less than 50% 7,428 5,267
51-70% 38,637 32,723
71-90% 390,881 313,453
91-100% 2,663,08 2,050,3%

At 31 December 3,100034 2,401,791
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5 Risk management(continued)
5.2  Credit risk (continued)

5.2.2 Maximum exposure to credit risk before collateral held or other credit enhancements

The gross exposure to credit risk for on balance sheet items is their carrying value. For financial guarantees
recorded off balance sheet, the gross exposure to credit risk is the maximum amount that the Group would
have to pay if the guarantees were tacaked upon.

2021 2020

AED’ 0 AED’ O

Cash and balances with the UAE Central Bank 137,906 167,893

Balances and deposits with banks 3,786,312 2,732,099

Loans and advances 4,612,829 3,405,806

IslamicFinance 1,646,026 1,071,044
Investment securitiesdebt securities 1,301701 1,017874
Other assetsinterest receivable 42,634 39,161

At 31 December 11,527,408 8,433,877
Off-balance sheetcredit guarantees 88,984 -

The above table represetite maximum exposure of credit risk for amortised cost financial instrueats
off-balance sheet financial instrumeatat 31 December 2024nd 31 Decembe&02Q without taking into
account any collateral held or other credit enhancements attached.

5.2.3 Concentration of credit risk

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities
in the same geographic region, or have simelesnomic features that would cause their ability to meet
contractual obligations to be similarly affected by changes in economic, political or other conditions.
Concentrations indicate the relative sensitivity of the Greygerformance to developmentseating a
particular industry or geographical location.

In order to avoid excessive concentrations of ri
guidelines to focus on maintaining a diversified portfolio. Identified concentration of dekdi controlled
and managed accordingly.
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5 Risk management(continued)

5.2 Credit risk (continued)

5.2.3 Concentration of credit risk (continued)

An analysis of concentration of credit risk at the reporting date by sectors is shown below.

31 December 2021

Cash and balances with UAE CentRank
Balances and deposits with banks
Loans andhdvances to customers
Islamic Finance

Investment securitiesdebt instruments
Other assetsinterest receivable

31 Decembe020

Cash and balances with UAE Central bank
Balances and deposits with banks

Loans and advances to customers

Islamic Finance

Investment securitiesdebt instruments
Other assetsinterest receivable

The Group monitors concentrations of credit risk by seatat by geographic location. An analysis of

42
Public Financial Private / retail
Sector Sector Sector Total
AED’ 0 AED’ 0 AED’ 0 AED’ 0
137,906 - - 137,906
- 3,784967 - 3,784967
2,307303 26,736 2,041,288 4,375,327
- - 1,630,517 1,630,517
562022 659452 79,747 1,301221
8,620 24,754 9,260 42,634
3,015,851 4,495909 3,760,812 11,272,572
Public Financial Private /
Sector Sector retail Sector Total
AED'000 AED'000 AED'000 AED'000
167,893 - - 167,893
- 2,731,048 - 2,731,048
1,510,117 30,529 1,642,115 3,182,761
- - 1,061,109 1,061,109
317,186 661,119 38,935 1,017,240
14,855 17,892 6,414 39,161
2,010,051 3,440,588 2,748,573 8,199,212

concentration of credit risk at the reporting date by geographical location is shown below.

31 December 2021

Cash and balances with the UAE Central bank

Balances and deposits with banks
Loans and advances to customers
Islamic Finance

Investment securitiesdebt instruments
Other assetsinterest receivable

UAE
AED’000

137,906
3,784967
4,370,741
1,630,517
1,301221

42,634

11,267,986

GCC
AED’000

4,586

Total
AED’000

137,906
3,784967
4,375,327
1,630,517
1,301221

42,634

11,272,572
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5 Risk management(continued)
5.3 Credit risk (continued)

5.2.3 Concentration of credit risk (continued)

UAE GCC Total

AED’000 AED’000 AED’000
31 Decembe020
Cash and balances with the UAE Central bank 167,893 - 167,893
Balances and deposits with banks 2,731,048 - 2,731,048
Loans and advances to customers 3,178,175 4,586 3,182,761
Islamic Finance 1,061,109 - 1,061,109
Investment securitiesdebt instruments 1,017,240 - 1,017,240
Other assetsinterest receivable 39,161 - 39,161

8,194,626 4,586 8,199,212

5.2.4 Impact of COVID-19 and Expected credit loss

The existence ofavel coronavirus (Covid9) continues to disrupt businesses and economic activity in
2021. In responsegovernments and central banks extended economic support and relief measures
(including payment deferrals) launched last year to lessen the impact on individuals and corporates.

The Group has considered the impact of the pandemic on its customersii@uais, corporate, financial
institutions and government related entities (GREbgsed upon available informatiohhe UAE
Government and the Central Bank have introduced considerable stimulus economic packages to support
the banking industry in UAE tbugh this disruption.

In 202Q the Group has undertaken some measures in response to the-COWililbreakwhich includes

approwal of variouspayment holidays to certain customers ranging from 1 to 6 months deferrals. The
Management Risk and Credit Committee has approved a detailed delegation of authority in order to
facilitate the deferral of payment process and extensively reviewed the eusteni pr of i 1l e an
history of customers requesting for deferral, prior to approval. A more intensive approval and requirement
process was implemented for those customers applying for payment deferral who have lost their jobs or are
on temporary unpdileave or are subject to a deduction of salary due to the pandemic.

The Group continues to assess borrowers for other indicators of unlikeliness to pay, taking into
consideration the underlying cause of any financial difficulty and whethelikelg to be temporary as a
result of COVID19 or long term.

The Group continues to support its impacted customers through a program of payment relief that was
initiated in 2020 by deferring interest/principal due. These payment reliefs are considshedttesm

liquidity support to address borrower cash flow issues. In 2021, minimal number of customers applied for
a 1 to 2 month payment deferral.

As with any economic forecasts, the projections and likelihoods of the occurrence are subject to inherent
uncertainty and therefore the actual outcomes may be significantly different to those projected.
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5 Risk management(continued)

54 Credit risk (continued)
5.2.5 Credit quality

The Group has management committees to oversee the risk management prodgésardrResk & Credit
Committee, under delegation from the Board of Directors defines policies, processes, and systems to manag
and monitor credit, market and operational risks.

The Group maintains a risk grading system in order to categorize exposuwelragrto the degree of risk

of financial loss faced and to focus management on the attendant risks. The risk grading system is used i
determining where impairment provisions may be required against specific credit exposures. The current risk
grading systm consists of ten grades reflecting various degrees of risk of default and the availability of
collateral or other credit risk mitigation. The responsibility for setting risk grades lies with the final approving
executive or committee, as appropriate kRjgades are subject to regular reviews.

Balances and deposits with banks

As at31 December 2021 t h e ntbney marketgplacements and balances in current and call accounts
with banks with gross amounts amountingA&D 3,786thousandZ02Q AED 2,732thousanglare deposited

only in banks that are directly, or comparably with the peer institutions, rated as investme(iteyratees
from ¢ BBB+pyaglobal extérnal rating agency. Accordingly, placements in these banks are
considered to be low cradisk investments anare classified as StageThese are carried at amortised cost.

Loans and advances to customei@nd Islamic finance

The following table sets out information about loans and advances to custord&skamicfinance These
arecarried at amortised cost.

2021
Stage 1 Stage 2 Stage 3 Total
AED'000 AED'000 AED'000 AED'000
Low risk 5,889,8@ - - 5,889,8@
Watch list - 112,450 - 112,450
Doubtful - - 116,566 116,566
Loss - - 140,035 140,035
5,889,8@ 112,450 256,601 6,258,8%
Less:Allowance for impairment (56,313) (6,936 (189,762) (253,011)

Carrying amount 5,833,491 105514 66,839 6,006,844
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5.2  Creditrisk (continued)
5.2.5 Credit quality (continued)
Loans and advances to customers and Islamic finance (continued)
2020
Stage 1 Stage 2 Stage 3 Total

AED'000 AED'000 AED'000 AED'000
Low risk 4,180,591 - - 4,180,591
Watch list - 53,554 - 53,554
Doubtful - - 116,934 116,934
Loss - - 125,771 125,771

4,180,591 53,554 242,705 4,476,850
Less:Allowance for impairment (49,910) (3,279) (179,791) (232,980)
Carrying amount 4,130,681 50,275 62,914 4,243,870

Following table sets out information abdie movement in gross exposures by stagemaris and

advances to customeislamic Finance

2021
Stage 1 Stage 2 Stage 3 Total
AED'000 AED'000 AED'000 AED'000
Balance as at 1 January 4,180,591 53,554 242,705 4,476,850
Transfer to Stage 1 - - - -
Transfer to Stage 2 (42,880) 42,880 - -
Transfer to Stage 3 (3,508) (13,997) 17,505 -
New financial assets originated 2,310,22 6,410 2,947 2,319,59
De-recognition of financial assets (233,341) (3,665) (1,747) (238,753)
Write offs - - - -
Other movements within the same stage (321,260) 27,268 (4,809) (298,8Q)
Balance as at 31 December 5,889,8@ 112,450 256,601 6,258,85
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5.2  Creditrisk (continued)
5.2.5 Credit quality (continued)
Loans and advances to customers aridlamic finance (continued)
2020
Stage 1 Stage 2 Stage 3 Total

AED'000 AED'000 AED'000 AED'000
Balance as at 1 January 1,848,656 59,020 254,326 2,162,002
Transfer to Stage 1 34,556 (34,556) - -
Transfer to Stage 2 (15,827) 26,202 (10,375) -
Transfer to Stage 3 (2,916) (4,452) 7,368 -
New financial assets originated 2,368,219 15,161 - 2,383,380
De-recognition of financial assets (64,114) (7,334) (1,189) (72,637)
Write offs - - (4,583) (4,583)
Other movements within the sarsiage 12,017 (487) (2,842) 8,688
Balance as at 31 December 4,180,591 53,554 242,705 4,476,850

Investment securities

The following table sets out information about debt investment securities which are carried at amortised

cost
2021
Stage 1 Stage 2 Stage 3 Total
AED'000 AED'000 AED'000 AED'000
Low risk 962,294 - - 962,294
Less:Allowance for impairment (480 - - (480
Carrying amount 961814 - - 961814
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5 Risk management(continued)
5.2  Credit risk (continued)

5.2.5 Credit quality (continued)

Investment securities(continued)

2020
Stage 1 Stage 2 Stage 3 Total
AED'000 AED'000 AED'000 AED'000
Low risk 677,008 - - 677,008
Less:Allowance forimpairment (634) - - (634)
Carrying amount 676,374 - - 676,374

During the year, no transfersdtherstages occurred in the gross exposures of debt securities carried at amortis
cost. Mavement within the same stage (Stage 1) is disclosed in note 9.

Credit Guarantees

2021
Stage 1 Stage 2 Stage 3 Total
AED'000 AED'000 AED'000 AED'000
Low risk 88,984 - - 88,984
Less:Allowance for impairment (1,799) (1,799)

Carrying amount 87,185 -

87,185
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5 Risk management(continued)

5.2  Creditrisk (continued)

5.2.6 Inputs, assumptions and techniques used for estimating impairment
a) Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased significantly since in
recognition, the Group considers reasonable and supportable information that is relevant and available wii
undue cost or effort. This indies both quantitative and qualitative information and analysis including interne
credit risk grading system, external risk ratings, where available, delinquency status of accounts, credit judge
and, where possible, relevant historical experience angdafdlooking information. The Group may also
determine that an exposure has undergone a significant increase in credit risk based on particular quali
indicators that it considers are indicative of such and whose effect may not otherwise bdléaligdén its
guantitative analysis on a timely basis.

The objective of the assessment is to identify whether a significant increase in credit risk has occurred fc
exposure. The Group uses three criteria for determining whether there has beeficargigmirease in credit
risk:

- quantitative test based on movement in PD;
- qualitative indicators; and
- a backstop of 30 days past due.

b)  Credit risk grades

Credit risk grades are defined using qualitative and quantitative factors thatieative of risk of default. These
factors vary depending on the nature of the exposure and the type of borrower. Exposures are suij@cito on
monitoring, which may result in an exposure being moved to a different credit risk grade.

c) Generating theterm structure of Probability of Default (PD)

The Group employs statistical models to analyze the data collected and generate estimates of PD of exposur
how these are expected to change as a result of the passage of time. This analysis inddighei§i¢hdon and
calibration of relationships between changes in default rates and changes in kegeoaoric factors, across
various geographies in which the Group has exposures.

d) Renegotiated financial assets

The contractual terms of a loan magy modified for a number of reasons, including changing market conditions
customer retention and other factors not related to a current or potential credit deterioration of the custome
existing loan whose terms have been modified may be derecogmdetie renegotiated loan recognised as a
new loan at fair value. Where possible, the Group seeks to restructure loans rather than to take possess
collateral, if available. This may involve extending the payment arrangements and documenting thenagrifee
new loan conditions. Management continuously reviews renegotiated loans to ensure that all criteria are me
that future payments are likely to occur.
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5 Risk management(continued)
5.2 Credit risk (continued)
5.2.6 Inputs, assumptions and techniques used for estimating impairmeiitontinued)

d) Renegotiated financial assets (continued)

Facilities which are restructured due to credit reasons in past 12 months are classified under Stage 2. A bor
would need talemonstrate consistently good payment history over a period of time before the exposure is
longer considered to be credlitpaired and the exposure is upgraded to Stage 1.

e) Definition of default

The Group considers a financial asset to bdeiiault when:

- the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Grol
to actions such as realizing security (if any is held);

- itis becoming probable that the borrower will enter bankruptcy or othercfalarorganisation ;or

- the borrower is past due more than 90 days on any matexdit obligation to the Group.

In assessing whether a borrower is in default, the Group also considers indicators that are:

- quantitative- e.g. overdue status and aRpayment on another obligation of the same issuer to the Group
- qualitative- e.g. E R U U Reddppératifin and the clarity and availability of the information requested; an
- based on data developed internally and obtained from external sources.

Inputs intothe assessment of whether a financial instrument is in default and their significance may vary c
time to reflect changes in circumstances. The definition of default largely aligns with that applied by the Gr
for regulatory capital purposes.

f) Curing

Assets can move back to Stage 1 from Stage 2 when they no longer meet the significant increase in cred
criteria and have completed a probation period of 12 months, defined by the Gnagrount shall move from
Stage 3 to Stage 2 when otfjge evidence of impairment fails to exist, post which it shall follow the curing
period of 12 months before it can be transferred to Stagbelpolicy also ensures that none of the assets car
move back directly to Stage 1 from Stage 3.

Q) Incorporation of forward -looking information

The Group employs statistical models to incorporate macomomic factors on historical default rates. In case
none of the above macreconomic parameters are statistically significant or the results obfiszl PDs deviate
from the present forecast of the economic conditions, qualitative PD overlays are used by management
analyzing the portfolio.

Incorporating forward looking information increases the level of judgement as to how changes in th
macroeconomic factors will affect the ECL applicable to the stage 1 and stage 2 exposures which are consic
as performing. The methodologies and assumptions involved, including any forecasts of future econc
conditions, are reviewed periodically.
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5 Risk management(continued)

5.2 Credit risk (continued)

5.2.6 Inputs, assumptions and techniques used for estimating impairmeiitontinued)
Q) Incorporation of forward -looking information (continued)

The assessment significant increase in credit risk (SICR) and the calculation of ECL both incorporate ferwarc
looking information. The Group uses mathematical function, which links the credit cycle index (CCI) with PD
a key input to ECL. These economic variables dil tassociated impact on the PD, EAD and LGD vary by
ILQDQFLDO LQVWUXPHQW )RUHFDVWV RI WKHVH HFRQRPLF YDUL
Group's Economics team on a quarterly basis and provide the best estimate view of they es@ndhe next
five years. After five years, to project the economic variables out for the full remaining lifetime of instrument
mean reversion approach has been .used

Scenarios are incorporated through the forward looking factors selected wHiPl daetors that are conditioned
and then used as an input to the various ECL components. The CCI calculation is derived through the constrt
of suitable credit cycles based on economic variables that can be used as proxy to describe credivébiivities
each country of operation. CCI can be derived from a number of historical factors, such as risky yields, ci
growth, credit spreads, default or NPL rates data. Interdependency exists betweeaamagnoic factors such
asGDP2.2% t03.1% and tke CCI, given its integral part in driving the economic or business cycles.

h) Measurement of ECL
The key inputs into the measurement of ECL are the term structure of the following variables:

- probability of default (PD);
- loss given default (LGD);
- exposure at default (EAD).

These parameters are generally derived from internally developed statistical models and other historical
They are adjusted to reflect forwaabking information as described above.

PD constitutes a key input in measuriBgL. Probability of default is an estimate of the likelihood of default
over a given time horizon, the calculation of which includes historical data, assumptions and expectations of ft
conditions

LGD is an estimate of the loss arising on defauls llased on the difference between the contractual cash flow
due and those that the lender would expect to receive, taking into account cash flows from collateral and int
credit enhancements

EAD represents the expected exposure in the event efaaltl The Group derives the EAD from the current
exposure to the counterparty and potential changes to the current amount allowed under the contract incl
amortisation. The EAD of a financial asset is its gross carrying amount. For lending comsamzfinancial
guarantees, the EAD includes the amount drawn, as well as potential future amounts that may be drawn und
contract, which are estimated based on historical observations and féoolirdy forecasts.
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5 Risk management(continued)

5.2 Credit risk (continued)

5.2.6 Inputs, assumptions and techniques used for estimating impairmeiitontinued)
h) Measurement of ECL (continued)

Where modelling of a parameter is carried out on a collective basindineial instruments are grouped
on the basis of shared risk characteristics that include:

- credit risk grading;
- product type; and
- geographic location of the borrower.

The groupings are subject to regular review to ensure that exposures whiticalar group remain
appropriately homogeneous.

ECL for exposures in Stage 1 is calculated by multiplying then@@th PD by LGD and EAD. Lifetime
ECL is calculated by multiplying the lifetime PD by LGD and EAD.

i) Credit risk monitoring

For IFRS 9ECL computation, credit exposures are monitored and reported as per IFRS 9 requirements.
Stage migrations, any exceptions to SICR criteria, other credit and impairment related matters are reviewed
and approved by an appropriate management committee.

Risks RI WKH *URXSYV FUHGLW SRUWIROLR DUH FRQWLQXRXVO\ DV
management information reports and returns generated by the business and credit units. Credit risk is alsc
monitored on an ongoing basis with formal mowntland quarterly reporting to ensure that senior
management is aware of shifts in the credit quality of the portfolio along with changing external factors.

i) Collateral management

Collaterals and guarantees are effectively used as mitigating tools Gyate. The quality of collateral is
continuously monitored and assessed and the Bank seeks to ensure enforceability of the collateral. Major
categories of collaterals include cash/ fixed deposits, inventories, shares, guarantees (corporate, bank an
persoml guarantees), immovable properties, receivables and vehicles.

&ROODWHUDOV DUH UHYDOXHG UHJXODUO\ DV SHU WKH EDQN¢YV
carried out depending on the nature of collateral and general economic condiisoandbles the Bank to

assess the fair market value of the collateral and ensure that risks are appropriately covered. Security
structures and legal covenants are also subject to regular review.
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5 Risk management(continued)

5.2  Creditrisk (continued)

5.2.7 Loss allowance

The following tables show reconciliations from the opening to the closing balance of the loss allowance by
class of financial instruments.

Balances and deposits with banks

2021
Stage : Stage 2 Stage 3 Total ECL
AED'000 AED'000 AED'000 AED'000
Balance as at 1 January 1,051 - - 1,051
Net remeasurement of loss allowance - - - -
New financial assets originated 1,345 - - 1,345
De-recognition of financial assets (1,051) - - (1,051)
Balance as at 31 December 1,345 - - 1,345
2020
Stage : Stage 2 Stage 3 Total ECL
AED'00C AED'000 AED'000 AED'000
Balance as at 1 January 2,42¢ - - 2,428
Net remeasurement of loss allowance - - - -
New financial assets originatedet 1,051 - - 1,051
De-recognition of financial assets (2,428 - - (2,428)

Balance as at 31 December 1,051 - - 1,051
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5 Risk management(continued)

5.2  Credit risk (continued)

5.2.7 Loss allowance(continued)

Loans and advances to customerand Islamic finance

2021
Stage 1 Stage 2 Stage 3  Total ECL
$CT $C1 $CT $C1
Balance as at 1 January 49,910 3,279 179,791 232,980
Transfers to Stage 1 - - - -
Transfers to Stage 2 (2,851 2,851 - -
Transfers to Stage 3 (2,197) (8,982) 11,179 -
Net remeasurement of loss allowance (793) 9,400 (515) 8,092
New financial assets originated 13,80 554 1,054 15412
De-recognition of financial assets (1,560) (166) (1,747) (3,473)
Balance as at 31 December 56,313 6,936 189,762 253011
2020
Stage 1 Stage 2 Stage 3  Total ECL
$(C1 $(C1 $(C1 $(C1

Balance as at 1 January 48,851 3,760 158,976 211,587
Transfers to Stage 1 296 (296) - -
Transfers to Stage 2 (1,201) 2,006 (805) -
Transfers to Stage 3 (1,451) (2,973) 4,424 -
Net remeasurement of loss allowance (6,756) 435 21,779 15,458
New financial assets originatedet 10,483 596 - 11,079
Write-off - - (4,583) (4,583)
De-recognition offinancial assets (312) (249) - (561)
Balance as at 31 December 49,910 3,279 179,791 232,980

For the impairment of loans and advances to customedsislamic finance the Bank maintains a
management overlayp capturehe characteristics of the marketaassociated risks which are waptured
in the existing ECL modeRAs at31 December 202Imanagement overlay amountedAigD 24.7 million
(2020 AED 25.3million).
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5.2  Creditrisk (continued)
5.2.7 Loss allowancegcontinued)
Investment securities (Debt)
2021
Stage 1 Stage 2 Stage 3 Total ECL
AED'000 AED'000 AED'000 AED'000
Balance as at 1 January 634 - - 634
Net remeasurement of loss allowance (187 - - (187
New financial assets originated 33 - - 33
Balance as at 31 December 480 - - 480
2020
Stage 1 Stage 2 Stage ! Total ECL
AED'000 AED'000 AED'00C AED'000
Balance as at 1 January 437 - - 437
Net remeasurement of loss allowance 173 - - 173
New financial assets originatedet 30 - - 30
Derecognition of financial assets (6) - - (6)
Balance as at 31 December 634 - - 634
Credit Guarantees
2021
Stage Stage : Stage ! Total ECL
AED'000 AED'000 AED'000 AED'000
Balance as at 1 January - - - -
Net remeasurement of loss allowance - - - -
New financial assets originated 1,79¢ - - 1,79¢
De-recognition of financial assets - - - -
Balance as at 31 December 1,79¢ - - 1,79¢
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53 Market risk

The Group takes on exposure to market risks, which is the risk that the fair value or futdlevweash

of a financial instrument will fluctuate because of changes in market prices. Market risks arise from
open positions in interest rate, currency and equity instruments, all of which are exposed to general and
specific market movements and changebérevel of volatility of market rates or prices such as interest
rates, credit spreads, foreign exchange rates and equity prices. Management of the Group meet on a
regular basis to monitor and manage market risks.

Price risk

The Group is exposed t&quity securities price risk because of investments held by the Group and
classified on the statement of financial position at fair value through other comprehensive income. To
manage its price risk arising from investments in equity securities, the @Gnargifies its portfolio.
Diversification of the portfolio is done in accordance with the limits set by the management.

The table below summarizes the impact of a 10% increase / decrease of the prices of this portfolio, on
the Group's results and equiity the year ended 31 December 2021 and 2020. The analysis is based on
the assumptions that all other variables will remain constant and where applicable, the Group's
investments moved according to the historical correlation of the relevant index.

Impact on equity of the Group

2021 2020
AED’ 0 AED’ C
+/-10 % change in equity prise +/-27,912 +/-30,542

Cash flow and fair value interest rate risk

Cash flow interest rate risk is the risk that thieire cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value interest rate risk is the risk that the value of a
financial instrument will fluctuate because of changes in market interest rates. Thés@nanpgement
monitors interest rates on a regular basis.

Interest sensitivity of assets and liabilities

The Group is exposed to various risks associated with the effects of fluctuations in the prevailing levels
of market interest rates on its finangalsition and cash flows. Interest rate risk is assessed by measuring
the impact of reasonable possible change in interest rate movements.

Interest rate risk arises from interest bearing financial instruments and reflects the possibility that
changes in iterest rates will adversely affect the value of the financial instruments and the related
income. The Group manages this risk principally thorough monitoring interest rate gaps and by matching
the repricing profile of assets and liabilities with this redja

A porti on smafsetsahdliabilitiesoarepated within three months. Accordingly, there is a
limited exposure to interest rate risk in this regard.
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5 Risk management(continued)

5.3 Market risk (continued)

Price risk (continued)

The effective interest rate the rate that, when applied in a present value calculation of future contractual
cash flows, results in the carrying amount of the instrument. The rate is an original efféetie®t rate

for a fixed rate instrument carried at amortised cost and a current market rate for a floating instrument or

an instrument carried at fair value.

The following table sets out the Group's assets and liabilities at carrying anwaiatgrized by the
earlier of contractual repricing or maturity dates.

Upto3 3to12  Non-interest
At 31 December 2021 months months sensitive Total
AED'000 AED'000 AED'000 AED'000
Assets
Cash and balances with the UAE Central Bank - - 137,906 137,906
Balances and deposits with banks 1,804330 1,819325 161,312 3,784967
Loans and advances to customers 1,073241 3,302,086 - 4,375,327
Islamic Finance 487,345 1,143,172 - 1,630,517
Investment securities 91,785 - 1,488,560 1,580,345
Other assetslInterest receivable - - 42,634 42,634
3,456,701 6,264,583 1,830,412 11,551,696
Liabilities
Due to banks 28,000 - - 28,000
Deposits and funds 301,123 312,000 229,266 842,389
Term borrowings - - 5,504,398 5,504,398
Otherliabilities - - 255,44 255,461
329,123 312,000 5,989,125 6,630,28

Net gap 3,127,578 5,952,583 (4,158,713 4,921,448
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5.3 Market risk (continued)
Price risk (continued)
Upto3 3to 12 Nonrinterest
At 31 DecembeR020 months months sensitive Total
AED'000 AED'000 AED'000 AED'000
Assets
Cash and balances with the UAE Central Bank - - 167,893 167,893
Balances and deposits with banks 1,199,529 1,479,420 52,099 2,731,048
Loans and advances to customers 131,966 3,050,795 - 3,182,761
Islamic Finance 130,913 930,196 - 1,061,109
Investment securities 95,088 - 1,227,571 1,322,659
Other assetsInterest receivable - - 39,161 39,161
1,557,496 5,460,411 1,486,724 8,504,631
Liabilities
Deposits and funds 865,673 - - 865,673
Term borrowings - - 2,752,343 2,752,343
Other liabilities - - 166,296 166,296
865,673 - 2,918,639 3,784,312
Net gap 691,823 5,460,411 (1,431,915 4,720,319

Interest rate risk is assessed by measuring the impact of reasonable possible change in interest rate
movements. The Group assumdhiatuation in EIBOR rates of 25 basis points (bps) and estimates the
following impact on the net profit for the year and net assets at that date, with all other variables held
constant:

2021 2020
AED’ 00 AED’ 0(
Effect of a +/ 25 bpschange in EIBOR gain or loss +/- 13,015 +/- 6,996

The interest rate sensitivities set out above employ simplified scenarios. They are bA&d G872

million (202Q AED 5,945million) interest bearing assets afhBD 641 million (2020 AED 866 million)

interest bearing liabilities. The sensitivity does not incorporate actions that could be taken by management
to mitigate the effect of interest rate movements.

Currency risk

Currency risk is the risk that the value of a financial instrumentflwdtuate due to changes in foreign
exchange rates and arises from financial instruments denominated in a foreign currency. The Group's
functional currency is the UAE Dirham. Positions are closely monitored and strategies are used to ensure
positions are mintained within established limits.
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5 Risk management(continued)
5.3 Market risk (continued)
Currency risk (continued)

The Groups assets are typically funded in the same currency as that of the business transacted in order to
eliminateforeign exchange exposure.

As & 31 December 202the Group had exposures denominated in US Dollars amounting to net short
exposures of AEDR4,073million (202Q net shortexposure oAED 1,718million). As AED is pegged
against US Dollar, the Grotgprisk exposure to this currency is limited.

Management of market risks

Overall authority for market risk is vested in ALCO, which sets up limits for each type of risk in aggregate
and forportfolios. Management responsible for the development of detailed risk management policies
(subject to review and approval by ALCO) and for the-ttaglay review of their implementation.

5.4  Liquidity risk

Liquidity risk is the risk that the Group imable to meet its payment obligations associated with its
financial liabilities when they fall due and to replace funds when they are withdrawn. The consequence
may be the failure to fulfil commitments to lend. The Graeufiquidity risk monitoring procesis
performed by Groulg management.

The following table analyses the Grésiassets and liabilities into relevant maturity groupings based on
the remaining period at the date of the statement of financial position to the contracted maturity date:

Upto 12 Over 12 Unspecified Total
At 31 December 2021 months months maturity

AED'000 AED'000 AED'000 AED'000
Assets
Cash and balances with the UAE Central Bank 137,906 - - 137,906
Balances and deposits with banks 3,784967 - - 3,784967
Loans and advances 770360 3,604,967 - 4,375,327
Islamic Finance 38,711 1,591,806 - 1,630,517
Investment securities 282426 1,018795 279,124 1,580345
Other assetslInterest receivable 42,634 - - 42,634

5,057004 6,215,568 279,124 11,551,696
Liabilities
Due to banks 28,000 - - 28,000
Deposits and funds 842,389 - - 842,389
Term borrowings - 5,504,398 - 5,504,398
Otherliabilities 148296 - 107,16 255,46

1,018685 5,504,398 107,16 6,630,28

Net liquidity availability 4038319 711,170 171959 4,921,448
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5 Risk management(continued)

5.4  Liquidity risk (continued)

Upto 12 Overl2 Unspecified Total
At 31 December 2020 months months maturity
AED'000 AED'000 AED'000 AED'000
Assets
Cash and balances with the UAE Central Bank 167,893 - - 167,893
Balances and deposits with banks 2,731,048 - - 2,731,048
Loans andadvances 87,251 3,095,510 - 3,182,761
Islamic Finance - 1,061,109 - 1,061,109
Investment securities 284,059 733,181 305,419 1,322,659
Other assetsInterest receivable 39,161 - - 39,161
3,309,412 4,889,800 305,419 8,504,631
Liabilities
Deposits and funds 865,673 - - 865,673
Term borrowings - 2,752,343 - 2,752,343
Other liabilities 73,705 - 92,591 166,296
939,378 2,752,343 92,591 3,784,312
Net liquidity availability 2,370,034 2,137,457 212,828 4,720,319

Maturity of assets and liabilities is determined on the basis of the remaining period from the date of the
statement ofinancial position to the contractual maturity date.

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is
fundamental to the management of the Group. It is unusual for banks ever to be completely siratehe
business transacted is often of uncertain term and of different types. An unmatched position potentially
enhancesgrofitability butcan also increase the risk of losses.

The maturities of assets and liabilities and the ability to repkican aceptable cost, interebearing
liabilities as they mature, are important factors in assessing the liquidity of the Group and its exposure to
changes in interest rates and exchange rates.

55 Operational risks

Operational risk is the risk of direct mdirect loss arising from a wide variety of causes associated with

the Group's processes, personnel, technology and infrastructure, and from external factors other than credit,
market and liquidity risks such as those arising from legal and regulataryemgnts and generally
accepted standards of corporate behaviour. Operational risks arise from all of the Group's operations and
are faced by all business entities.

The Group's objective is to manage operational risk so as to balarmitience of financial losses and
damage to the Group's reputation with overall cost effectiveness and to avoid control procedures that
restrict initiative and creativity.
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5.5  Operational risks (continued)

Management is responsible for the development and implementation of controls to address operational risk.
This responsibility is supported by the development of overall standards for the management of operational
risk.

5.6 Capital risk management

The Graup's objectives when managing capital is to safeguard the Group's ability to continue as a going
concern in order to provide returns for shareholders and to maintain an optimal capital structure to reduce
the cost of capital. The Group is not exposed fotakrisk due to the availability of surplus funds.

5.7 Fair value hierarchy

All financial assets and liabilities are measured at amortised cost except for financial assets at fair value
through other comprehensive income and financial assktis ahlue through profit or loss, which are
measured at fair value by reference to published price quotations in an active market.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable
willing parties in an arm's length transaction. Consequently, differences can arise between book values and
the fair value estimates. Underlying the definition of fair value is the presumption that the Group is a going
concern without any intention or requirement taenally curtail the scale of its operation or to undertake

a transaction on adverse terms.

The Group has adopted the amendment to IFRS 7 for financial instruments that are measured in the statemer
of financial position at fair value; thisquires disclosure of fair value measurements by level of the following
fair value measurement hierarchy:

Level 1- Quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2- Inputs other than quoted prices included witleivel 1 that are observable for asset or liability,

either directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3- Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs).

The Group measures the fair values of its quoted financial assets at fair value through other comprehensive
income and financialssets at fair value through profit or loss using the quoted market price (unadjusted) in
active market for an identical instrumenhtegel 1). For the unquoteskcuritiesand managed funds, the
Group measures its fair value based.emel 3 using a marketomparison technique which is mainly based

on market multiples derived from financial information of companies comparable to the investee and the
expected EBITDA of the investee, among others. The estimate is adjusted for the effeanaf ketability

of the equity securities

The fair values of balance with the UAE Central Bdoédances and deposits with banlgposits from
governmental authoritieend corporate customemshich are predominantly short term in tenure and issued
at market rates, aregsidered to reasonably approximate tlgairying amountThe Group estimates that

the fair value of itxonventional housing portfolio arighrah and Estisnaa portfolios not to be materially
different from itscarrying amounsince all of these balances carry floating market rates of interest and are
re-priced on semiannual basis.
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5 Risk management(continued)

5.7  Fair value hierarchy (continued)

As at 31 December 2021, the fair values of the financial investments measaneorised cost amounted
to AED 9792 million (2020: AED 703.8 million As at 31 December 2021, the fair values of the term
borrowings amounted to AED&billion (2020: AED 3.0 billioi.

The following table provides an analysis of finan¢ratruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable.

Level 1 Level 2 Level 3 Total
$(C'T $(C'T $(C'T $(C'T

At 31 December 2021

Financial assets &VTPL 339,407 - - 339,407
Financial assets &VTOCI 161,98( - 117,144 279,124
At 31 DecembeR020

Financial assets at FVTPL 340,86¢ - - 340,866
Financial assets at FVTOCI 167,46¢ - 137,95( 305,419

During theperiod, there were no transfers between Level 1 and Level 2 fair value measurements, and no
transfers into or out of Level 3 fair value measurements.
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5.7

5.7.1 Valuation technigues and significant unobservable inputs

Fair value hierarchy (continued)

62

The following table shows the valuation techniques used in measuring Level 3 fair values, as well
as the significant unobservable inputs used.

Type

Unquoted
Equities

Valuation technique

Market comparison
technique

The valuation model is
based on market
multiples derived from
guoted prices of
companies comparable
to theinvestee and the
expected EBITDA of
the investee. The
estimate is adjusted for
the effect of non
marketability of the
equity securities.

NAV approach

This is based on the
assumption that the
value ofthebusiness
equates to the sum of it
underlying assets, and
that no rational investor
will pay more for the
business than the cost ¢
procuring assets of
similar economic utility

Significant
unobservable inpus

EBITDA / Forecasted
EBITDA

Marketability discounts
(ranges from 10%0 25%
for 2021 and 202D

Performance discousit
(ranges fromb% to 25%
for 2021 and 202D

Financial multiples of

comparable entities:

- Average P/Hranges
from 8.0x to 8.8x)
(2020 7.3x to 8.1k

- EVILTM EBITDA
(ranges fron8.3x to
15.8x) (202Q 7.3x to
13.7x)

- EV/Average
EBITDA (ranges
from 7.6x to 13x)
(2020 9x to 10x)

Marketability discounts
(ranges from 10%0 25%
for both yeary

Net assets

Inter -relationship between
significant unobservable inputs
and fair value measurements

The estimated fair value would
increase (decrease):

if the EBITDA marginwere
higher (lower)

- if themarketability discounts
werelower (highep

- if the performancaliscounts
werelower (highe

- if thefinancial multiples of
comparable entities were
higher (lower)

Generally, a change in the annua
revenue growth rate is
accompanied by a directionally
similar change in EBITDA margin

The estimated fair value would
increase (decrease):

- if the marketability discounts
werelower (highed

- thenet assetaere higher
(lower)
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5.7  Fair value hierarchy (continued)
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5.7.1 Valuation technigues and significant unobservable inputs (continued)

Type

Investment
properties

Valuation technique

Comparable evidence
approach

Fair value of the subject
property was calculated
by adopting comparable
market transaction
information where
available, current asking
prices and compares the
subjecp r operty
characteristics with those
comparable properties
which have recently beel
marketed in similar
transactions in the marke

Investmenapproach
The market value of the
Property has been
determined through
analysis of the income
flow achievable for the
investment property and
takes into account the
projected annual
expenditure

Significant
unobservable inputs

Comparablesalesprice
of office and land plots
(ranges from AE[B7.5
to 265persg/ft.) and
apartment building
(ranges fromAED 774 to
1,552 per sq/ft)

(2020: Comparable sales
price of office and land
plots ranges from\ED

70 to 270 per sq./fand
apartment building from
AED 758 to 1,185 per
sq./ft.)

Capitalisation rate
(8.25%)(2020: ranges
from 8.00% to 8.25%)

Rentalincome(ranges
from AED 80 to 150per
sq./ft) (2020: AED 80 to
150 per sq./ft.)

Inter -relationship
between significant
unobservable inputs and
fair value measurements

The estimated fair value
would increase (decreasé)
thecomparable sales prices
werehigher(lower).

Anincrease in the
capitalisation rate used
would result in a decrease il
fair value, and vice versa.

Anincrease in the market
rent used would result ima
increase in fair value, and
vice versa.

Generally, a change in the
assumption used for rental
income should be
accompanied by a change i
the assumption for
capitalsation rates in the
same direction as increase
rental income increases the
expectations of the seller to
earn from the investment
property. Therefore, the
effects of these changes
partialy offset each other.
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5.7  Fair value hierarchy (continued)

5.7.2 Reconciliation ofLevel 3 fair values

64

The following table shows a reconciliation from the opening balances to the closing balances for

Level 3 fairvalues:

Investment properties
Balance as at 1 January
Net fair valuechange during the year

Balance as at 31 December

Financial assets at FVTOCI
Balance as at 1 January
Purchaseduring the year

Disposals during the year

Net fair valuechange during the year

Balance as at 31 December

6 Balances and deposits with banks

Money market placements
Current and call accounts

Less allowance for impairment

2021

AED’ 00 |
509,837
(18,822)

491,015

137,950
(3,673)
(17,133)

117,144

2021
AED’ 000

3,625,000
161,312

3,786,312
(1349

3,784967

2020

AED’ 00 |
535,480
(25,643)

509,837

157,550
(6,600)
(13,000)

137,950

2020
AED’ 00

2,680,000
52,099

2,732,099
(1,051)

2,731,048

Placements include deposits received by the Group from governmental institutions amounting to

AED 301.1 million (2020 AED 300million) (Note 13)
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7 Loans and advance$o customers

2021
AED”’ 0 0 (
Loans to government entities 2,307,385
Loans to corporates and SMEs 738,2%
Loans to financial institutions 113,141
Housing loans 1,454,008
Grossloans and advance$o customers 4,612829
Less:allowance for impairment (237,5@)
4,375,327

Loans to financial institutions originally represent placements with two financial institutions, which are

65

2020
AED’ 0«

1,510,117
448,001
116,934

1,330,754

3,405,806
(223,045)

3,182,761

impaired and for which the Group holds no related collateral. These loans have been renegyafated
The provision accumulated on these loan®amed to AED86 million (31 Decembe02Q AED 86

million).

The total norperforming loans amounted KED 253 million (31 Decembe02Q AED 241 million).
The specific provisions held against those loans amountedBED 187.2million (31 Decembe02Q

AED 178.7million).

Movement in provision for impairment of loans:

2021
AED’ 00
Balance at 1 January 223,045
Loss allowance Stage 1 and 2 5,88
Loss allowance Stage 3 11,495
Write off and write backs (2,906)

Balance at 31 December 2375

2020
AED’ 01

202,188
(3,511)
24,678

(310)

223,045
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7 Loans andadvances to customers (continued)

By industrial economic sector

2021 2020

AED’ 00 AED”’ 00
Real estate 3,761,394 2,869,267
Construction material 165,685 124,956
Food and beverages 157,670 53,877
Financial services 113,141 116,934
Papemproducts 104,469 24,558
Education 91,192 78,743
Medical product@&ndservices 86,759 79,633
Metals 46,378 17,885
Oil andgas 36,586 -
Plastic products 31,848 31,798
Transport 735 431
Information technology 630 -
Other 16,32 7,724

4,612829 3,405,806
Less:allowance for impairment (237,502 (223,045)
Balance 631 December 4,375,327 3,182,761
8 Islamic Finance

2021 2020

AED’ 0 AED’ 00
Islamic home finance 1,646,026 1,071,044

1,646,026 1,071,044
Less:allowance for impairment (15,509) (9,935)
Net Islamic Finance 1,630,517 1,061,109
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Islamic home finance take the form of ljara and Estisnaa contracts. These are graatedtdionals
for the purpose of purchasing or construction of their home.

2021 2020

AED’ 0 AED’ O

Gross investment in ljarah 1,467,795 985,679
Less:deferred ljarah profits (462,182) (307,530
1,005,613 678,149

At 31 December, the future minimum ljarah payments were payable as follows:

31 December 2021
Present value of

Minimum ljarah minimum ljarah
payments payments
AED’ 0 AED’ 0
Within one year 139,006 68,028
2 years to 5 years 276,556 149,961
More than five years 1,052,233 787,624
1,467,795 1,005,613

31 DecembeR020
Present value of

Minimum ljarah minimum ljarah

payments payments

AED’ 0 AED’ 0

Within one year 47,510 23,096
2 years to 5 years 190,016 101,165
More than five years 748,153 553,888
985,679 678,149

The total gross neperforming Islamic finance amountedA&D 3.7 million (31 Decembe202Q AED
2 million). The specific provisiors held against those finance amountedA6D 2.5 million (31
Decembef02Q AED 1.1 million)
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8 Islamic Finance (continued)

Movement in provision for impairment:

Balance at 1 January

Loss allowance Stage land 2
Loss allowance Stage 3
Write off and write backs

By economic sector:
Real estate

Less:allowance for impairment

9 Investment securities

Financial assets at FVTPL
Financial assets at FVTOCI
Financial assets at amasd cost

2021
AED’ 0

9,935

4,193
1,381

15,509

2021
AED’ 0

1,646,026

1,646,026
(15,509

1,630,517

202
AED’ 0

339,40

279124
961814

1,580,345

68

2020
AED”’ 0

9,399
4,089

720
(4,273)

9,935

2020
AED’ 0

1,071,044

1,071,044
(9,935)

1,061,109

2020
AED’ 0

340,866

305,419
676,374

1,322,659
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The financial assets at fair value through profit or loss comprises of the following:

2021

$CT
Debt instruments 190,6&
Perpetuabukuk instruments 148,725
339,40

Movement in financiahssetst fair valuethrough profit or loss:

2021
AED'000
Balance as at 1 January 340,866
Securities purchased 189,38
Securities sold (186821
Changes in fair value (4,011
Balance a at 31 December 339,40

69

2020
$CT

189,043
151,823

340,866

2020
AED'000

309,308
131,170

(105,512)
5,900

340,866

The financial assets at fair value through other comprehensive income are denominated in UAE

Dirhams and comprises of the following:

2021

$C'T
Quoted locakquityshares 161,980
Un-quoted locakquityshares 117,144
279,12

Movement in financialnvestments at fair value through other comprehensive income

2021

$(C'1
Balance as at 1 January 305,419
Securities sold (60,28))
Changes in fair value 33,985
Balance a at 31 December 279,124

2020

$C1
167,469
137,950

305,419

2020
$CT
343,417

(8,300)
(29,698)

305,419
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During the yearthe Groupdisposed oFVTOCI equity investments fair valued AED 50,673thousand
as at 31 December 2022020: AED 6,600 thousands at 31 December 20}, 9vith accumulated fair
valuegaintransferred toetained earnings &ED 44,871 thousand2020:1oss ofAED 1,700thousanl

upondisposal.

Movement in financiahssetsneasured at amortised cost:

2021 2020
$C'1 $('T
Balance as at 1 January 676,374 544,235
Securities purchased 322,721 268,830
Securities sold (35,076) (135,350)
Amortisation ofdiscount (2,359) (1,144)
Allowance for impairment 154 (297)
Balance a at 31 December 9613814 676,374

Investments measured at amortised cost consist @dll&r denominated bonds that carry coupon rates
between 20% t05.00% p.a. with maturities betwe&Y March 202 to 28 February 2030.

10 Investment properties
Investment properties comprise of the following:
Properties
under

Land Buildings development Total
AED 100 AED 100 AED 100 AED 900

At 1 January 2020 105,500 337,680 92,300 535,480
Change in fair value during the year (14,260) (7,183 (4,200) (25,643)
At 31 December 2020 91,240 330,497 88,100 509,837
Change in fair value during the year (2,445) (14,677 (1,700) (18,822)

At 31 December 2021 88,795 315,820 86,400 491,015
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Theabove investment properties are located in various Emirates within the UAE as follows:

Abu Dhabi Dubai Ajman Total
AED'000 AED'000 AED'000 AED'000
Landandproperties under developme 27,50( 145,49! 2,200 175,195
Buildings 182,67( 133,15¢( - 315,820
At 31 December 2021 210,17( 278,64: 2,200 491,015
Landandproperties under developme 28,700 148,34C 2,300 179,340
Buildings 188,36C 142,137 - 330,497
At 31 December 2020 217,06C 290,477 2,300 509,837

Investment properties are stated at fair value, which have been determined based on valuations performec
by an industry specialist asat December 2024nd 2020

The valuation, conforms with the Royal Institution of Chartered Surveyors Appraisal andtivial
6WDQGDUGYVY 35,&486° DQG WKH UHOHYDQW VWDWHPHQWY RI WKH
using recognised valuation methods comprising the comparable method of valuation, the investment
valuation method and the residual valuatioethod.

Valuations reflect, when appropriate, the type of tenants actually in occupation or responsible for meeting
lease commitments or likely to be in occupation after letting vacant accommodation, the allocation of
maintenance and insurance responsigd between the Group and the lessee, and the remaining economic
life of the property.

Investment properties under development value includes, an amaABDo£0.3million (2020 AED 40.3
million) being costs incurred to date on foundation and earthworks. Based on the latest valuation, a decrease
in fair value of AED1.7 million (202Q AED 4.2 million) has been recognised against this project.
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10 Investment properties (continued)

Income from investment properties— net:

2021 2020

AED’ 00 AED’ 0

Rental income 21,517 26,732
Service charges (6,047) (6,224)
15,470 20,508

Rental incomdrom investment properties are disclosed as other operating income @)lote 2

11 Other assets

2021 2020

AED’ 00 AED’ 0

Prepayments and other assets 17641 12,783
Interest receivable 42,634 39,161

60,275 51,944
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12 Property and equipment
Land Furniture Software & Motor Work -in-
- . Computers . : Total
& buildings & fixtures AED'000 Licenses vehicles progress AED'000
AED'000 AED'000 AED’ 0 AED'000 AED'000

Cost
At 1 January 202 52642 12294 12140 22,387 430 6,850 106,743
Additions 128 27 218 408 - 3,819 4,600
Write-off - - (63) - - - (63)
Transfers - - - 7,058 - (7,058 -
At 31 December 2020 52,770 12,321 12,295 29,853 430 3,611 111,280
Additions - 36 534 1,506 - 177 2,253
Write-off - - - - - - -
Transfers 177 - - 821 - (998) -
At 31 December 2021 52,947 12,357 12,829 32,180 430 2,790 113,533
Accumulated depreciation
At 1 January 2020 31,301 11,531 9,917 19,521 168 - 72,438
Charge for the year 2,198 654 878 3,329 104 - 7,163
Write-off - (63) - - - (63)
At 31 December 2020 33,499 12,185 10,732 22,850 272 - 79,538
Charge for the year 667 104 730 1,918 104 - 3,523
At 31 December 2021 34,166 12,289 11,462 24,768 376 - 83,061
Net book value
At 31 December 2021 18,781 68 1,367 7,412 54 2,790 30,472
At 31 December 2020 19,271 136 1,563 7,003 158 3,611 31,742
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12 Property and equipment (continued)
Thebuildings above include plots of laatla nominal amount of AED 1 as follows:

- The Groups building in Abu Dhabi is constructed on land granted by the government of Abu
Dhabi in the year 2000 for no consideration. This land is booked at nominal améid df.
As at31 December 2021he carrying amount of the land and building amountek&D 11.8
million (2020 AED 12.3million). The Group carried a valuation by an external valuer on its
Abu Dhabi building including the land as 81 December 2021The fair value at that date
amounted tAED 36.9million (202Q AED 36.9million).

- The Groups building in Dubai izonstructed on a land granted by the government of Dubai in
the year 2000 for no consideration. The book value of this land is booked at nominal amount of
AED 1. As at31 December 202the carrying amount of the land and buildemgounted to
AED 6.9 million (2020 AED 6.9 million). The Group carried a valuation by an external valuer
on its Dubai building including the land as3if December 202 he fair valueof the portion
of thebuilding classified as property and equipmantounted té\ED 12.7million (2020 AED
13.8million).

Valuations of the Group buildings and lands constructed thereon are based on the investment valuation
method,and areclassified as level 3 under the fair value hierarchy.

In 2001, the government of Ras Al Khaimah granted the Group a plot of land in Ras Al Khaimah for no
consderation, subject to constructingpr@anch. The book value of this land is booked at nominal amount
of AED 1.The fair valuedetermined by the external valuer a8htDecember 2024mounted to AED

36.9 million (2020: AED 36.9 million).

Property and equipent included fully depreciated and still in use items with cost amountiAg Do
54.5million as 0f31 December 202020 AED 54 million).

As at31 December 202tight of use assetglated to leases of motor vehicles and computers (8il
Decembef02Q AED 43thousand)
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13 Deposits and funds
2021 2020

AED’ 00 AED’ 00 ¢

Deposits from governmental institutions

Mohammad Bin Rashid Innovation Fund 301,123 300,000
Funds from governmental institutions

Sheikh ZayedHousing Program 227,914 564,563
Mohammad Bin Rashid Innovation Fund 1,352 1,110

Corporate deposits
Time deposits 312,000 -

842,389 865,673

Sheikh Zayed Housing Program

Pursuant to the Federal Law No. (10) of 2009 re
Program”) and with its regulations 1issued by UA
the Program signed an agreement for the provision of banking, financial and investment management
services on 8 March 2015.

This agreement lays out specific services that are to be provided by the BanRrtmgtiaen, the terms

and conditions the services doebe provided under, key performance indicators that will be used to
assess the Bank's performance, the Bank's and Program's rights and responsibilities and details the fees
that are to be charged by the Bank to the Program in exchange.

The services tbe provided include receiving funds pertaining to the Program and providing these funds
to beneficiaries in the form of housing loans, as per the terms agreed by the Program and beneficiary,
then administering the loans as per agreement. Additigtia#iBankis to make progress disbursements

for housing projects and other financial aid to UAE nationals as well as manage the recovery services
of the loans.

The Ministry of Finance transfers the funds allocated to the Program to the current accountadiphe G
with the UAE Central Bank. The Program earns interest on the funds invested vBtiotipas per the
agreement signed.

The substantial risk and rewards associated with the Progfands rest with th&roup Therefore,

the funds of the Program under the management of the Bank are disclosed as part of the assets (call
account and placements) of tBeoup The Program loans, however, do not carry any risk to the Bank

and therefore are not included in tBeoup statement of financial position.
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13 Deposits and funds
Ministry of Finance - Sheikh Mohammed bin Rashid Innovation Fund

The Mohammed Bin Rashid Innovation Fund (“the F
United Arab Emirate®rime Minister, His Highness Sheikh Mohammed bin Rashid Al Maktoum, as a
fund to finance and foster iFn’no vwaatsi canmp.p oli met eMi ntios
for its implementation. EDB was subsequently appointed by the MoF to act as the administrative host
and operator. Thus, there is a trilateral agreement between the three parties (the Fund, MoF, and the
Bank).

The scopef the Bank's responsibilities includes review and comment on théd$-palicy, guidelines,

and terms and conditions, host and collaborate the development of thie &pecting Manual, support

in the sourcing and contracting of the Decision and Advigboynmittee experts, support in the
contracting of strategic partners, promoting and marketing the Fund, approve the operations team,
manage the Fund account, manage the annual report, host and maintain the Fund's website, and oversee
the operations teanyperformance.

The Funds annual expenses budget is to be prepared by the Bank and submitted to the MoF, which will
in turn pay the Bank on a monthly basis as per the annually agreed expenses budget.

14 Term borrowings

2021 2020

AED’ 0 ( AED’ 00
USD senior bonds 5,509,500 2,754,750
Less Issuance cost (5,102) (2,407)
5,504,398 2,752,343

In February 2019, the Bank established a Euro Medium Term®otgamme for USD 3,000 million

(the “Programme?”). As part of the Programme, t h
2,7% million) and was listed on Nasdaq Dubai on 6 March 2019. The isathee in March 2024 and

cariesa coupon rate of 3.5% per annumpayable semannually.

The second issuance under the Programme amounted to USD 750 million bond (AED 2,755 million) and
was listed in Nasdaqg Dubai on 15 June 2021.bdvel isdue inJune2026 and caiesa coupon rate of
1.639% per annunppayable semannually.
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15 Other liabilities

2021 2020
AED”’ 00 ( AED”’ 00
Customer settlement account 91,178 34,353
Customer deposits towards reserving residence 57,616 39,209
Interest payable against teburrowings 32,947 30,940
Accrued expenses 21,911 26,855
Accrual for staff costs and others 18,025 11,126
Deferred rent income 6,068 6,648
Accrual for directors’ re 2,778 1,729
Impairment allowance on credit guarantees 1,799 -
Interest payable against deposits and funds 858 -
Others 22,281 15,436
255,461 166,296

16 Paid up capital

As per theEDB Law, the authorized share capital is 10 billion shares at AED 1 each with paid up capital
of AED 5 billion required to be fully paid by the Federal Government. The issued share capital at
December 202tomprises of 5,000,000 thousand ordinary shares of AEBch(31 Decembe02Q
5,000,000 thousand ordinary shares of AED 1 eaBh)at 31 December 2021hed shares are not yet
fully paid-up.

During the yearadditional capital was injected by the Federal Government amounting tdlAGO00
thousand202Q AED 450,000 thousand)

Article (27) of Law No. (1) of 1981 relating to thecorporation of the Real Estate Bank specified that

the responsibilities and authority of the National Housing Council, which were established by virtue of
Law No. (6) for the yar 1979 and its principle responsibilities relating to granting loans to UAE nationals
for constructing residential properties, shall be transferréded@ank Furthermore, the article stated

that the responsibilities, authorities and rights of the &e@ht Committee, which relates to the
settlement of real estate loans given to the UAE Nationals by commercial banks within the UAE as per
the Ministerial Decree No. (2) of 1980 Concerning Settlement of Real Estate Loans, shall be transferred
to the Real Btate Bank. Thus, these amounts were recognized as a liability until a resolution from the
Bank's Board on their treatment and recognition was passed. During 2017, the liability mentioned above
was approved to be recognized as paid up capital and thebedms transfer from other liabilities to
proposed capital injection amounting to AED 10.7 million. This amount has been added to share capital
after ratification of the Board decision by the UAE Cabinet.

17 Specialreserve

The special reserve iseated based on Article 43 of the Bankrticles of Associatiorwhereinl0% of
the BanRs profit for the year shall be transferred to the special reserve until it reaches 50% of the nominal
value of the paid up share capital.
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18 Commitments and contingen liabilities

2021 2020

AED’ 00 AED’ (

Unwithdrawn credit commitmentsevocable 595,292 255,178
Guarantees 101,844 29,061

Revocable owithdrawncredit commitments represent contractual commitments to provates land

credit facilitieswhich can be cancelled by the Bank unconditionally without any contractual obligations.
These commitments have fixed expiration dates or other conditioreamaellation and may require
payment of a fee. Due to the possibility of an expiration of these commitments without being withdrawn,
the total contractual values of these do not necessarily represent future financial obligation.

Creditguarantees commit the Bank to make payments on behalf of customers contingent upon the failure
of the customer to perform under the terms of the contra@021, theBank entered into an agreement
with 1ocal banks (“lendetre”)he¢ ol pmedoi.dAsat3IME dc u
December 202%¢elatedcredit guaranteemmountedo AED 89.0 million.The Bank's maximum exposure

to credit loss, in the event of ngerformance by the other party and where all counterclaims, collateral

or security proves valueless, is represented by the contractual nominal amount of these instruments. These
commitments and contingent obligations are subject to the Bank's normal credit approval processes.

The Group has issued financial guarantees in favbother lending banks who have granted loans to the
customers of Mohammad Bin Rashid Innovation Fund. The Group also have a reciprocal arrangement
with Ministry of Finance to claim the guarantee amount in case of any default by the custemies.l
Deceanber 2021MBRIF-related guarantees amounted\eD 12.8 million 020 AED 29 million)

There are no other contingencies and commitments as atyear

19 Interest income

2021 2020
AED’ 00 AED’ 0

Loans and advances 150,28 101,963
Balances and deposits with banks 42,375 87,170
Fixed income securities 39,173 37,152
Cash and balances with the UAE Central Bank - 190

231,841 226,475
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20 Interest expense

Term borrowing

Deposits and fundsom government institutions
Due to banks and corporate deposits

Others

21 Investment income

Dividend income
Gain on sale of financial investments at FVTPL
Others

22 Fees and commission incomenet

Fee from Sheikh Zayed Housing Program

Fee fromEmirates Integrated Registries Company

Fee expenses

2021
$C1

122,632

1,138

1,411
21

125,202

2021
$CT

16208
140

16348

2021
$C1
13,000

1,315
(440)

13,875

79

2020

$C 1
97,627
2,766

604
40

101,037

2020
$CT
11,365

459
26

11,850

2020
$C1
12,022

1,332
(1,456)

11,898



EMIRATES DEVELOPMENT BANK

Notes to the consolidated financial statements
for the year ended31 December 2021 (continued)

23 Other income

Rental income on investment properties
Service charges
Other income

24 Operating and administrative expenses

General and administrative expenses
Depreciation and amosttion

25 Impairment charge

Provision for (reversal of) impairment allowance on:
- Loans and advances to customers

- Islamic Finance

- Credit guarantees

- Balances and deposits with banks

- Investment securities at amortised cost

- Other assets

Write backs and recoveries

2021
$CT
21,517

(6,047)
207

15,677

2021
$C1

33113
3,523

36,636

2021
$C1

17,363
5574
1,799

294

(159

(2,906)

21,970

80

2020
$CT
26,732

(6,690)
1,482

21,524

2020
$C'T

22,695

7,163

29,858

2020
$C1

21,167
4,809

(1,377)
197
957

(305)

25,448
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26 Related party transactions and balances

Parties are considered to be related if one party has the ability to control or exercise significant influence
over the other party in makirfinancial or operational decisions.

Related parties comprise key higher management personnel, and their related companies and the institution:
and authorities of the federal government. In the normal course of business, the Group had various

transactionsvith its related parties. Transactions are entered into with related parties on terms and conditions

approved by the Group's management.

The Group carries out various transactions in the normal course of business with its shareholder, directors
and officers and investee companies. These are conducted at terms agreed by the Directors and managemer

Significant balances and transactions with related parties during the year were as follows:

2021 2020
$C'T $('T

a) Related partie$pbalances
Cash balances with UAE Central Bank 137,800 167,819
Loans and advances 2,307,385 1,510,117
Deposits from governmental institutions (301,123) (300,000)
Funds from governmental institutions (229,266) (565,673)
Corporateime deposits (312,000) -
b) Related partie§fransactions during the year
Key management compensation (13,619) (12,242)
'LUHFWRUVY UHPXQHUDWLRQ (2,650) (1,620)
Interest income from loans and deposits 71,416 43,029
Fee income 13,000 12,022
Interest expense to governmental institutions (1,718) (3,370)
Interest expense to corporate deposits (818) -

Paid up capital 100,000 450,000
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27 Cash and castequivalents

For the purpose of the cash flows statement, cash and cash equivalents comprise:

2021 2020
$C'1 $(C'T
Cash and balances with UAE Central Bank 137,906 167,893
Balances and deposits with banks 3,784967 2,731,048
3,922873 2,898,941
Less balances with original maturities over three months (3,033655 (1,878,949)
889,218 1,019,992

28 Financial instruments

The fair values and carrying amounts of financial assets and financial liabilities in the consolidated
statement of financial position are as follows:

As at 31 December 2021

Amortised cost FVTOCI FVTPL Total
$(C'T SO $C'1 $(C'T

Cash and balances with UAE Central Bi 137,906 - - 137,906
Balances and deposits with banks 3,784,967 - - 3,784,967
Loans and advances to customers 4,375,327 - - 4,375,327
Islamic Finance 1,630,517 - - 1,630,517
Investment securities 961814 279,12 339,40 1,580345
Other assetsinterest receivable 42,634 - - 42,634
Total financial assets 10,933,165 279,12 339,40 11,551,696
Due to banks 28,000 - - 28,000
Depositsand funds 842,389 - - 842,389
Term borrowing 5,504,398 - - 5,504,398
Other liabilities 255,44 - - 255,461

Total financial liabilities 6,630,248 - - 6,630,248
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28 Financial instruments (continued)

As at 31 December 2020

Amortised cost FVTOCI FVTPL Total

AED’ 0 AED’ 0 AED’ 0 AED’ 0
Cash and balances with UAE Central Bi 167,893 - - 167,893
Balances and deposits with banks 2,731,048 - - 2,731,048
Loans andadvances to customers 3,182,761 - - 3,182,761
Islamic Finance 1,061,109 - - 1,061,109
Investment securities 676,374 305,419 340,866 1,322,659
Other assetsinterest receivable 39,161 - - 39,161
Total financial assets 7,858,346 305,419 340,866 8,504,631
Deposits and funds 865,673 - - 865,673
Term borrowing 2,752,343 - - 2,752,343
Other liabilities 166,296 - - 166,296
Total financial liabilities 3,784,312 - - 3,784,312

29 Segment hformation
Operating Segments

The Group along with its subsidiary operates within the United Arab Emirates. The operating segments
consist of the HomEinance, Business Finance, and Investments and Treasury business units.

For each business unit, the key management reviews internal management reports on at least a quarterly
basisI nf ormation reported to the Group’s Executive
(CODM)) for the purposes of resource allocation asgkasment of segment performance is focused on
the type of product s .%ahelowing businesssunits affer different pradgcts r a t i
and services and are managed separately because they require different strategies.

Home Finance

TheGroup offers affordable financial solutions to UAE nationals that facilitate their purchase, construction
or expansion of a home. The Group provides a variety of customised finance solutions for UAE nationals,
including loans complementing the offering federal and local housing authorities, as well as direct
financing products such as mortgage loans or loans for home construction. The Group also administers
loans made by the SZHP to its customdh&se loans are agreed between the SZHP and the cusioher

the Group's role is to disburse the funds which it has received from the MoF on behalf of the SZHP and
subsequently administer the loans.
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29 Segment hformation (continued)
Business Finance

The objective of the Business Finance ungupport the UAE development agenda including GDP growth,
economic diversification and job creation through providing funding to corporates and small and-medium
sized enterprises (“SMEs”). The Group offeys af
UAE nationals in the form of: asskacked fimncing, purchase financing (psales financing), receivables
financing (postsales financing); and business expansion loan and project financing.

Investments and Treasury

The roleof Investments and Treasuis/to manage the Grotgpliquidity and cash flowas well as its foreign
exchange positions, its investmeaicuritiesand its other assets and liabilities. In addition, the department
acts as the custodian of the Grtaupash andther liquid assets. The department seeks to achieve portfolio
diversification by maintaining high quality assets portfolio focused on achieving strong and sustainable
returns. Through treasury liabilities products, the Group also aims to obtaitelomgisk-free, stable
deposits cheaply to fund its assand develop sustainable letegm relationships.

The other activities under this segmamiudemanagng theinvestment properties of the Group.

Unallocated
Home Business Investments transactions
Finance Finance and Treasury and others Total

AED’000 AED’000 AED’000 AED’000 AED’000
For the year ended
31 December 2021
Net interest incomand

profit from Islamic finance 100,866 99,094 81,548 (125,202) 156,306
Net fee and commission income 11,656 1,413 (509) 1,315 13,875
Income from investment securitie - - 16,38 - 16,38
Income from investment propertit - - 15,470 - 15,470
Other income - - - 207 207
Net operating income 112,522 100,507 112,8% (123,680) 202,2®

As at 31 December 2021
Total assets 3,088,491 2,943,329 5994233 64,771 12,090,82¢

Total liabilities 58,222 27,291 6,374,787 169,98 6,630248
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29 Segment hformation (continued)
Unallocated
Home Business Investments transactions
Finance Finance andTreasury andothers Total
AED’000 AED’000 AED’000 AED’000 AED’000

For the year ended

31 December 2020
Net interest incomandprofit from

Islamic finance 73,436 59,672 124,513  (101,037) 156,584
Net fee and commission income 10,749 485 (668) 1,332 11,898
Income from investment securitie - - 11,850 - 11,850
Income from investment propertie - - 20,042 - 20,042
Other income - - - 1,482 1,482
Net operating income 84,185 60,157 155,737 (98,223) 201,856
As at 31 December 2020
Total assets 2,393,325 1,903,734 4,731,437 30,497 9,058,993
Total liabilities - - 3,618,016 166,296 3,784,312




